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Abstract

We study the existence of a unique stationary distribution and ergodicity for a two-
dimensional affine process. Its first coordinate process is supposed to be a so-called
a-root process with @ € (1, 2]. We prove the existence of a unique stationary distribution
for the affine process in the & € (1, 2] case; furthermore, we show ergodicity in the ¢ = 2
case.
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1. Introduction

We consider the two-dimensional affine process (affine two-factor model)

dY[ = (a — bYt) dt + \a/ th dL;, t > 0,

1.1
dX, = (m —0X,)dr + Y, dB,, >0, (b
wherea > 0,b,0,m € R, o € (1,2], (L;)s>0 is a spectrally positive «-stable Lévy process
with Lévy measure Caz_l_o‘l{z>0}, with Cy = (aI'(—a))~! (where I" denotes the gamma
function) in the o € (1, 2) case and a standard Wiener process in the « = 2 case, and (B;);>0
is an independent standard Wiener process. Owing to the almost-sure continuity of the sample
paths of a standard Wiener process, instead of \/Y;_ we can write 4/Y; in the first stochastic
differential equation (SDE) of (1.1), with Y the so-called Cox—Ingersol-Ross (CIR) process in
the « = 2 case and in the & € (1, 2) case, the a-root process. Note also that the process (¥;):>0
given by the first SDE of (1.1) is a continuous-state branching process with immigration, with
branching mechanism bz 4+ z%/a, z > 0, and immigration mechanism az, z > 0 (for more
details, see the proof of Theorem 3.1(i)). Chen and Joslin [8] found several applications of
model (1.1) with @ = 2 in financial mathematics; see their Equations (25) and (26).
The process (Y, X) given by (1.1) is a special affine process. The set of affine processes
contains a large class of important Markov processes, such as continuous-state branching pro-
cesses and Orstein—Uhlenbeck processes. Furthermore, a lot of models in financial mathematics
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are affine, such as the Heston model [18], the model of Barndorff-Nielsen and Shephard [4],
or the model due to Carr and Wu [7]. A precise mathematical formulation and a complete
characterization of regular affine processes are due to Duffie et al. [13]. Later several authors
contributed to the theory of general affine processes: to name a few, Andersen and Piterbarg [1],
Dawson and Li [12], Filipovi¢ and Mayerhofer [14], Glasserman and Kim [17], Jena et al. [21],
and Keller-Ressel et al. [24].

In this work we concentrate on the study of the existence of a unique stationary distribution
and ergodicity of the affine process given by SDE (1.1). These kinds of result are important in
their own right and they can be used to study parameter estimation for the given model. For
the existing results on ergodicity of affine processes, see the beginning of Section 3.

Next we give a brief overview of the structure of the paper. Section 2 is devoted to a
preliminary discussion of the existence and uniqueness of a strong solution of SDE (1.1) by
proving that this solution is indeed an affine process; see Theorem 2.1. In Section 3 we prove
the existence of a unique stationary distribution for the affine process given by (1.1) in both
the @ € (1,2) and ¢ = 2 cases, provided thata > 0, b > 0, and 8 > 0; see Theorem 3.1.
In Section 4, for the o = 2 case, we prove ergodicity of the process in question provided that
a>0,b>0,and & > 0, and we also show that the unique stationary distribution of the
process is absolutely continuous and has finite (mixed) moments of any order by calculating
some moments explicitly; see Theorems 4.1 and 4.2, respectively.

In a forthcoming paper we will use our results to study parameter estimation for the process
given by SDE (1.1).

2. The affine two-factor model

LetN, Z+, R, and R, denote the sets of positive integers, nonnegative integers, real numbers,
and nonnegative real numbers, respectively. By ||x|| and ||A|| we denote the Euclidean norm
of a vector x € R™ and the induced matrix norm ||A|| = sup{||Ax||: x € R™, ||x|| = 1} of a
matrix A € R respectively. By C2(R; x R, R), C2(R; x R, R), and C® (R4 x R, R),
we denote the set of twice continuously differentiable real-valued functions on R4 x R, the set
of twice continuously differentiable real-valued functions on Ry x R with compact support,
and the set of infinitely differentiable real-valued functions on R4 x R with compact support,
respectively. Convergence in distribution will be denoted by 2,

Let (2, ¥, (¥1):>0, P) be a filtered probability space satisfying the usual conditions, i.e.
(82, ¥, P) is complete, the filtration (¥;);>0 is right continuous, and ¥ contains all the P-null
sets in . Let (B;);>0 be a standard (¥;),>0-Wiener process, and let (L;);>0 be a spectrally
positive, (¥7);>0-stable process withindex & € (1, 2]. We assume that B and L are independent.
If « = 2, we understand that L is a standard (F;);>0-Wiener process. If « € (1,2), we
understand that L is a (£;);>0-Lévy process with Lévy—Khintchine formula

E(e"“I1) = exp{/ (" — 1 —iuz)Coz ™' dz}, u € R,
0

where C, = (aI'(—a))~!. Recall that in the & € (1, 2) case the Lévy-Ito representation of L

takes the form
Lt=f / ZN(ds,dz), =0,
(0,¢] /(0,00)

where N (ds, dz) is a compensated Poisson random measure on (0, 00)? with intensity measure
Cazflfal{zﬂ)} ds dz.
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We note that in Remark 2.1 of [3] we shed some light on the definition of the stochastic
integral with respect to the spectrally positive a-stable process L in the first SDE of (1.1) in the
o € (1, 2) case.

Theorem 2.1. Let (1o, {o) be a random vector independent of (L;, B;);>0, satisfying P(no >
0) = 1. Then, foralla > 0, by,m,0 € R and o € (1,2], there is a (pathwise) unique
strong solution (Y;, X;);>0 of SDE (1.1) such that P((Yo, Xo) = (10, ¢0)) = 1 and P(Y; >
0 forallt > 0) = 1. Furthermore, we have

t t
Y, = e b9 <YS +a / e P61 gy + / e P oy, dLu> 2.1)

N N

for0 <s <tand

t t
X, =e 009 <XS +m / e 00 gy + / e 061 Jy, dBu) (2.2)

N N

for 0 < s <t. Moreover, (Y;, X;)1>0 is a regular affine process with infinitesimal generator
(AL, x) = (@ —by) f{(y, x) + (m — 0x) f3(y. X) + 33f2 (v, )

+ y/o (f+2.0) = f(y.x) = 2f{ (7. X)) Coz” " dz (2.3)
in the o € (1, 2) case, and

(A, %) = (@ —=by) fi(y, ) + (m = 02) f5(3,0) + 53(f1 (3, 0 + f2(3,x) (2.4

in the « = 2 case, where (y,x) € Ry xR, f € GCZ(R+ x R, R), and fl/, i=1,2, and
fi’f i i, j € {1, 2}, denote the first- and second-order partial derivatives of f with respect to
the ith, and ith and jth variables.

Proof. By Theorem 6.2 or Corollary 6.3 of [16] (for the & € (1, 2) case) and by the Yamada
and Watanabe theorem (see, e.g. [22, Proposition 5.2.13]) and [19, Example 8.2, p. 221] (for
the @ = 2 case), there is a (pathwise) unique, nonnegative strong solution (¥;);>0 of the first
equation in (1.1) with any initial value nq satisfying P(no > 0) = 1.

Using It6’s formula, we can check (2.1) and (2.2) together with pathwise uniqueness for
(1.1) (for more details, see the proof of Theorem 2.2 of [3]).

We now check that (Y;, X;);>0 is a regular affine process with the given infinitesimal
generator. We may and do suppose that the initial value is deterministic, say, (Yp, Xo) =
(y0, x0) € Ry x R, since the infinitesimal generator of a time-homogeneous Markov process
does not depend on the initial value of the Markov process.

In the @ = 2 case, by 1t6’s formula, for all f € GCZ R4 x R, R), we have

t
f, Xp) = f(yo,XO)+/0 (Af)(Xs, Xs)ds + M (f), 1 =0,

where

t t
M (f) = / F1(Ys, X5)y/Ys dLg +/ f2(Ys, X5)v/ Y5 dBs, 1 =0,
0 0
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and A f is given by (2.4). It remains to show that (M;(f));>o is a local martingale with respect
to the filtration (¥ );>0. However, we prove that it is a square-integrable martingale with respect
to the filtration (¥7);>0, since

t

t
/ E((f(Ys, X,)?Yy)ds < €y / E(Y,)ds <00, 130,
0 0

t t
/ E((f4(Y;. X5)Y’Yy) ds < C3 / E(Yy)ds <00, 130,
0 0

with some constants C; > 0 and C, > 0, where the finiteness of the integrals follows from
E(Yy) = e ®yg+a [y e du, s > 0; see, e.g. [10, Equation (19)], [20, Theorem 6.3.3.1],
or Proposition 3.2 of [2].

In the @ € (1, 2) case, by the Lévy—Itd representation of L, we can rewrite SDE (1.1) in
integral form:

t t o0
Y =yo +/ (a — bYs)ds +/ f Zy/ Ys—N(ds, dz), t>0,
0 o Jo

t t
X, =x0+/ (m—@XS)ds—i—/ VYsdB;,  t>0.
0 0
By It6’s formula, for all f € GCZ (R4 x R, R), we have

t
f, Xp) = f(yo,xo)-ir/o (Af)(Xs, Xs)ds + M (f), 1 =0,

where

t
Mt(f) = /0 fz/(YS‘v Xs)\/?vst

+ /t/oo(f(Ys_ T2V, Xs_) — f(Ys—, X5_)) N(ds, dz), ' 0,
and, by the changeO of (\)/ariable 28y =7,
(AL, X) := (@ — by) f{(y,x) + (m — 0x) f5(y, X) + 535>y, X)
ty /Ooo(f(y +Z.0) = [, 0) = Zf{ (. 0))Caz” T dT

for (y,x) € Ry x Rand f € G?(RJF x R, R). It remains to show that (M;(f));>0 is a
local martingale with respect to the filtration (¥;);>0. However, we prove that it is a martingale
with respect to the filtration (#;);>0. The martingale property of fot fz/(X s Xs)/YsdBg, t >0,
follows in the same way as in the « = 2 case using the fact that there exists some constant C3 > 0
such that E(Y;) < C3(1 + yoe’b’/"‘) for all # > 0; see, e.g. Formula (2.7) or Proposition 2.10
of [26]. Now we check that

t oo -
M/ (f) = /0 fo (fYs— + 2V ¥, Xgo) — f(Ys—, X5-)) N(ds, d2), 1=0,

is a martingale. For all n € N, let

t poo -
M2(f) = fo /] (Voo Am) + 20T A Xoo) — f(¥oe A, Xy)) N(ds, d2),

t ol _
M (f) = /0 /0 F(Yoe A+ 28V Am Xy ) — f(Vse An. X, ) N(ds, do).
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By Taylor’s theorem, we have

[f((Ys—Anm)+zyYso An, Xe ) — f(Xs- An, Xy )| Sz Y5 An sup |f]/(Yax)|

(y,x)eRL xR

for z € R4. Since

t o0
E(/ f | f((Ys— An) 428V An, Xg_) — f(Ys— An, Xs_)| Coz ' 7%ds dz)
0 J1
t o0
<( s o) [ [T E@EADCE  asa:
0 J1

(y,x)eRy xR
o0
< C4n1/“t/ z7%dz
1

t
=C4nl/a—
a—1
< 00, l€R+,

with some constant C4 > 0, by Lemma 3.1 of [19, p. 62], (M,z’"(f)),zo is a martingale with
respect to the filtration (¥;);>¢. Furthermore, since

t pl
E([ / (f((Ys— An)+ ZVO( Yo An, Xs—) — f(Ys— Am, Xs—))2 Caz_l_ads dz)
0 JO

t 1
<cs / E((Y, Am)?/%) ds / e
0 0
2/a !
2 -«
< 00, 1 e R+,

< Csn

with some constant Cs5 > 0, by [19, pp. 62, 63], (Mt3 (f))e=0 is a square-integrable martingale
with respect to the filtration (¥;);>¢. This yields the martingale property of (M,1 (f))=0 with
respect to the filtration (¥;);>¢. Indeed, foralln € Nand f € C’CZ(RJr x R, R), let

n(f) = MY = ME"(f) — M (f), 1 €R;.
Then, by Taylor’s theorem,
t o0 ~
() = /0 /0 o on) (F (Vo + 2T, Xoo) = F (Yo, X)) N(ds, d2)
t o0
- f f Ly, o f{(Yoe + C2 8T, Xy )2 /T N(ds. da)
0 JO
t
=/ f{(Ys—+§Z\/‘y Ys—’Xs—)\/m Yy_dL;g, t ER+»
0

with some (not necessarily measurable) function ¢: 2 — R. Note that, despite the fact
that ¢ is not necessarily measurable, fl’ (Ys— + ¢z Ys—, X5—) is a random variable, since it
equals f(Ys— +z/Ys—, Xs—) — f(¥s—, Xs—), which is a random variable. In the same way,
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(fl’(st + ¢z Ys—, Xs-))sef0,1] 1s a predictable process; thus, we can use Lemma 2.8 of [26],
and, hence, there exist some constants Cg > 0 and C7 > 0 such that, for all t € R,

t 1/a
E( sup |77?(f)|) < Cs E((fo 1{Y5>n}(f]/(Ys + {Z{x/?s» Xs))aYs ds) )

s€[0,¢]
t 1/a
< </ IE(1{Y5>n}Ys) dS) s
0

where the last inequality follows by Jensen’s inequality and the fact that f’ is bounded. As
there exists some constant Cg > 0 such that E(Y;) < Cg(l + yoe 2"/%), t € R+ (see, e.g.
Formula (2.7) or Proposition 2.10 of [26]), we have

t t
/ E(Ljy,>n¥s)ds < Cg f (14 yoe /) ds <00,  neN,
0 0
and so, by the dominated convergence theorem,

lim E( sup]|n;?(f)|) —0, 1eR,.

=00 s€[0,t

Then (Mtl (f))=0 is a martingale with respect to the filtration (¥#;);>0. For more details, see [3,
Proof of Theorem 2.2].

Finally, we check that the transition semigroup (P;);>o with state space Ry x R corre-
sponding to (Y;, X;);>0 is a regular affine semigroup having infinitesimal generator given by
(2.3) or (2.4) in the o € (1, 2) or, respectively, « = 2 case. Using the notation given in [12],
O, (i, )7 i Bi)i—ys (Bi )7 =1+ 0, ) and (O, (@i, )7 1> (BD)F—y, (Bi, )} j—y» 0, 0) are sets
of admissible parameters corresponding to the @ € (1, 2) and a = 2 cases, respectively, where

0 0
< 1) ifa e(1,2),
(011,1 0[1,2> — 0 >
a1 022 0
< 1) ifa = 2’
2
(b1, b2) = (a,m) fora e (1,2],
Bii Bia)._ (b O
(,32,1 ﬂz,z) o (O _9> fora € (1,2],

wu(dy, dx) := Cqy "% dyso(dx) fora € (1,2),

[l ST

and §y denotes the Dirac measure concentrated on 0 € R. Hence, it follows from Theorem 2.7
of [13] (see also Theorem 6.1 of [12]) that, for these sets of admissible parameters, there exists
a regular affine semigroup (Q;);>0 with infinitesimal generator given by (2.3) or (2.4) in the
a € (1,2) or, respectively, « = 2 case. By Theorem 2.7 of [13], C°(R+ x R, R) is a core
of the infinitesimal generator corresponding to the affine semigroup (Q;);>0. Since we have
checked that the infinitesimal generators corresponding to the transition semigroups (P:);>0
and (Q;);>0 (defined on the Banach space of bounded functions on R4 x R) coincide on
CX (R4 x R, R), by the definition of a core, they coincide on the Banach space of bounded
functions on Ry x R. Then (¥;, X;);>0 is an affine process with infinitesimal generator (2.3)
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or (2.4) in the @ € (1, 2) or, respectively, « = 2 case. We also note that we could have used
Lemma 10.2 of [13] to conclude that (¥;, X;);>0 is a regular affine process with infinitesimal
generator (2.3) or (2.4) inthe @ € (1, 2) or, respectively, @ = 2 case, since we have checked that
(M;(f))r=0 is a martingale with respect to the filtration (¥;);>¢ for any f € @§(R+ x R, R)
in both the o € (1, 2) and @ = 2 cases.

Remark 2.1. In Theorem 2.1 it was assumed that a > 0, which ensures that P(Y; > 0 for all
t>0)=1.

3. Stationarity

The study of existence of stationary distributions for affine processes in general is currently
under active research.

In the special case of continuous-state branching processes with immigration the question
of existence of a unique stationary distribution has been studied; see [23, Theorem 2.6] or [25,
Theorem 3.20 and Corollary 3.21].

Glasserman and Kim [17, Theorem 2.4] proved existence of a unique stationary distribution
for the process

dY, = (a — bY,) dr + /Y, dL,, t>0,
Xm=_0X1dt+\/1+O'YtdBl, tz(),

wherea > 0,b > 0,6 > 0,0 > 0, and L and B are independent standard Wiener processes.
The following result gives the existence of a unique stationary distribution of the affine
process given by SDE (1.1) for both the & € (1, 2) and o = 2 cases.

Theorem 3.1. Consider the two-dimensional affine model (1.1) witha > 0, b > 0, m € R,
and 0 > 0, and with a random initial value (no, {o) independent of (L., B;);>0 satisfying
P(ng > 0) = 1. Then

G) Yz, Xp) 2 (Yoo, Xo0) ast — 00, and the distribution of (Yoo, Xoo) is given by
. 0 m
E(e—m)’ochlAzXoo) = exp{—a/ vs(A1, Ap)ds + igkz} 3.1
0

for (A1, X2) € Ry x R, where vi(A1, A2), t > 0, is the unique nonnegative solution of
the (deterministic) differential equation

ovy 1 1

—L (A1, A) = —bu; (A1, A2) — —(Ur (g, M) + —e 223, >0,
at( 1, A2) r(A1, A2) a( r (A1, A2)) +2 > (3.2)
vo(A1, A2) = A,

(i1) supposing that the random initial value (no, o) has the same distribution as (Yoo, X o)
given in part (i), (Yy, X;)i=>0 is strictly stationary.

Proof. (i) We prove this part in three steps.

Step 1. In this step we give some representations of the affine transition semigroup (P;);>0
with state space R x R corresponding to the process given by SDE (1.1). By Theorem 6.1
of [12] and Theorem 2.1, the transition semigroup (P;);>0 is given by

/ €6 Py ((y0. x0), &) = el000) V1 (W)-+6:(0)
Ry xR
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foru € U, (yo, x0) € Ry x R, # > 0, where U := C_ x (iR) with
C_:={z +iza:z21 € (-00,0], 22 € R}, iR:={izz: 22 € R},

and for all u = (uy,u2) € U, we have ¥, (u) = (W\" (), e=%"uy), t > 0, where ¥ (),
t > 0, is a solution of the generalized Riccati equation

1

o W) = RV W), e uy), >0, Yy w) =u,

and

t
bi(u) = f FyVw),e Pux)ds, t>0.
0

Here, for « € (1, 2], the (complex-valued) functions F and R are given by

_ o M2
(zu1) 2 u=wow)eU.

F(u) = auy + muy, R() = —bu; + ——— +
o

Indeed, inthe « € (1, 2) case, the formula for R(«), u € U, can be checked as follows. By [12],
inthe ¢ € (1, 2) case,

“% Rl (u,€) —l-«
R(u>:=—bu1+7+/0 / (@8 — 1 — (u, £))Col '~ dEy50(dEs)

u2

o0
= —bur+ 2+ cafo €8 — 1 — g1~ dgy

(-up® w3
2 9

= —bu; + ueU,

where, for the last equality, we used the facts that 1/T'(—«) = a(e — 1)/T'(2 — @), the
imaginary part of —iu (£ is nonnegative, and
a(a —1)

> iz€) _ 1 _; —l—a
o | izeng e

(—ig)* =
for all complex numbers z with nonnegative imaginary part; see, e.g. [35, pp. 67, 68].
Note also that, for all u = (u1,us) € U and t > 0, the real part of w,(l)(u) is less than or

equal to 0 (compare also with Remark 2.2 of [13]), and, in addition, if u; € R such thatu; <0
then lp,(l)(u) € R with lpt(l)(u) < 0. Moreover, for all # > 0, we have

—0t

' t _
¢ (u) = / (at/fégl)(u) +me P uy)ds = a/ 1//§1)(u) ds + mulee
0 0

In fact, one can give a simplified characterization of the transition semigroup (P;);>0 by

00 oo .
/ /' e MEIHRE p (v x0), dEq, dEd)
0 —00

= exp{—yovr (A1, A2) + ixoe %' A2 + g (A1, 12)) (3.3)
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for (A1, X2), (v, x0) € Ry x R, where

t
gr(A1, A2) = f (—avg(A1, 22) + ime % 2p) ds
0

t 1— e—@t
- —a/ sk, A ds iy —— (3.4)
0

and v; (A1, A2), t > 0, is the unique, nonnegative solution of the differential equation

v, 1 1
L, h) = —bv, (0, ha) — — (0, (hg, M) + —e 20122, t>0,
at( 1, A2) v (A1, A2) a(v’( 1, A2)" + 5 3 > 3.5)

Vo(A1, A2) = Aq,

in the ¢ € (1, 2] case; see [3, Proof of Theorem 3.1]. Note also that v;(A1, Ap) > 0 for all
(A1, A2) € Ry x R, since w,(l)(u) <0 for u; < 0. The uniqueness of the solutions of the
differential equation (Cauchy problem) (3.5) follows by general results of [13, Propositions 6.1
and 6.4, and Lemma 9.2]. For a direct proof, see the proof of Theorem 3.1 of [3].

Step 2. We show that

V(A A2) < MOy, A2)(1 + 1) max(e 207, ™), >0, (A, h2) €eRy xR, (3.6)

where
A+ M if b 26
1 Y - 1 s
2|b — 26
M(Ay, Ap) = )\'2 |
,\1+72 if b = 26.

The proof is based on the following version of the comparison theorem (see, e.g. [34] or
Lemma B.3. of [15]): if S: Ry x R — R is a continuous function which is locally Lipschitz
continuous in its second variable and p, ¢ : R4y — R are differentiable functions satisfying

p't) <S8, p@), t=0, q'(t) =S, q@), t=>0, p(0) < q(0),

then p(¢) < g(¢) for all t > 0. Using this, we can check that v;(A1, A2) < u;(r1, Ap) for all
t > 0and (A1, X2) € Ry x R, where, for all (A1,A2) € Ry x R, u; (A1, A2), t > 0, is the
unique solution of the differential equation

ou 1 _
a—t[()»l, A2) = —bu; (A1, A2) + ¢ W52, 10, uo(A1, A2) = Aq.

Furthermore, we can verify that

22 A2
<)»1 + 2(b—i20))€_bt - 2([9—_2}_29)6_26” if b 75 26,
ur(ri, A2) = 2 (3.7)
(xl + ?zt)eb’ if b = 26.

For more details, see the proof of Theorem 3.1 of [3].
Finally, by (3.7), (3.6) readily holds for b = 20. If b > 20 then

A3 A3
)\' , )\’ < )\’ —20t _ 2 —20t < )\’ _ 2 1 t —29[’
ur (A1, A2) < Are —2(_b+29)6 <M b1 29) (I+1)e
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and if 0 < b < 26 then
ur(A, A2) < (A1 + A—% e P <+ /\—% (1+0e™",
- 2(—b + 26) - 2(—b +26)

as desired.
Step 3. By the continuity theorem and (3.3), to prove (i), it is enough to check that, for all
(A1, A2), (Yo, x0) € R4 x R,

o0
. . .m
tllrgo(—yovz()»l, A2) +ixoe a0 + g (M1, M) = —a/ vs (A1, A2) ds + 15)»2
- 0

= goo(A1, A2), (3-8)

and that the function Ry x R 3 (A1, A2) — goo(A1, A2) is continuous. Indeed, using (3.3),
and the independence of (1o, ¢o) and (L;, B;):>0, the law of total expectation yields

E(e—kl Y;+i)»2X,)

o0 proo .
= / / E(e~ Y% | (v, X0) = (30, %0)) P(vy, xo) (dyo, dxo)
0 —00

o0 o0
= / / exp{—yovr (A1, 42) +ixoe ™" A2 + g (A1, 22)} Py, xo) (Ao, dxo)
0 —00

forall (A1, A2) € Ry x R, where P(y,, x,) denotes the distribution of (Yp, X¢) on Ry x R, and,
hence, (3.8) and the dominated convergence theorem imply that

o o
lim E(e~* 12X = / / e 22 Py 0 (dyo, dxg) = ef (17
0 —00

—>00

for (A1, 22) € Ry x R. Then, using the continuity of the function Ry x R 3> (A1, A2) +—
8oo(A1, X2) (which will be checked later), the continuity theorem yields (i).

Now we prove (3.8). Since 8 > 0 and b > 0, by (3.6), and using the fact that v; (A1, A) > 0
forall + > 0 and (A1, A) € R4 x R (see step 1), we have

lim (—yov; (A1, A2) + i)Coe_el)uz) =0.
1—00

Recall that
—ot

! ) 1—e
&A1, A2) = —a/ v (A1, A2) ds + lmsz
0

Since 6 > 0, we have lim;_, o (1 — e’9t)/9 = 1/6, and since v;(A1,A2) > O forall ¢ > 0,
(A1, A2) € Ry x R (see step 1), by the dominated convergence theorem and (3.6), we obtain

4 o
lim vs(A1, Ap) ds = / vg (A1, A2) ds.
t—>00 0 0
Indeed, forall > O and s > 0, v (A1, A2)1[0,,(s)| < vs(X1, A2), and, by (3.6),
© o0
/ vs (A1, A2) ds < M(M,M)/ (14 s) max(e 2%, e7b*) ds
0 0

o111
— MO, 2 o — 4 ——
(A1 2)max<b+b2 w0 (29)2>

< Q.
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The continuity of the function Ry x R > (A1, A2) — goo(A1, A2) can be checked as
follows. It will follow if we prove that, for all s > 0, the function vy is continuous. Namely,
if A0 = (A(") A('l)) €N, is a sequence in R x R such that lim, o, A"Y = A, where
A e Ry x R, then lim,,_, o0 vg(A"™) = v, (1) for all s > 0, and, by (3.6),

v (W) = v, A, A < M, A1 4 s) maxe ™, e ), neN, s> 0.

Slnce the sequence A", n € N, is bounded (since it is convergent), we have sup,eny M (k("),
A( ) < 00, and using also that fo (1 4+ s) max(e 2% e=b5) ds < oo, the dominated conver-
gence theorem implies that

o0 o
lim [ v, Ay ds = / vs (A1, ) ds,
0

n—oo 0

which shows the continuity of g«,. Finally, we prove that, for all s > 0, the function R} xR >
(A1, X2) = wvg(r1, X2) is continuous. Note that the function vy does not depend on the
parameters a and m, since it is the unique solution of the differential equation (3.2). Let
(Y:, X1)r>0 be an affine process satisfying SDE (1.1) with initial value (Yo, Xo) = (Yo, Xo0),
and with parameters a = m = 0 and the given b > 0 and § > 0. Then, by (3.3),

OO OO . ~
/ / e MEFIRR Bo((yg, x0), &1, d&2) = exp{—yovs (A1, A2) +ixoe ™ A2} (3.9)
o0

for s € Ry and (Aq, )»22, (Nyo, x0) € Ry x R, where (13;),20 denotes the transition semigroup
of the affine process (¥;, X;);>0. For all s € R, the left-hand side of (3.9) is a continuous
function of (A1, A2) € R4 x R, since,for all (A1, 12) € Ry x Rand (hy, hy) € R2,

e HISIHOHIE Py ((y0, x0), dé1, d&2)

o (@] . ~
_ / / e~MEH2E B (9, x0), déj, dE>)
0 —00

© poo } -
< / / e MEHRE 1| B (30, x0), d&1, dE2),
0 —00

which tends to 0 as (h1, hy) — (0, 0), by the dominated convergence theorem. This implies
that the right-hand side of (3.9) is also a continuous function of (11, A7) € R4 x R. This readily
yields the continuity of the function vy for all fixed s € R...

(ii) First we check that the one-dimensional distributions of (Y;, X;);>¢ are translation
invariant and have the same distribution as (Yoo, Xoo). Using (3.1), (3.3), the tower rule,
and the independence of (Yy, Xo) and (L, B), it is enough to check that, for all # > 0 and
(A1, A2) e Ry xR,

E(exp{—v; (A1, 22) Yoo +ie " M X oo + g (A1, 22)})

> m
:exp{—a/ vs(kl,kz)ds+igk2}.
0

By (3.1) and (3.4), and using the fact that v,(A1, A2) > Oforallr > 0 and (A1, 22) e Ry xR
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(see step 1 of the proof of part (i)), we have

E(exp{—v; (A1, 22) Yoo +ie™ " A2 X oo + g1 (A1, A2)}D)

0 m
= CXP{—a/ s (v (A1, A2), e 7 h0) ds + e Y00 + g (M1, )»2)}
0

o0 t
= CXP{—G (/ s (U (A1, A2), e 00) ds +/ vs(A1, A2) dS) + i%?nz}-
0 0

Hence, it remains to check that

t

o0 o0
/ vg(A1, A2) ds =/ vs(vz()m)»z),e*e')»z)dS—l-/ vs(A1, A2) ds
0 0 0
fort > 0 and (A1, A2) € Ry x R, i.e.
o0 o0
/ Vg(A1, Ap)ds = / vs (v (A1, 22), e 12) ds, t >0, (A1, 1) e Ry xR,
t 0

For this, it is enough to check that
vs (U (A1, A2), €77 A2) = vgir (A1, A2), s,t >0, (A, A2) e Ry xR,

or, equivalently,

v (Us(h1, A2), e 00) = ve (A1, 22), 5,1 >0, (A, ) € Ry x R. (3.10)
By (3.2), we have
ov 1 |
asf (11 22) = =bvs (A1, A2) = — (s (i1, 1) + e W02 1 >0,

with initial condition vg49(A1, A2) = vg(r1, A2). Note also that, again by (3.2),

ov _ _ 1 _
a—t’ws(xl,xz),e 05)2) = —bvi(v5 (A1, A2), e % hg) — — (v, 22) € 95 32))%
+ye e ™) 120,

with initial condition vy (vs (A1, A2), e’es)»z) = vg(A1, A2). Hence, for all s > 0, the left- and
right-hand sides of (3.10), as functions of t > 0, satisfy the differential equation (3.2) with the
initial value vg (A1, A2). Since (3.2) has a unique solution for all nonnegative initial values, we
obtain (3.10).

Finally, the strict stationarity (translation invariance of the finite-dimensional distributions)
of (Y;, X;)>0 follows by the chain rule for conditional expectations and the fact that it is a
time-homogeneous Markov process.

4. Ergodicity

As with the existence of a unique stationary distribution, the question of ergodicity for an
affine process is also the focus of current investigations. Recently, Sandri¢ [31] proved ergod-
icity of so-called stable-like processes using the same technique that we applied. Furthermore,
the ergodicity of the so-called a-root process with @ € (1, 2] (see the first SDE of (1.1)) and
some statistical applications were given in [26].

In the following result we give the ergodicity of the affine diffusion process given by SDE
(1.1) with ¢ = 2.
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Theorem 4.1. Consider the two-dimensional affine diffusion model (1.1) witha = 2, a > 0,
b>0,meR, and 6 > 0, and with a random initial value (no, {o) independent of (L;, Bt)s>0
satisfying P(ng > 0) = 1. Then, for all Borel measurable functions f: R?> — R such that
E|f (Yoo, Xoo)| < 00, we have

]P’( lim —/ F(Ys, Xg)ds = E f(Yoo, Xoo)> =1, 4.1

where the distribution of (Yoo, Xoo) s given by (3.1) and (3.2) with o = 2.

Proof. We use the notation of [28] and [29]. Using Theorem 6.1 (so-called Foster—Lyapunov
criteria) of [29], it is enough to check that

(a) (Y:, X:)r>0 is aright process (defined as [32, p. 38]);

(b) all compact sets are petite for some skeleton chain (skeleton chains and petite sets are
defined in [28, pp. 491, 500] and [27, p. 550], respectively);

(c) there exist ¢, d € R with ¢ > 0 such that the inequality
(AnV)(y,x) < —cV(y, x) +d, (y.x) € Oy,
holds for all n € N, where O, := {(y, x) € Ry x R: ||(y, x)|| < n} foreachn € N,
Vy.x) =G —c)’+@x—c)’  (.x) eRy xR, (4.2)

with some appropriate c1, ¢ € R, and 4, denotes the extended generator of the process
(Y(") X(n )r>0 given by

(Yt(n) X(n)) — (Yt, Xt) fort < Tn’
0,n)  fort >T,,

where the stopping time T}, is defined by 7, := inf{t € Ry : (¥;, X;) € R+ xR)\ O,}.
(Here we note that instead of (0, n) we could have chosen any fixed state in (R xR)\ Oy,
and we could also have defined (Y( ( )¢>0 as the stopped process (Yi a1, , XiAT,)i>0;
see [29, p. 521].)

Indeed, Theorem 6.1 of [29] then yields the exponential ergodicity of the process (Y7, X;);eR, »
namely, there exist 8 > 0 and B € R, such that

\ |Sl:/p 1|E(g(Yz» X) | (Yo, Xo) = (30, %0)) — E(g(Yoo, X)) < B(V (y0, x0) + e~
gl=V+

for all t+ € R4 and (yo, x0) € R4+ x R, where the supremum is taken over Borel measurable
functions g: Ry x R — R. According to the discussion after Proposition 2.5 of [6], this
implies (4.1). Here we point out that, due to Bhattacharya [6], we do not have to assume that
P(Yyp > 0) = 1 in order to prove (4.1).

To prove (a), it is enough to show that the process (¥;, X;):cRr, is a (weak) Feller (see [28,
Section 3.1]), strong Markov process with continuous sample paths; see, e.g. [28, p. 498].
According to Proposition 8.2 (or Theorem 2.7) of [13], the process (Y, X;);>0 is a Feller
Markov process. Since (Y;, X;);>0 has continuous sample paths almost surely (specifically, it
is cadlag), it is automatically a strong Markov process; see, e.g. Theorem 1 of [9, p. 56].
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To prove (b), in view of Proposition 6.2.8 of [30], it is sufficient to show that the skeleton
chain (Y, X;,)nez, isirreducible withrespect to the Lebesgue measure on Ry x R (see, e.g. [29,
p- 520]), and admits the Feller property. The skeleton chain (Y,, X;),ecz, admits the Feller
property since the process (Y;, X;);>0 is a Feller process. In order to check irreducibility
of the skeleton chain (Y, X;,)usez, Wwith respect to the Lebesgue measure on Ry x R, it
is enough to prove that the conditional distribution of (Y7, X1) given (Yp, Xo) is absolutely
continuous (with respect to the Lebesgue measure on R x R) with a conditional density
function fiy, x,)| (vo.xo): R? x R? — R such that fy, x,)|v.x0)(Y> X | Yo, %0) > O for all
(v, x, yo, x0) € (0,00) x R x Ry x R. Indeed, the Lebesgue measure on Ry x R is o -finite,
and if B is a Borel set in R x R with positive Lebesgue measure then

(Z 13(Yy, Xp) ‘ (Yo, Xo) = (yo,XO)) > P((Y1, X1) € B | (Yo, Xo0) = (Yo, X0))
n=0

=/Bf(Y1,x1)\<Yo,Xo>(y,x | yo. x0) dy dx
>0

for all (yo, xo) € Ry x R. The existence of f(y, x)|(v,.x,) With the required property can be
checked as follows. By Theorem 2.1 we have

1 1
Y, =e_b<yo+a/ ebu du+/ eb“\/Yu dL,,),
0 0
1 1
X, =e_9<xo+m/ eeudu—i—/ ee“\/YudBu),
0 0

provided that (Yo, Xo) = (yo, X0), (o, x0) € R4+ x R. Recall that a two-dimensional random
vector ¢ is absolutely continuous if and only if V ¢ 4-v is absolutely continuous for all invertable
matrices V € R?*2 and for all vectors v € R?, and if the density function of ¢ is positive on
a set § C R? then the density function of V¢ + v is positive on the set V.S + v. Hence, it is
enough to check that the random vector

1 1
(f eb“\/Y_,,dLu,/ eeu\/Y_udBu) 4.3)
0 0

is absolutely continuous with respect to the Lebesgue measure on R? having a density function
being strictly posmve ontheset{y e R:y > —yp —a f eP*du} x R. Forall x € R and
y < —Yo —af e’ du, we have

1 1
IP’([ et Jy,dL, < y, / e?.\/Y,dB, < x)
0 0
1 1
:]P’(ebY] - Y0 —a/ P du <y, / /Y, dB, < x>
0 0

<Pl <0)
=0,

since P(Y; > 0) = 1. Note that the conditional dlstrlbutlon of f ! e’ /Y, dB, given
(Y1)te[0,17 is a normal distribution with mean zero and variance f e29“Y du due to the fact
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that (Y;):efo0,1] and (B;);>0 are independent. Indeed, (Y;);>¢ is adapted to the augmented
filtration corresponding to 1o and (L;);>o (see, e.g. [22, p. 285]), and using the independence
of the standard Wiener processes L and B, and Problem 2.7.3 of [22], we can argue that
this augmented filtration is independent of the filtration generated by B. Hence, again using
the independence of the standard Wiener processes L and B, we obtain, for all x € R and
y > —yo— afol eP* du,

1 1
IP’(/ et /Y, dL, < y,/ e’ /Y, dB, < x)
0 0
1 1
= P(ebYl -0 —a/ et du <y, / e /Y, dB, < x)
0 0

= E(l{yl <e_”(y+yo+a .[0] ebu du)} ]E(l{f()l eﬂu /yu dB, <x} | (YI)IE[O,]]))
X 1

— . 20u

- IE:<1{Y1 <eP(y+yo+a f ebt du)) /_oo p(w, /O e Yy du) dw)’

1 252
ew/2a

(w; 0%) 1= —— :
i N2mo?

We note that, under the assumption that a > 0, P( fol g20u Y, du > 0) = 1. Then, by the law of
total expectation, forallx e Randy > —ygp —a /01 eb du,

1 1
IP’(/ e Jy,dL, < v, / /Y, dB, < x>
0 0

where

w e R, o > 0.

F x 1 w2
:/ / E( exp{— Y] } ' Yy = Z)le(Z)dZdw,
0 e \/2yrf01ez—9”Yudu 2 [} ey, du

where F := e ?(y + yo + a fol e’ du) and Sy, denotes the density function of Y7 (given that
Yo = yo, yo € Ry). For yg € (0, 00),

2beb@a+D) ( y )“—1/2 { 2b(yo + eby)} ( 2b./30y
e expy—————— tha—1| —F=

fr(y) = -1 R sinh(b/2)>1(0’°°)(y)

for y € R, where I, denotes the modified Bessel of the first kind of order 2a — 1, i.e.

00 1 X 2m+2a—1
Lg1(x) = n;) m(z) , x € (0, 00);

see, e.g. [5, Proof of Proposition 2], [10, Equation (18)], or [20, Proposition 6.3.2.1]. For
yo = 0, the density function of Y7 (given that Yo = 0) is given by

1 26 N\ L, 2by
= - — 1 , R,
fY] (y) F(Za)(l —e_b) y exp{ 1 —e_b} (0,00)(y) y €

since, by [19, p. 222], Y; (given that Yo = 0) has a gamma distribution with parameters 2a and
2b/(1 —e?). Note that in both cases fr,(y) > Oforall y € (0, 00). Then, by a change of
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variable, we have, forallx e Randy > —yp —a fol eb du,

1 1
IP’(/ et /v, dL, < y,/ /Y, dB, < x)
0 0
¥ x exp{—w?/2 [ ey, du 1
:/ | / E( p{ /2 [y u du} Y, :eb(v—i—yo—i-a/ eb”du>>
—yo—a [y e’ du J—oo 2 fol e2fuy, du 0
1
X fy, (e_b(v+yo +af ebu du))e_b dvdw.
0

In what follows we will make use of the simple observation that, if § and n are random
variables such that P(§ > 0) = 1, E(§) < oo, and P(n > 0) = 1, and 7 is absolutely
continuous with a density function f,, having the property f,(x) > 0 Lebesgue almost every
x € (0,00), then E(¢ | n = y) > 0 Lebesgue almost every y € (0, oo). For a proof, see, e.g.
the proof of Theorem 4.1 of [3].

Now we return to the proof that the random vector (4.3) is absolutely continuous with
respect to the Lebesgue measure on R? with a density function being strictly positive on the set
{y €R:y > —yo—a fy " du} x R. Since sup, , xe™" /2 < 0o, w € R\ {0}, implies

that
1 1/2 w?
E((er/ ey, du) exp{—l—}> < 00, w € R\ {0},
0 2 [, e*"Y, du

and using the fact that fy, (e > (v + yo +a fol eP*du)) > Oforallv > —yg —a fol b du,
there exists a measurable function g: R*> — R, such that g(v,w) > 0 for v > —yg —
a fol e du, w e R, and

1 1
IP’(/ et Jy,dL, < v, / e /Y, dB, < x)
0 0

y X
f / g, w)ydvdw ify> —yp —afol eP* du, x e R,

—yo—a fol ebu du J—oc0

0 ifyf—yo—afoleb“du,xeR,

as desired. Consequently, the random vector (4.3) is absolutely continuous with density function
g having the desired property.

To prove (c), we first note that, since the sample paths of (¥, X) are almost surely continuous
for each n € N, the extended generator has the form

(An ). x) = 3100 X) + 339555 (3, %) + (@ — by) f{(y, x) + (m — 0x) f{ (v, x)

for all (y,x) € O, and f € @2(R+ x R, R); see, e.g. [29, p. 538]. We also note that, by [13,
Theorem 2.7], for functions f € GCZ(RJr x R, R), A, f = Af on O,, where A denotes the
(nonextended) generator of the process (Y;, X;);er, . For the function V defined in (4.2), we
have V € 02(R+ x R, R) and

Vi(y, x) =2(y = c1), Va(y, x) = 2(x — c1), VI (v, x) = Vyh(y, x) =2,
for (y, x) € R4 x R, and, hence, foralln € Nand 0 < ¢ < oo,
AV, x) +cV(y,x) = (c — Zb)y2 +2(1+4+a+bcy —ccr)y + CC% — 2ac;
+2(m — 0x)(x — c2) + c(x — ¢2)* forall (y, x) € O,.
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Let us choose ¢ > 0 in such a way that ¢ # 2b, and let ¢» := m /0. Then

1+a+ bc; —cc1>2 (1+a+bc; —ccy)?

(A V)(y, x) +cV(y,x) = (C—2b)<Y+ — b c—2b

2
+cc%—2acl+(c—20)(x—%> R (v, x) € Oy.
Hence, (A4, V)(y,x) < —cV(y,x) +d, (y,x) € O,,n € N, with ¢ € (0,2min(b, 0)) and
(1+a+bc; —ccr)?
c—2b

Note that the above argument also shows that in the definition of the function V' given in (4.2)
the constant ¢; can be an arbitrary real number.

d:= + cc? — 2acy.

In the next theorem we collect several facts about the random variable (Yoo, Xoo) given by
(3.1) and (3.2) with @ = 2.

Theorem 4.2. The random variable (Yo, X o) givenby (3.1) and (3.2) witha = 2 is absolutely
continuous, and the Laplace transform of Y takes the form

. A —2a
E@ ") =14+ — , A e Ry,
(e ) ( + 2b> 1€ Ry
50 Yoo has gamma distribution with parameters 2a and 2b.  Furthermore, all the (mixed)
moments of (Yoo, X o) of any order are finite, i.e. we have E(YZ | X oo |P) < ocoforalln, p € Z4,
and, specifically, g m
E(Yoo)zgv E(Xoo)z—»

9
a2a +1) ma 5 . af +2bm?
EY2)= — "  EloXe)=—, EX:i)=— "
a
E(YooX2) = —————(O(ab + 2ad + 6) + 2m>b(20 + b)).
(Yoo X3,) (b+29)2b292((“ +2a6 +0) +2m~b(20 + b))

Proof. First we show that the random variable (Yo, X) is absolutely continuous. Let us
consider the two-dimensional affine diffusion model (1.1) withae =2,a > 0,b > 0, m € R,
and @ > 0, and with arandom initial value (Yp, Xo) independent of (L;, B;);>0 having the same
distribution as that of (Yo, X0). Then, by part (ii) of Theorem 3.1, the process (¥;, X;);>0 18
strictly stationary. Hence, it is enough to prove that (Y7, X1) is absolutely continuous. This
can be done similarly to the proof of Theorem 4.1(b), and so we only sketch a proof. Namely,
by Theorem 2.1 we have

1 1
Y :e—b<YO+a/ ehu du+/ et /v, dLu>,
0 0
1 1
Xl =e_9<X0+m/ 69u du +/ Ceu\/ Yu dBu>
0 0

Since £ and n are independent two-dimensional random vectors such that one is absolutely

continuous, their sum & + 7 is absolutely continuous (regardless of the other distribution), so
it is enough to check that the random vector

1 1
(/ eb“\/YudLu,v/‘ eeu,/yud3u>
0 0
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is absolutely continuous with respect to the Lebesgue measure on R?. Its proof goes along the
very same lines as the proof of Theorem 4.1(b).

The fact that Y, has a gamma distribution with parameters 2a and 2b follows from [10,
Equation (20)]. For other proofs, see [3, Proof of Theorem 4.2].

We now prove that all the mixed moments of (Yoo, Xoo) are finite. Let us consider the
two-dimensional affine diffusion model (1.1) witha =2,a > 0,b > 0,m € R,and 6 > O,
and with a random initial value (Yo, Xo) independent of (L;, B;);>¢ such that all the mixed
moments of (Yy, Xo) are finite and P(Yy > 0) = 1. We note that, due to Theorem 3.1, the
distribution of (Y, Xoo) does not depend on the initial value of model (1.1), so we can have
such a choice. First we show that

t
/ E(Y"X3")du < oo forallt > Oandn, p € Z,. (4.4)
0

Owing to the inequality between two power means, (a + b + ¢)*? < K(a*? + b*P +
czp), a,b,c € R, with some constant K > 0, and, hence, by (2.2), to prove (4.4), it is
enough to check that

t ) u 2p u 2p
/ ]E(Y,:’ (e_zl’g"XOp + <m/ e 0=V dv) + (/ e v Jy, dBv> )) du
0 0 0

<00 4.5

for all t+ > 0 and n, p € Z4. Since, for all u € [0, t], the conditional distribution of
Jo e W /Y, dB, with respect to the o-algebra generated by (Yy)sefo,s] is a normal dis-
tribution with mean O and variance f e 20—y du, to prove (4.5), it is enough to check that,
forallt > Oandn, p € Z,

t t
/ E(e 27"y XZP) du < oo, / E(Y") du < oo,
0

0
t u P
/ E(Y,f (/ e Wy, dv) )du < 00.
0 0

Using the facts that & > 0 and P(Y; > O t € Ry) = 1, by the Cauchy—Schwarz inequality,
for all u € [0, t], we have E(e 2Py X p) < (IE(YZ”))1/2(]E(X4p))1/2 and

u p
E(Y; (/ e—29(“—v>Yvdv) )
0
u 2p 1/2
= coen (e[ o))
0
u u 1/2
— (E(YMZn))l/2</ / E(le ...szp)dvl ...dvzp)

1/2
s(E(Yj"))”z(/ / EXD) - -E(Y325)>1/2Pdv1-~-dv2p) :

and

Where the last inequality follows by the multivariate version of Holder’s inequality. Since
E(X, 4p ) < 00, this shows that, in order to prove (4.4), it is enough to check that, for all k € Z
and 7 € Ry, sup,¢po.] E(Y¥) < oo, which is verified in [3, Proof of Theorem 4.2].
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For all n, p € Z, using the independence of L and B, by Itd’s formula, we have

d(Y"XP) = nY" ' X7 ((a — bY,) dt + Y, dL,) + pY X~ ((m — 6X,) dt ++/Y, dB,)

1 —1 _
n(nz—) YIXPY, di + %Y!’X{’ ¥, dr
_ —1
_ (nYlnl(Cl . bY;)X,p + thn(m _ QXt)X,p 1 4 i’l(l”lz )Ytn*]ti
-1 _ - -
N P(P2 )Y[n+1Xt[7 2) dr +nY"V2XP dL, + py"2xP 1 dB,

for + > 0. Writing the SDE above in an integrated form and taking the expectation of both
sides, we have

EY!X!) —EY} X))
t
= / |:an E(Y" X0y — bn E(Y!XE) + pm E(Y;Xg’*‘) — pOEQY!XY)
0

_1
410 =D ooty

pip—1)
2 2

E(Y;+1X52)] du, 1>0,

where we have used the facts that

t t
(/ Y;"”fo,’dLu> and (/ Y;’“/zxf‘ldz}u)
0 t>0 0 t>0

are continuous square-integrable martingales due to (4.4); see, e.g. [19, p. 55]. Introduce the
functions f; , () := E(Y"X?), t € Ry, forn, p € Z,. Then we have

—1
£, (0) = —(bn + pb) fu p(1) + (an + %)fnl,pm + pfo 1 (6)

+ y.fnﬂ,p—z(ﬂ, t € Ry,

where fi ¢(t) ;= 0if k,£ € Z withk < 0 or £ < 0. Hence, for all M € N, the functions
Ju,p» n, p € Zy, withn+p < M satisfy ahomogeneous linear system of differential equations
with constant coefficients. Thus, foralln, p € Z, the function f;, , is a linear combination of
the functions e~ *kb6+00) s ¢ R4, k, £ € Zy, withk + £ < n + p, since the eigenvalues of the
coefficient matrix of the abovementioned system of differential equations are — (kb+-£6), k, £ €
Zy, with k + € < M. Consequently, for all n, p € Z,, the function f, , is bounded and the
limit lim; , o fy,p(?) exists and is finite. By the moment convergence theorem (see, e.g. [33,
Lemma 2.2.1]), limy— o0 fn,p(t) = lim— oo E(Y"X?) = E(Y2L XZ), n, p € Z. Indeed, by
Theorem 3.1 and the continuous mapping theorem, Y/ X — Y2 X%, ast — oo, and the family
{y"X!: t € Ry} is uniformly integrable. This latter fact follows from the boundedness of the
function f2,2,; see, e.g. [33, Condition (2.2.5)]. Hence, all the mixed moments of (Yoo, Xoo)
are finite.

Finally, we calculate the moments listed in the theorem. Let us consider again the two-
dimensional affine diffusion model (1.1) witha =2,a > 0,b > 0, m € R, and 6 > 0, and
with a random initial value (Yo, Xo) independent of (L;, B;);>0 having the same distribution
as that of (Yoo, Xoo). Then, by Theorem 3.1, the process (¥;, X;);>0 is strictly stationary, and,
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hence, f, ,(t) = E(Y&Xé’o) forallt € Ry and n, p € Z4. The above system of differential
equations for the functions f, ,, n, p € Z,, yields

1 nin—1 _
E(YLX5) = m((gn + %) E(YS'X5) + mp E(YLXE h

N P(p2 1) ]E(ng‘xgo—2)> .6)
forall n, p € Z4+. By (4.6) we can calculate the moments listed in the theorem.

Finally, we note that, to calculate the moments E(Y X ) < oo, n, p € Z4, we could have
used Formula (4.4) of [15], which gives a formal representation of the polynomial moments of
(Y:, X;), t € Ry. The idea behind this formal representation is that the infinitesimal generator
of the affine process (¥, X) formally maps the finite-dimensional linear space of all polynomials
in (y,x) € Ry x R of degree less than or equal to k into itself, where k € N. For a more
general class of time-homogeneous Markov processes having this property, for the so-called
polynomial processes, see [11]. We also remark that the moments of Yo, could have been
calculated directly using the fact that Y, has a gamma distribution with parameters 2a and 2b.
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