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Abstract

Regularized regression models have gained popularity in recent years. The addition of a penalty term
to the likelihood function allows parameter estimation where traditional methods fail, such as in the
p > n case. The use of an I penalty in particular leads to simultaneous parameter estimation and
variable selection, which is rather convenient in practice. Moreover, computationally efficient algorithms
make these methods really attractive in many applications. This thesis is inspired by this literature and
investigates the development of novel penalty functions and regression methods within this context.

In particular, Chapter §2 deals with linear models for time-dependent response and explanatory vari-
ables. This is beyond the independent framework which is common to many of the developed regularized
regression models. We propose to account for the time dependency in the data by explicitly adding au-
toregressive terms to the response variable together with an autoregressive process for the residuals. In
addition, the use of a I; penalized likelihood approach for parameter estimation leads to automatic order
and variable selection and makes this method feasible for high-dimensional data. Theoretical properties
of the estimators are provided and an extensive simulation study is performed. Finally, we show the
application of the model on air pollution and stock market data and discuss its implementation in the R
package DREGAR, which is freely available in CRAN.

In Chapter §3, we develop a new penalty function. Despite all the advantages of the I; penalty, this
penalty is not differentiable at zero, and neither are the alternatives that are proposed in the literature.
The only exception is the ridge penalty, which does not lead to variable selection. Motivated by this
gap, and noting the advantages that a differentiable penalty can give, such as increased computational
efficiency in some cases and the derivation of more accurate model selection criteria, we develop a new
penalty function based on the error function. We study the theoretical properties of this function and
of the estimators obtained in a regularized regression context. Finally, we perform a simulation study
and we use the new penalty to analyse a diabetes and prostate cancer dataset. The new method is
implemented in the R package DLASSO, that is freely available in CRAN.

Finally, Chapter §4 deals with regression models for discrete response data, which is frequently collected
in many application areas. In particular, we consider a discrete Weibull regression model that has
recently been introduced in the literature. In this chapter, we propose the first Bayesian implementation
of this model. We consider a general parametrization, where both parameters of the discrete Weibull
distribution can be conditioned on the predictors, and show theoretically how, under a uniform non-
informative prior, the posterior distribution is proper with finite moments. In addition, we consider
closely the case of Laplace priors for parameter shrinkage and variable selection. A simulation study
and the analysis of four real datasets of medical records show the applicability of this approach to the
analysis of count data. The method is implemented in the R package BDWreg, which is freely available
in CRAN.
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Chapter 1

Introduction

1.1 Introduction

Since the first application of linear regression in [Galton, 1894], there have been so many publications
in almost any field that make regression an essential part of statistical modelling. For example, a quick
search on Google at the end of June 2015 revealed about 4, 170, 000 results including the word “regression”

and the number of publication is increasing as it is shown in Table (1.1).

Month  June 2015 July August September October November December
Results 4,170,000 4,230,000 4,270,000 4,310,000 4,330,000 4,380,000 4,420,000

TABLE 1.1: Google scholar results for the word “regression” during seven consecutive months starting
from June, 30 2015.

Let the general form of regression be y = f(x) + e where y, x, f and e are response, covariates, link
function and unknown error respectively. Imposing linearity on the link function f and assuming that x is
a vector of r mutually independent variables and that the errors are independent result in the well-known

linear regression model,
y=xp+e. (1.1)

Then, given a data matrix, X of T(> r) observations on the covariates and a noisy column vector response
Yy, the least-squares (LS) method gives the Best Linear Unbiased Estimator (BLUE) of the parameters,
provided the noise elements are independent and identically normally distributed, e¢; ~ N(0, o < 00),i =
1,2,...,T. Rewriting the problem using matrices and norms, LS minimizes the second norm of the errors

with respect to the parameters that is

argmﬁin\ly— X3,

where ||z||, = ¢/ L] 27 for any vector z = (z1,2p,...,z7). Solving this minimization problem for B leads
to = (X'X)"'X'y and Var(B) = (X'X) 102 where (') denotes the transpose of a matrix.
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Various extensions of the traditional regression model have been developed in literature. For instance,
replacing linearity with a general function results in so called non-parametric regression, see [Hollander
et al., 2013, Gibbons and Chakraborti, 2003, Wasserman, 2006]. Allowing measurement error in the
predictors is the subject of Error in Variables (EV) methods, see [Fuller, 2009, Carroll et al., 2006,
Gustafson, 2003]. Moreover, if one looks at the estimation aspect of the problem, there are a number of
inference procedures such as Robust, Minimax, Quantile etc, see [Du and Pardalos, 2013, Davino et al.,
2013, Bloomfield and Steiger, 2012, Koenker, 2005, Lawrence and Arthur, 1990, Nawata, 1988, Wu, 1997]

and references therein for a complete discussion about the corresponding methods.

Among different types of regression, we concentrate on a relatively young class, namely models and
inference procedures for high-dimensional data. By this, we mean data that contain more variables than
observations. It is well understood that linear models and classical multivariate methods do not properly
handle problems with more variables than observations. This is due to the fact that they rely heavily on
the inverse of X’X, that can be singular or ill-conditioned in high-dimensional settings. For example in

the linear regression presented in (1.1) we get,
MSE(B) = *tr{(X'X) "},

where tr{-} denotes the trace of a matrix. It is important to recognise that inverse of a matrix can be
significantly high on diagonals if singular values are small. This is a common case in high-dimensional
setting because there is not enough information to identify the space of the parameters. In other words,
small, or zero singular values convert the problem to an infinite solution problem. As a result, B is
estimated with significantly high variation.

It should be noted that increasing or decreasing T compared to r has very different and opposite effect
on the statistical inferences. In general, multivariate methods try to make statistical inference about de-
pendencies among variables so that increasing T has the effect of improving the accuracy of the inferred

parameters, whereas increasing r has the opposite effect of reducing accuracy.

1.2 Penalized approaches to regression

Reviewing the literature reveals several methods that can cope with high-dimensional data. The majority
of these methods rely on imposing an extra term, namely a penalty term, on the likelihood to convert
the maximum likelihood estimation (MLE) from an infinite solution problem to a tuned-solution one. In
other words, the classical multivariate methods solve the unconstrained likelihood whereas penalized MLE
constrains the estimations to lie in some geometric shapes centred around the origin. For instance, Ridge
regression [Hoerl and Kennard, 1970] imposes an I norm penalty on the (log)likelihood to regularize
estimations. That is, ridge regression solves the following minimization problem, which is equivalent to

maximizing an [, constrained likelihood,
ly—XBIG+AlBIE A =0

[Frank and Friedman, 1993] extend Ridge regression by introducing I, & > 1 norm penalty in Bridge

regression. Then, the underlying problem in Bridge is to find the solution to the following minimization
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problem,
ly—XBIE+AlBll:  «a>1,1>0,

where |[B|[s = {/X; B¥. Least Absolute Shrinkage and Selection Operator (LASSO) [Tibshirani, 1996]

considers a special case of Bridge penalty when a =1,

lly— XBl5+AlIBll,  A>0.

This penalty leads to interesting properties including automatic parameter estimation and variable selec-
tion which are the main subject of this thesis. By variable selection, we mean estimating some coefficients
exactly equal to zero. Figure (1.1) provides an illustrative view of penalized LS under I, I and I norm
penalties. From this figure, one can see that increasing the norm index a results in less sharp geometry

on the axis, that is less probability of getting zero for estimations.

Br

3

FIGURE 1.1: Contour lines of penalized LSE where B is LS estimation, and Iy, Iy and Iy correspond to
lasso, ridge, and bridge penalties.

Due to the usefulness of 1 and I, norm penalties, some authors take the advantage of combining norms
for certain purposes. For example [Zou and Hastie, 2005] suggest a weighted function of /; and I, norm

penalties under the name of Elastic-net,
(Elastic—net) 2
Penalty, ", = all||Bll5 + (1 —a)Al|Bl]1, ael0,1],A>0.

Clearly setting a to the two extremes leads to lasso and ridge penalties, respectively. This configuration is
particularly useful when strongly correlated predictors tend to be in or out of the model together. Similar

to elastic-net, [Hebiri, 2008] suggests Smooth-Lasso by assuming the I, norm to be on the difference of
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consecutive parameters,

Smooth—Lasso 2
Penalty\: P=aM||[VBIB+ (- aAlBll,  a€[0,1],A>0,
where V(.) is the differencing operator acting on a vector of length r so that V(B;) = B; — Bj_1,j =
2,...,r. This setting is particularly useful when the variations between successive coefficients of the
unknown parameter of the regression are small. Similar to Smooth-Lasso, [Tibshirani et al., 2005] propose

Fused-Lasso, by assuming the [; norm for both terms in the Smooth-Lasso penalty,
(Fused—lasso)
Penalty; , =aA||VB||l1 + (1 —a)A||Bl|1, ae€(0,1,A>0.

This configuration is specifically designed for problems with features that can be ordered in some mean-
ingful way. [Fan, 2001] propose the Smoothly Clipped Absolute Deviation (SCAD) penalty, by considering

a quadratic spline function with knots at A and a,

A|/32j\ i 1Bil <A

c—2aA|Bi|+A

Penalty3Soh = _% A< |Bjl <ar
21)2 |Bj| > aA

where a = 3.7 is recommended by [Fan, 2001]. This penalty is non-concave and is capable of producing
a sparse set of solutions and approximately unbiased estimations for large coefficients. Alternatively,

Dantzing selector [Candes and Tao, 2007] tries to find the solution to the following regularization problem,

g{l]ll{l“%h subject to  ||X'(y — XB)|lo < (1 +t71)\/2l0gro,  t>0.
e T

This configuration is particularly important because it results in a simple convex function that can be

optimized by convenient linear programming (LP) methods.

1.3 L, penalized likelihood

In this section, we concentrate on lasso and its theoretical properties. In the context of linear regression,
y = XB +e, lasso estimation of the parameters is the solution to minimizing I; penalized (log)likelihood

with respect to the parameters,
(1) =argmﬁ}nlly—Xﬁ|I§+AHﬁll1, (1.2)

where A > 0 is a tuning parameter. Setting A = 0 leads to ordinary least squares (OLS) error regression
whereas a very large A shrinks all the coefficients toward zero and results in a null model. We show this

fact by means of a simple example.

Let y = Bx + € be a linear function and x = 1. Then, we theoretically minimize the following constrained

problem with respect to §,

I=(y—B)*+AlBl.
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Note that A = 0 results in (y — B)? that is minimized at Byin = y. On the other hand, for A > 0 it

results in

— 5; = —2(y—pB)+ Asign(B)

= —2(y = B) + Asign (y),

0

where the final term holds because of sign (y) = sign (). Consequently,

. A

Bin = sien (1) 1 - 5| (1)
+

where [z]; is zero for negative values of z. From the last equation, one can see that increasing the value

of the penalty A results in a zero value for Buin-

Generally, lasso has two advantages over other subset selection methods, which make it a popular and
widely applicable technique. Firstly, model selection and parameter estimation in lasso is simultaneous
compared to other subset selection methods like forward selection, backward elimination and so on,
see [Miller, 2002, Ch.3]. The second advantage is the successful application of lasso, as well as its
feasibility, to the analysis of high-dimensional data [Huang, 2008]. These features make lasso a popular
method that is widely studied in much of the recent literature, see e.g., [Zhou, 2009], [Knight and Fu,
2000], [Yoon, 2012}, [Kyung et al., 2010a], [Morten Arendt Rasmussen, 2012], [Y. Nardi, 2011], [Zou,
2006], [Leng, 2006], [Meinshausen and Biihlmann, 2006], [Park and Casella, 2008] [Pourahmadi, 2013]

and references therein. In what follows, we briefly review some theoretical properties of lasso.

1.3.1 Consistency of lasso

Beside other properties of lasso, consistency in variable selection as well as in parameter estimation,
which together are called oracle property of the estimator, are two very important ones. Both of these
properties are studied in details by some authors, see e.g., [Zhao, 2006, Knight and Fu, 2000, Zou, 2006,
Fan and Li, 2001]. We start reviewing the consistency of lasso by defining the concept of consistency for

a variable selection method.

Definition 1.1. A variable selection procedure is said to be consistent if the probability that the proce-

dure correctly selects the set of significant variables approaches to one as the sample size increases.

In the context of linear models this is equivalent to correctly selecting the true set of non-zero coeffi-
cients. [Fan and Li, 2001, Knight and Fu, 2000, Sourav, 2013, Zhao, 2006] prove the consistency of lasso
in selecting the true underlying model. In particular, [Zhao, 2006] proves that a single condition, called
“Irrepresentable Condition” is almost necessary and sufficient for lasso to select the true model in the
fixed r or as a function of the sample size, r = h(n) for some h(.). Assuming regression coefficients are
divided into two parts, non-zero coefficients (B) and zero coefficients (B3 ), where s and s are two sets
of indices corresponding to non-zero and zero coefficients respectively. Having written X and X as

variables corresponding to s and s¢ respectively, irrepresentable condition defines by

1

1 . o
XX (XX sigm (B9)] < 1w, (14)
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where 1 is a vector of 1’s with the length of (|s| — [s¢|) and |.| denotes cardinality of a vector as well as
v > 0. [Zhao, 2006] assumes that the inverse of the matrix in the middle of (1.4) exists. If v = 0, latter

equation is called weak irrepresentable condition; otherwise, it is called strong irrepresentable condition.

Alternatively, [Sourav, 2013] studies the consistency of lasso with respect to mean squared prediction
error, MSPE(B) = E(Y — Y)?, under minimal assumptions. The paper concludes that for the loss
function considered in [Tibshirani, 1996], lasso is consistent under almost no assumptions.

On the other hand, the second challenge of lasso is consistency in parameter estimation. We should stress
that an estimator that consistently selects the true underling model is not necessarily consistent in terms
of parameter estimation. [Zou, 2006] studies the low consistency of lasso in terms of prediction accuracy.
Then paper considers the variable selection and estimation properties of lasso and proposes a set of
conditions under which lasso enjoys the oracle property in low-dimensional cases, see also [Zou, 2006].
These conditions also were discovered by [Meinshausen and Bithlmann, 2006] and ensure consistency of
lasso, provided the number of variables is less than the sample size, or the number of variables increases

as a function of the number of observations in high-dimensional settings.

1.3.2 Bias in lasso

Beside the advantages of lasso, the method suffers a non-removable bias that is a direct result of the
bias-variance trade off. In other words, lasso adds some bias to the entire coefficient space at the price
of reducing variance that by itself leads to inconsistent estimation of the parameters. For the example
in (1.3) the bias is

A sign
(B — Bmin) = { 258 W) vl> (1.5)

y lyl <

N> N>

Then, a line of research has focused on an extension of model to decrease this bias. To this end, [Zou,

2006] proposes a weighted version of lasso and introduces a new class of estimators called adaptive-lasso,

,
p(A) = arg min ly — XBII3 + A Y wil i
i=1

r
= argﬁgn ly — XBlI3 + ZZ; AilBil,
with weights different for each parameter. Adaptive lasso in particular has two advantages over ordinary
lasso: (i) for small coefficients, adaptive lasso solution is also small and (ii) when coeflicients are relatively
large, then little shrinkage is imposed to make estimator has less bias. [Zou, 2006] also, proposes a simple
but efficient computation algorithm for adaptive-lasso. [Huang, 2008] proves the oracle property of this
regularization in high-dimensional setting; and [Qian, 2013] studies the effect of weights on variable

selection performance of adaptive-lasso.
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1.3.3 Essential theorems and proofs

In Chapter §2 and §3 of this work, we frequently refer to [Knight and Fu, 2000] for the asymptotic
properties of I regularized estimations in the linear framework. In this section we concisely review this

paper to provide a theoretical foundation for the rest of the current work.
Consider again the linear model in (1.1),
Yi=p1x1i+...+Brxi e = xip+ei, (1.6)

where we assume all covariates are normalized to have zero means and unit variance, and the response to
have zero mean. Then lasso estimation of the parameters is the solution to the minimization problem in
(1.2). To find the limit distribution of the estimations, [Fan and Li, 2001] assume the following regularity

conditions:

1. X7 = % Z;T:l x;xi — X where X is the true covariance matrix of the variables and is assumed to be

non-singular and positive semi-definite

2. %maxlgigr xixl{ — 0.

The following theorem determines the limit distribution of the estimations.

Theorem 1.1. Under the regularity conditions (1,2) for model in (1.6), and given # € R” and At/ VT —
Ao > 0 then

VI(h ) — argmin(Q),
where B is the solution to the minimization problem in (1.2) and
Q(u) = —2u/N(0,0°%) +u'Su + AE]_; {ujsign (B;)I(B; # 0) + |uj| I(B; = 0)},
with N denoting a random variable with multivariate normal distribution.

Proof. [Fan and Li, 2001, Theorem 2] O

We should stress that Theorem (1.1) for Ao = 0 results in argmin, Q = —2u’N + u'Zu that leads to
u=3x"'N~N(0,L™),

and T(B — B) ~ N(0,02Z~1), which is in line with the classical results.

Using Theorem (1.1), one can explain the asymptotic bias of estimating non-zero coefficients under the
I regularization as it was previously shown in equation (1.5) for a simple case. To show the bias we

consider the example where all the coefficients are positive. Then,

0Q(u)
du

= 2N +2u'%+ A1 =0,
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where 1 is a vector of ones. Solving the final equation with respect to u leads to u/ = L1 (N — %1) ~
>IN (—%,0‘22) that has non-zero mean. Thus, imposing an I; constrain on the non-zero coefficients

results in a non-removable bias in the estimations, provided A, > 0.

Further, if some of the coefficients are zero, one can show that the limiting distribution in (1.1) puts non-
zero probability at 0. To show this fact, without loss of generality we assume that the first m coefficients

are non-zero and the rest are zero and define the following notations,

hH P N-
y — 11 12 ) N — 1 ) U= U )
o1 X N Uy

where for example %7 is the m X m block matrix of ¥ corresponding to non-zero coefficients. If Q(u) is

minimized at u, = 0 then,

Ao .
Zpup — Ny = — sign (B),

and
_ Ao .
up =2 (N1 — & sign (ﬁ))
On the other hand,
Ao Ao
——1<Xx —N> <=1
5 S 2141 2= 5

and

—%1 <EInry! (N1 — /\7 sign (/3)) —Ny < %1.

For the special case of B = 0 the final equation results in,

Ao Ao
— 1< N, <=1
5 = 2_2 ’

that puts non-zero probabilities at zero for the zero estimations.

1.4 Implementation of lasso

In contrast to standard quadratic programming, the lasso solution needs to be computed over the entire
path of the tuning parameter A. Then standard convex optimizers such as interior point [Chen et al.,
1998] may not be efficient for lasso. Fortunately, one can show that the optimal solution path in lasso is

E10Y

piecewise linear, meaning, —— is piecewise constant [Rosset and Zhu, 2007]. In other words, for suffi-

ciently close values of A, say A; and Az, one can show that for any a« € (0,1), ) = aﬁ/\] +(1- "‘)ﬁAza
that is the regularization path between A; and A, is linear. Using this fact, the entire solution path of
lasso can be computed in a finite number of steps. Taking this property into account, several algorithms
have been proposed in the literature. For instance, pathwise coordinate optimization [Friedman et al.,
2007], Grafting algorithm [Perkins et al., 2003], homotopy algorithm [Michael R. Osborne et al., 1999,
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Turlach, 2005], iterative shrinkage-thresholding algorithms [Daubechies et al., 2004, Beck and Teboulle,
2009], shooting algorithm [Fu, 1998], and Least Angle Regression (LARS) [Efron et al., 2004]. Amongst
these algorithms, we briefly review LARS as it is well-studied in the literature and extensively used in

applications, see e.g., [Augugliaro et al., 2013, James et al., 2009, Hesterberg et al., 2008].

LARS is a multi-step algorithm that starts by finding the most correlated variable with the response.
Then it moves in the direction of this predictor until another predictor has as much correlation with the
current residuals. Next the algorithm moves ahead in a direction equiangular between the two predictors
until a third feature vector becomes equally correlated with the residuals. This procedure continues until
all variables are included in model.

The popularity of LARS is mainly due to three remarkable advantages:

e Finding the entire solution path in LARS is at the cost of solving OLS for r < n.

e With slight modifications, LARS can be used in stagewise regression, see [Rish and Grabarnik,
2014, p.85], [Hastie et al., 2013, p.60] and [An et al., 2008].

e Generally, the termination of the algorithm can be optimally determined by a closed form equation.

1.5 Bayesian variable selection

The regularized models described above were developed in a frequentist framework. Equivalent ap-
proaches can be developed in a Bayesian context. Here the idea is to recreate the penalised likelihood
by imposing a proper prior on the parameters. The advantage of Bayesian approaches is that the whole
posterior distribution of parameters would be returned, from which confidence/credible intervals can be

readily obtained.

In detail, let the general form of the posterior be

p(Bly, X) o< L(y, X|B) x p(B|A),

where L(y, X|B) is the likelihood and p(B|A) is the prior on the parameters. Assuming independent
Laplace densities for the prior, p(B;|A) = %e_)“ﬁi‘,i = 1,2,...,r, and taking the log of the posterior

leads to,
,
log p(Bly, X) o< log L(y, X|B) + A} _|Bil, (1.7)
1
which is equivalent to the [; penalized likelihood. Similarly, a Gaussian prior acts like an Iy norm penalty,
T
log p(Bly, X) log L(y, X|B) + 5 } 7. (1.8)
1

It is also convenient to assume a prior on the tuning parameter A, called hyper-prior. Note that (1.7)

and (1.8) differ from lasso and ridge in the sense that the Bayesian approach aims to estimate the entire
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posterior and is not a point estimation procedure. One can connect the two techniques by estimating the

parameters using a chosen statistic from the posterior distribution e.g. mode, median, mean and so on.

Having the general form of the posterior in (1.7) and (1.8), there are some techniques to make inference
about the posterior from data and priors. One approach is directly sampling from the posterior, which
commonly uses a Metropolis—Hastings (MH) algorithm [Hastings, 1970]. Alternatively Gibbs samplers
uses the conditional posterior over the parameters. For example, [Park and Casella, 2008] suggest a
Gaussian-Exponential and [Hoerl and Kennard, 1970] propose a Gaussian-InverseGamma for lasso and
ridge penalties respectively. We refer to [Fahrmeir et al., 2013] for a comprehensive discussion about
Bayesian regularization in generalized linear models; also [Kyung et al., 2010a] for a discussion about
alternative approaches in Bayesian model selection including Spike-Slab [Ishwaran and Rao, 2005], Kuo
and Mallick [Kuo and Mallick, 1998], Gibbs Variable Selection (GVS) [Dellaportas et al., 2000], Stochas-
tic Search Variable Selection (SSVS) [George and McCulloch, 1993] and Reversible jump MCMC (RJM-
CMC) [Green, 1995]. Amongst these methods we focus on MH since we use it in Chapter § 4 of this thesis.

Metropolis—Hastings sampler was originally developed by [Metropolis et al., 1953] and then reformulated
and extended by [Hastings, 1970]. Given a set of random variables x = (x1,...,x,) under the likelihood
L(x|0) and prior p(f) where 6 is the set of parameters, one can summarize the MH algorithm for
estimating posterior p(6]x) = L(x|0)p(60) by repeating the following four steps for certain iterations.

1. Set a proposal distribution g(.) on the full set of parameters 6.

2. Draw a random sample from the proposal distribution, e.g. 71 at iteration k.

3. Evaluate the acceptance probability

_ min L(x|me) p(mi) g (71| 7Tc)
“ (1’ L<x|nk1>p<nk1>g<nk|nk1>>'

4. Accept the proposal 71, with probability of «.

Repeating the four steps above leads to an estimation for the posterior, provided the proposal distribution

is carefully chosen similar to the true distribution of the parameters.

1.6 Regression for counts

The previous sections have covered the case of the standard regression model, as defined in equation
(1.1). In this section we briefly review regression models for a discrete response, as we will refer to
these in Chapter §4. Some examples of discrete data are the number of visits to a specialist [Machado
and Santos Silva, 2005], the number of cycles a machine break down [Nagakawa and Osaki, 1975] and
in criminology to count the number of offends [Parker, 2004, Osgood, 2000, Sampson and Laub, 1996,

Paternoster and Brame, 1997).

Translating the regression problem from a continuous response to a discrete response results in the general
family of Generalized Linear Models (GLM) [Cameron and Trivedi, 2013, Nelder and Wedderburn, 1972]
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that aims to estimate the conditional distribution of a discrete response variable given some covariates.
A typical example of GLM for discrete response is Poisson regression that models the conditional mean
of the counts as a linear function of covariates via a logarithmic link function. That is, for a set of

covariates, x = (1,x9,...,x,) and a discrete response y, then y|x ~ Poisson(A) under the link function,
logA = Bo+ B1x1 + ...+ Brxy = xP.

The Poisson model has an obvious appeal, as it is relatively simple to interpret because the right hand
side of the log transformation is a linear combination of covariates and when exponentiated, the regression

coefficients are interpreted as multipliers [Berk and MacDonald, 2008].

We should stress that mean and variance in Poisson distribution are the same. This is commonly referred
to as the equi-dispersion property and it results in limited applicability of Poisson regression, as real data
usually have different mean and variance. Negative Binomial (NB) regression relaxes the assumption
of equi-dispersion and is often considered as the default choice for “over dispersed” data. Essentially
over-dispersion points to the fact that there is more variation in the data than allowed by the Poisson
model. In contrary, “under dispersion” is evident if there is less variation in data than captured by the

Poisson model.

Although NB regression is the default choice for many applications, it scarcely applies to power-law
data with long tails and highly skewed data with an excessive number of zeros. A general treatment
for the zero excessive data is applying zero-inflated [Lambert, 1992] and hurdle models [Hu et al., 2011].
Moreover, NB model is not capable of handling under-dispersion in data. Therefore, alternative models
such as generalised Poisson regression model [Efron, 1986], COMPoisson regression [Sellers and Shmuel,
2010] and hyper-Poisson [Sdez-Castillo and Conde-Sanchez, 2013] are developed in the literature to cope

with under dispersion.

Recently [Kalktawi et al., 2016] have proposed a Discrete Weibull (DW) [Khan et al., 1989] regression
model. In particular, they propose a double log transformation to link the covariates to the distribution
parameters. Precisely, the conditional probability mass function of a DW random variable y given

covariates x is defined over all non-negative integers by the following function,

W ()t =
O R

0 0.w.

where > 0, 0 < g < 1 and the proposed link function is log(—log(q)) = x¢ for unknown parameter
¢. [Kalktawi et al., 2016] show the successful application of DW regression for capturing power-law
behaviour, under-dispersion, excessive zeros or high skewness in the underlying conditional distributions

without the need for an additional mixture component.

1.7 Thesis outline and contribution

The outline of the thesis is as follows. In Chapter §2, we develop a novel regularized regression model
for time-dependent data. This is beyond the independent framework which is common to many of

the developed regularized regression models. We propose to account for the time dependency in the
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data by explicitly adding to the model autoregressive terms to the response variable together with an
autoregressive process for the residuals. We derive the asymptotic properties of the estimators and assess

the performance of the model on simulations and real data application.

In Chapter §3, we develop a new penalty function. Despite all the advantages of the [1 penalty, this
penalty is not differentiable at zero, and neither are the alternatives that are proposed in the literature.
The only exception is the ridge penalty, which does not lead to variable selection. Motivated by this
gap, and noting the advantages that a differentiable penalty can give, such as increased computational
efficiency in some cases and the derivation of more accurate model selection criteria, we develop a new
penalty function based on the error function. We study the theoretical properties of this function and of
the estimators obtained in a regularized regression context. Finally, we perform a simulation study and

use the new penalty to analyse a diabetes and prostate cancer dataset.

In Chapter §4, we address the novel problem of variable selection in regression for counts when the
response variable follows a discrete Weibull distribution. In this chapter we introduce discrete Weibull
regression under two link functions, which connect the response distribution to the covariates. We
propose a Bayesian approach for estimating the parameters and for variable selection, followed by several

simulations and real data illustrations.

In Chapter §5, we summarize and draw conclusions of the work conducted. This chapter also discusses

some suggestions for future work.



Chapter 2

Penalised inference for dynamic
regression in the presence of

autocorrelated residuals

2.1 Lasso and correlated framework

Traditional lasso approach relies on the assumption that samples are mutually independent. However,
this assumption is violated when there exists a structure in the variables, such as a dependency over time.
In recent years, a lot of efforts has been dedicated to lasso-like models in time dependent frameworks. For
instance, [Wang et al., 2007] show the successful application of lasso in the context of linear regression
with autocorrelated residuals (REGAR), given a fixed autoregressive order. They propose a model of

the form

r q
yr = 2 X4 Bi + €t, € = 2 Ojer—j +et,
i=1 j=1
where €;s are residuals from the regression term. [Wu and Wang, 2012] extend this model by assum-
ing an autoregressive-moving averages (ARMA) process for the residuals and call the resulting model
REGARMA. More precisely, their model is given by

r 9 5
v =Y xifi+et er=Y O j+er— Y Oer g,
i=1 =1 k=1

where e; are i.i.d Gaussian errors. [Y. Nardi, 2011] studies the lasso applications in autoregressive models
when the order of AR increases with the number of data points, T. [Suo and Tibshirani, 2015] study
regularized regression approaches when lags of covariates, X(t—j)ir j=1,...,k,i=1,...,r, are involved.
[Song and Bickel, 2011] study the estimation of vector AR (VAR) models. [Medeiros, 2012] studies the
asymptotic property of adaptive-lasso in high-dimensional time series when the number of variables
increases as a function of the number of observations and concludes that adaptive-lasso successfully

selects the relevant variables in high-dimensional settings, even when the errors do not follow a Gaussian

13
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distribution. The paper also discusses the advantages of adaptive-lasso in the situation where errors
are conditionally heteroskedastic. We refer to [Fan et al., 2011] for a review and recent developments in

high-dimensional time dependent penalized likelihood approaches.

In this chapter, we extend the idea of REGAR in [Wang et al., 2007] to include lags of response and call
the resulting model DREGAR, for dynamic regression and autocorrelated residuals. In the next section
we formulate the model as well as stating the necessary assumptions and notations. In Section §2.3 we
compare the proposed model with existing ones in the literature followed by introducing likelihood, I
and [ regularized likelihood in Section § 2.4, §2.5 and § 2.6 respectively. In Section §2.7, we focus on the
special case of DREGAR(p,0) and discuss the asymptotic properties of this model. An algorithm for
implementing DREGAR(p,q) is proposed in Section §2.9. A simulation study, given in Section §2.10,
will accompany the theoretical results. In Section §2.11, we consider two applications of the model.
In the first one, we consider the pollution and climate data of [Wu and Wang, 2012] and compare our
results with theirs. In the second one, we consider stock market data. Finally, a discussion and pointers

to future work are given in Section §2.12.

2.2 Introduction to DREGAR

The general form of DREGAR consists of a lagged response, covariates and autocorrelated residuals.

In particular, we define the model by:
P , q
ye=)_ Py +xip+ ) Oeri+er (2.1)
=1 i=1

where €;s are residuals at time f, x; = (xp1,...,X) is the th row of a T x r design matrix X.

Before introducing the assumptions of the model, we formally define a stationary and ergodic process as

well as the backward shift operator.

Definition 2.1 (Stationary process). A process {w;} is strictly stationary if for any set of indices
{t1,t2, ..., tu}, the distribution of (wy,, wy,, ..., w,) and (W, +s, Wiy+s, - - ., We,+s) do not depend on the

time shift s. In other words,

d
f(wtl,wtz, c.. ,wtn) = f(wt1+s, Wiy sy - - .,wtn+s) Vs € Z.

Remark 2.1 (Weakly stationary). A process {w;} is weakly stationary if IE(w;) < oo and Var(w;) < oo
and they do not depend on t.

Definition 2.2 (Ergodic process). A stationary process is called ergodic if any two variables positioned far

apart in the sequence are almost independently distributed. Then, {w;} is ergodic if lim Cov(wt, wy, ;) —
]—0

0.
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Remark 2.2 (Stationarity and ergodicity for Gaussian process). A Gaussian covariance stationary pro-

cess is ergodic if its covariances satisfy

[e0]
;} |Cov(wy, wyy )| < oo
]:

Following the literature, we define the backward shift operator L by L(t) = t — 1 that is one-step backward

acting on the time index.

We summarize the necessary assumptions for DREGAR(p,q) as follows:

(a) The response variable is assumed to be stationary and ergodic with finite second order

P . .
moment. Further, we assume that the two polynomials 1 — ) ¢;L' =0 and 1 — E?:l 0;L!
i=1
have all the roots unequal and outside the unit circle.

(b) The covariates are assumed to be mutually independent of each other and of the error term.
Following REGARMA [Wu and Wang, 2012] and REGAR [Wang et al., 2007], we assume
that covariates xg,s = 1,...,r are generated from stationary and ergodic processes with

finite second-order moment.
(c¢) ess are i.i.d Gaussian random variables with finite fourth moments.
(d) 1X'X " E(X'X) < 00 and maxq<j<, x;x, < co.

The first three assumptions guarantee that the mean and variance of the entire system remain unchanged

over time. The last assumption guarantees the existence and convergence of the sample moments.

The assumption of normality for the errors may not hold in some applications. Then taking the
log [Hamilton, 1994, p. 126] or Cox-Box transformation [Box, 1964],

<A>:{ B A#0
t log(yr) A=0"

is useful. The value of A € R is chosen so that it maximizes the likelihood under the assumption that

yEA) is a Gaussian process. For the data that include negative values, a shift towards the positive side of

the axes prior to applying the transformations is necessary.
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2.2.1 Notation

In this section, we collect the necessary notations and conventions that will remain unchanged throughout

this chapter.

xp = (Xp, X2, Xe3, -+ Xpr) vector of ¥ independent covariates (1 X r) at time ¢
B=(B1,B2 B3 ---,Br) vector of regression coefficients (r x 1)

o= (o1, 02,¢3,....0p)" vector of dynamic coefficients (p x 1)

0 = (61,62,03,...,0;) , vector of auroregressive coefficients (g x 1)

e N (0,0?) , vector of independent Gaussina errors (T x 1).

To remove the constant from the model, we follow [Knight and Fu, 2000, Tibshirani, 1996, Huang, 2008]
and normalize the covariates to zero-means and unit variance. In addition, we standardize the response,
y to zero mean and divide it by a known oy, or its consistent estimator (¢ LA 0y) where p denotes

convergence in probability. Finally, we define the full set of parameters by ® = (B, ¢,0)’.

2.3 Link with existing methods

In order to compare DREGAR with the closest methods in literature, namely REGARMA [Wu and
Wang, 2012] and REGAR [Wang et al., 2007], we rewrite the three models using the backward shift

operator,

DREGAR : L(0)L(¢)y: = L(0)x;B +et,
REGARMA : L(0)y: = L(0)xip + L(¢)et,
REGAR : L(0)y; = L(8)x}B +et,

where L(.) represents a stationary polynomial of L and L(6)L(¢) represents a special case of an AR(p +4)
process. From these equations, one can see how REGAR and REGARMA impose the same autoregressive
structure on both response and covariates, whereas DREGAR assumes different structures on each of
them. We found this aspect to be particularly advantageous on a number of analyses of real datasets,
which we report at the end of this chapter, where DREGAR fits the data better than the two competitive
models. In contrast to REGAR and DREGAR, REGARMA contains a moving average process on the
errors. The MA component, however, induces a higher level of complexity in the parameter estimation

and in the proofs of the theoretical results.

Despite their differences, all three models belong to the general framework of ARMAX [Ljung, 1998,
Nelles, 2013], which is common in the system identification and signal processing literature [Zhu, 2001,
Nelles, 2013, Dos Santos, 2012, Keesman, 2011, Pintelon and Schoukens, 2004]. A general ARMAX model
is defined by

L(0)y: = L(y)x; + L(¢p)es,

where L(0), L(y) and L(¢) represent different structures on the corresponding parameters. Figure (2.1)
provides a schematic view of ARMAX, DREGAR, REGAR and REGARMA where A, C, D and S are

polynomials in the backward shift operator and B contains the regression coefficients. This figure shows
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ARMAX : Cy; = Ax; + Dey DREGAR : Cy; = Bx; + (1/S)ey

Xt

REGAR : y; = Bx; + (1/S)ey REGARMA : y; = Bx; + (D/S)e;

FIGURE 2.1: Schematic illustration of ARMAX, DREGAR, REGAR and REGARMA.

that DREGAR and ARMAX impose an extra filter on y; whereas REGARMA and REGAR do not.

The focus of this chapter is on DREGAR and we consider in particular the high-dimensional case where
maximum likelihood estimation fails. We therefore devise a penalised likelihood approach for parameter
estimation, in the same spirit as in the REGAR and REGARMA contributions. Looking at the literature
on ARMAX, we found a small number of contributions to parameter estimation in high-dimensional cases.
In particular, [Chiuso and Pillonetto, 2012] and [Baribura et al., 2010] discuss Bayesian approaches to
non-parametric identification and regularization for high-dimensional dynamical networks. [Pillonetto
and Chiuso, 2015], [Pillonetto et al., 2015] and [Pillonetto and Aravkin, 2014] discuss kernel-based

regularization in linear system identification via stable spline kernels [Aravkin et al., 2013].

2.4  Likelihood estimation for DREGAR

We now consider parameter estimation for a DREGAR model, starting from the traditional likelihood

estimation method. The conditional likelihood of the parameters given the prior information up to time
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t —1 is given by,

2
T 1 o (yt]E(ytlftl)>
fly.x10,F)= 1] e ,  T.<T

2
t=To+1 V2710

where T, = p +q, F;_1 denotes the o-field consists of the information on x and y up to time t — 1 and

4 q
E(y:|Fi1) = xiB+ ) iy + 21 0j€r—j,
]:

i=1

Var(y:| Fi—1) =0

Maximizing the log-likelihood is equivalent to minimizing,

T p q
Lr(©)= Y (yr—xiBp— ) diyri— Y 0ie)> (2.2)
t=Tp+1 i=1 =1

where n = T — T, is the total number of observations in the likelihood. In matrix notation we define

H(totul )

and design matrix. Then, the general form of the model is,

= (H(,), Hy), X) as an x (p + ¢ +r) matrix including dynamic lags (H(,)), residuals lags (H,))

y= H(total)® +e.

Fixing the first (p + q) observations and assuming T > (r + p + q), OLS estimation of the parameters is
given by

6= (H(totul)HEtotul))71H(t0tul)y/ (2.3)

provided H;os,1) H E is positive-definite.

total)

2.4.1 Consistency of OLS estimations

In this section we focus on the limiting distribution of the estimators in equation (2.3) and show that

the OLS estimation of the parameters suffers a bias that is a direct result of autocorrelated residuals.

Precisely we show that

V(0 - 0) 4 N (bias,c*Q71),

where
Lrxr ]E(x53t(LA4 ; )|53/54/t) Or><q
Q= E ((%x; )(Bx, )—l—(f:;etABet )|s7,ss, ) ( (Elle) 2et)|sl,sz,t‘) ,
E (% L et]s9, 510, f)

p .
with (51,54,57,58) € {1,2,...,]?}, (52,59,510) c {1,2,...,q}, S3 € {1,2,...,1’}, A = (17 ELZQDZ'),
i=1

q .
B=(1-Y L), t=T5+1,...,T and O is the null matrix.

i=1
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To show the limit distribution we start with

@ =0+ (H(total)HEtoml))_1H(t0tal)e

-1
=0+ <<X'fH(p>/H(q))'(X/IH(m/H(q))) (X', Hep), Hig))'e, (24)

where the second term in the right hand side (RHS) of (2.4) is a stochastic process constituting of {y, X, e}
and follows a certain distribution. Considering the asymptotic form of the bias \/n (IE@ - 0),

. 1 -1
V(EO —©) = <n<X’, Hp), Hig))' (X', H(pwH(q)))
1
X (X ey Hig) e

= (H1)™'Hbe, (2.5)

where H1 = %(X’, H(p),H(q))/(X/, H(P)’H(t]))’ H2 = %(X’, H(p)’H(q)) andn =T — To. All we do in
the next paragraphs is simplifying H; and Hﬁe and discussing their asymptotic distribution.

Starting with Hq. Let us rewrite Hq as

!/
. XX XH(p) XH(q)
! ! !/ /
Hy = | Hyy X0 He, Hepy o Hy Hig)
!/ !/ ! !
HpX' HgHp)  HgHe
Then for the first block of this matrix we get,
XXy oxixh o xqxy
1 1M 1 | xx] xoxh ... x0x]
XX == Y= | TR =z,
n n = n ; A
XpX] XXy ... XpX)

where I is identity matrix. This convergence is guaranteed by the assumption (d). Following a similar
approach, we expand other elements in Hy. To keep this section simple, we report only the result and

refer to Appendix § A.0.1 for a complete proof of each block-matrix in Hy. In particular we show that

Lrxr IE(x53t(LA4 / )|S3/S4/t) OI’><q
H - Q= E ((L7xiB)(Lexg )+(IASl7%etABef sz.ss,t) B (e (Gen)lsysant) |
E (% Lxmet|so, s10, t)

P
with (s1,84,57,58) € {1,2,...,p}, (s2,59,510) € {1,2,...,q},s3 € {1,2,...,r}, A= (1— Y L'¢;) and
i=1
q .
B=(1-Y Lig)).
i=1

For the second term in (2.5), Hée, under assumptions [a-d], it is possible to derive an asymptotic distri-

bution.

Theorem 2.1 (Convergence of a stationary and ergodic process). Let S; be a stationary process with

finite moments given by E(S;) = p and E(S; — p)(S¢—j — u) = 7; for all t and absolutely summable
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autocorrelations }5° |7j| < co. Then,

t=1
Jim o < (S ]E, 7
Proof. [Hamilton, 1994, proposition 7.5, p 188]. O

Theorem 2.2 (Convergence of inverse matrices). The matrix inverse function is continuous at every

point that represents a non-singular matrix. Then, for example, if X X % M, a finite non-singular
w.r.t

matrix, then(XX) 1 - Y
w.rin

Proof. [White, 2001, p 16]. O

Considering Theorem (2.1) and (2.2), and assuming that x;,i = 1,2,...,7 and y are stationary and
ergodic with finite second moments, Theorem (2.1) guarantees that asymptotic means of all elements in
H; exist, E(H(total) (total) ) — Q If H; and Q are positive definite, Theorem (2.2) leads to the fact
that Q71 is non—blngular and, Hy 1 5 Q1. Moreover, defining F;_1 = {x—iypye-alr =1,2,...,r}
as a o-field including the information up to time t — 1, then Hée is a martingale difference sequence. If

et i N(0,0?) and E(e}) < co, martingales central limit theorem results in,

Var(Hbe) = E(Hye'eH)) = 0*Q
Hje 4, N<bias,02Q>,
and

Vi(® — ©) % N(bias,2Q 7). (2.6)

The bias in equation (2.6) is a direct result of estimating es from a primary step precisely from é =
y— H(p)é - X’,B using OLS. We should stress that € and 6 in DREGAR are both unknown. As a
result, an extra step is needed for estimating the €. In Appendix § A.0.1 we show that applying OLS to
estimating the parameters in y = H(p)ﬂ — X'B + € leads to a bias in the estimations. In the next section,
we show the bias theoretically and practically in DREGAR(1,1) model.

2.4.1.1 Case study : DREGAR(1,1)

In this section we make use of an illustrative example to show the bias in OLS estimation of DREGAR
parameters previously shown in equation (2.6). Moreover, we show that the model may have some
identifiability issues under some circumstances. To this end, we simulate 500 observations from the
following DREGAR(1,1) model,

Yr = Xt — 0.61yt_1 + €
€t = 0.36€t_1 + e,



Chapter 2. Penalised inference for lagged response ... 21

where x; is a single covariate generated from an underlying Gaussian AR(1) process, with ¢ = 0.5 to
ensure stationarity. The parameters are estimated using OLS for an overall of 5000 repetitions. The
number of repetitions (5000) is intentionally chosen so that the variation in estimations can be clearly
observed from the histogram. The left panel of Figure (2.2) shows the OLS estimations and the bias,
whereas the right panel shows the corresponding histogram. From both plots a bias of (¢ — (f)) =022 is

observed.

Due to the simplicity of DREGAR(1,1) model, we study this case in more details.

N
? B-- Tue B-- Tue m
B— OLS estimation B— OLS estimation ]
o — .
I | S
51 !
| i —
of
-0.39 !
< 2 | []
o ‘D .
T < 1
g . U
< |
1
0 ! T
S 1
N | /|
) [ 1
1
= 1 -0.61 ﬁ -0.39 %
T o : " L
o T T T 1
-0.6 -0.5 -0.4 -0.3 -0.2

0 0

FIGURE 2.2: Simulation result for DREGAR(1,1) with one explanatory variable. (Left) OLS estimation

of ¢ where dotted line denotes the true value of the parameter and solid line shows the median of the

estimations. (Right) Corresponding histogram where solid vertical line represents the mode of the
distribution.

Let the true underling model be

Yi = xip+ Py 1 + €

€r = ber_1 + ey,

where ¢ and 0 are time-dependent parameters and f is a single static parameter. Ordinary least squares

estimation of ¢ results in,

_ LYt T—:>oo¢+ Cov(y;—1,€t) + Cov(yi—1, x;B)

E(é ,
@) Yy, Var(y;—1)
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where the denominator equals to 1 as the response is standardized prior to analysis. On the other hand,

Cov(y;—1,€t) and Cov(y;—1,x;B) are not necessarily zero, as
Cov(yi—1,xiB) < B2 Y 7x, (2.8)
k=1

where 7, denotes the k* autocorrelations between x; and x;_j that is not necessarily zero. Moreover,

Cov(yi—1,€t) = E(y;—1€t)
= POE (e;_1ys—2) + OE(ef ;).

But, E(¢? ;) = E(e?) and E(€;_1y:—2) = E(esy—1). Then,

OVar(et)

e (2.9)

Cov(yi—1,€t) =

The last equality shows that the correlation between y;_1 and €; is zero iff 6 = 0, that is when there is

no serial correlation among residuals.

Consequently, there is always a non-zero bias in the OLS estimation of the time dependent parameter
¢, provided the residuals are autocorrelated. In line with the theoretical results, estimating the bias
using equation (2.8) and (2.9) for the model in (2.7) results in (¢ — ¢) = 0.23 that is comparable to the

empirical result.

Moreover, to show the correlation between estimators, in particular between 6 and (f) we assume that
there is no covariate in a DREGAR(1,1) model. Thus, the model reduces to,

Yyt =y 1+ €

€ = 0er_1 + ey

Given T is sufficiently large, (2.9) results in

A 002
E(¢) = —
and estimating €; by & = y; — ¢y;_1 leads to,
2
AT o
€t = €+ I _€é¢yt—1-

Defining H = (y;_1,é;_1) as the matrix of the first lags and using LS methods for estimating the
parameters © = (¢, 0) leads to

® = (H'H) 'H'y,

so that,

S —1
VnVar(®) noe (HnH> a2,
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where n = T— (p+4q) = T —2. In what follows, we find the asymptotic covariance matrix of the

<H’H>l _ {1 Yy YiYi-161 ]l
n nA\Y 16 YNéER '

where n = T — T, and the summations define over T, = p+g =2 and T.

estimators,

For n sufficiently large we have,

1 A 2
n 7 Lt Yi—1€i1 o

1 a
H'H noseo < (Tf nZtytl€t1>

where the first element of the matrix (75 = 1 by the assumption. Further,

1 R 1 fo?
o Zt;]/t—lﬂ—l = Zt;]/t—l (et—l + 1_;4)%2)

_1 652 1
~ ;yt—let—l + a—6p)n ;yt—lyt—z- (2.10)

2
From equation (A.4) in the appendix, the first summation on the RHS of (2.10) tends to 1‘1% and from

(2.9) the second one tends to ¢ + 1906 Consequently,

1 . nooo o? 002 002
E;yt‘let‘l 16 T1oep\? T 109

o2

= g (o1 25)

and,

" 2~ [ 1 (1000 + 9";,)))}2 1% (1+ 800+ %)) !

2 _ Oo;
(H'H) e 1 ve = (1 +6(p+ 9¢))

From the last equality, the correlation between the estimations can be unstable, given ¢ — 1 that is
both parameters are close enough to one on the same sign. Moreover, the determinant of the matrix
tends to zero, given the parameters are the roots of the second order polynomial in the denominator.
That is, there is the identifiability problem on some combination of the parameters. For a simple case
where 02 = 1 it is 6 = 2¢/ (29> — 1).

As it is pointed out, the source of the bias is the initial OLS that is used for estimating €, see equation
(2.9). In other words, removing the autoregressive process over € results in unbiased estimations for
the parameter ¢. This motivates us to consider the case of DREGAR(p,0) in the theoretical sections.
However, we show that using iterative OLS results in improving estimations and decreasing the bias in
application. In the next two sections we introduce the I1 and I regularized likelihoods of DREGAR
followed by the theoretical properties of DREGAR(p,0) in Section §2.7.
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2.5 L, penalized likelihood for DREGAR

The estimation approach described in the previous section does not work when T < (r+p+¢g). In
addition, it does not perform variable selection, i.e. the estimates of the regression coefficients are not
necessarily zero. In the spirit of lasso methods, we impose an [; penalty on the regression coefficients.

Thus, we propose minimizing

T p q 2
Qu(®) = ), (yt —xiB— Y Piyi-i— ), Gjetj>
t=Tot1 i-1 =1

(2.11)
r 12 q

+ Z)\n|ﬁi| + Z’Yn|¢j| + Z T |6k,
i=1 =1 k=1

where n = T — T, and Ay, vy, Ty are tuning parameters. Moreover, considering the superiority of adaptive

penalties [Zou, 2006], we propose an adaptive form of the likelihood as

T P q 2
Q0@ =), (yt —xip— Y bivii— ), 9j€tj>
=

t=Tp+1 i=1

r 4 9
Fn ) Af|Bil ) vl +n ) w6k,
i= = =1

where A;‘,'y]’f,rlj‘,i =1,...,r;j=1,...,p;k=1,...,q9 are tuning parameters.

In matrix form, we have

Qu(®) = Ln(©®) + nA'|B| + ny'|¢p| + nT'|6],

where

L,(©) = |]/ - H(totul)®|%/
A= A '7/ = {'Y}lxpr T = {T}lxq
,B = (,811,82/,33/---/,81’)// (P = ((Plr(PZ/(P?)/-'-/(Pp)// 0= (91/92/931---19q),-

Similarly, the adaptive form of the regularized likelihood results in

Q1(®) = Ln(®) +nA™ |B| + ny"" || + nt"[6),
where )

AT =ALi=1, )1 = {A AL, A

Y=hi=1 Py =5
T*,:(le‘,k:L-.-,Q)lxq :{TT,T;/.../T;}/

and A%, y*, T* are tuning parameters.

2.6 Lr-penalized solution to DREGAR

The I; penalty discussed in the previous section has advantages and disadvantages. Although there is no

analytic solution to the DREGAR optimization problem in this case, the I; penalty results in a sparse
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solution, thus it naturally leads to variable selection. However, the penalty indirectly penalises more the
coefficients with lower values. This fact may be important in some applications. For example, if we take
an AR(1) model, y; = ¢y;—1 + e, the stationarity condition requires that the root of the polynomial,
1 — L¢, lies outside the unit circle, that is |¢| < 1 i.e. the coefficient lies in the (—1,1) interval. It can
be shown that for any stationary AR(p) process, all the coefficients must be in the (—1,1) interval. This
limitation of the lasso approach can be addressed by considering an [, penalty instead. In this case, there
is less penalty on low coefficients, to the expense of a non-sparse solution. In this section, we consider
the I, penalty for the DREGAR model, an approach that goes under the name of ridge regression in the

case of linear regression.

The solution to minimizing the I, regularized (log)likelihood
Q1 (©) = Ln(©) + nA™|Bl3 + ny"*|¢[3 + n™ |03

is given by ,
@ = (H(total)HEtoml) + ”AI)_lH(total)y/
where 0 < A= (A, 7, w)5i=1,2,3,...,r,j=123,...,p k=123,...,gand I = I\, pi 0\ (r4p+q)-

Obviously © is biased due to the existence of non-vanishing A as well as the estimation procedure.

As variable selection is desirable in many contexts, the chapter focuses mainly on the [1-penalised method.
In the next section, we consider the theoretical properties of the estimators that are derived from this

approach.

2.7 Theoretical properties of /; penalized DREGAR(p,0)

In this section we focus on theoretical properties of 1 penalized DREGAR(p,0) including asymptotic
properties of the estimators. As it is evident from equation (2.6), the general form of a DREGAR(p,q)
model suffers from being biased that is due to using OLS for the estimation of the autoregressive co-
efficients when the disturbances are autocorrelated. Thus, we concentrate on the theoretical properties
of DREGAR(p,0) as there is asymptotically no bias in this model. This model differs from REGAR(p)
[Wang et al., 2007] as it imposes an autoregressive process on the response whereas REGAR(p) considers
the case of autocorrelated residuals (i.e. DREGAR(0,q)). In the upcoming subsection, we collect the
necessary notations and in the next subsection we discuss the asymptotic properties of DREGAR(p,0)
and adaptive-DREGAR(p,0).

2.7.1 Notations and Definitions

To study the theoretical properties of both, DREGAR(p,0) and adaptive-DREGAR(p,0), we make the

following assumptions:

1. There is a correct model with coefficients @° = (B°,$°)’,

0° = (:B% ,BSI ﬁ:o%r e rﬁ?r (Pf/ (PS/ <P§, [ r(P;)llx(rJ,-p)'
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2. There are r, < r, and po < p non-zero parameters.

3. We define

i s1={ieN,1<i<r B; # 0} Indices for non-zero REG coefficients.
i s,={jeN,1<j<p; ¢7 # 0} Indices for non-zero DA coefficients.

si and sj are complementary sets and containing zero indices. We also define B7 ,¢g, and their cor-
responding (DREGAR(p,0)) estimations by Bs,, ds,. Similarly, adaptive-DREGAR(p,0) estimations by

R*  p* : : : : o A * A%
Bs, ¢s,- Finally, different combinations of parameters when needed e.g. ﬁsi’ Bsc, Bsc P Further we

define,

L. 0] = {ﬂg{,(p;’;} , 95 = {ﬁgé,(p;’é} True non-zero (significant) and zero (insignificant) pa-
il

rameters respectively.
. 6, = {/3;1,43;2} , 0, = {B;C,gﬁ;c} DREGAR(p,0) non-zero and zero parameters respectively.
1 2

. @ = {ﬁ;‘;,cf);‘;} , 05 = {p= (f);‘é} Adaptive-DREGAR(0,p) non-zero and zero parameters

5§’
respectively.

2.7.2  Asymptotic properties of DREGAR(p,0)

Theorem 2.3 (Limit distribution of estimations). Assuming A,/ — Ao , yu/1 — Yo , and Ag, ¥ > 0.
Then under assumptions [a-d], it follows that \/n(© — @°) LN arg mink(J) where

k() = —28'W + 6'Upd

r

+ Ao ) {(ujsign (B7)I(B7 # 0)) + |ui| (B} = 0)}

i=1

P
+ 70 Zi{(vj sign (¢7)1(¢] # 0)) + [vi|I(¢] = 0)},
i=

and § = (u,v) is a vector of parameters in RU*P), W ~ MVN (O, 02Ujg) and Up = Cov(X, Hy)).

Proof. Assuming Ay/n — Ao, Yn/n — ¥o, and 6 = (u/,v’). Define
kn(8) = Qu(@° +n~(1/28) — 0, (©°), (212)
We should stress that k, reaches the minimum at /7(® — ®°). Using (2.2) and (2.11),

kn(é) =

(Ln(®° + jﬁ) _ Ln(®°)) (2.130)
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/ o u / o
AL+ =B (2.13b)
+ (n7lo° + %\ — 7, l0°)), (2.13¢)

where the last two terms are

! | no u I'1pol\ / ‘ﬁo+u/\/ﬁ|_|ﬁo‘
O AR R e s

= Ao ) {(uisign (B7)I(B7 #0)) + [ui| I(B7 = 0)}.
p

(213¢) = 7o ) {(vjsign (¢7)I(¢5 # 0)) + [oj|1(¢ = 0)}.

(2.13a) is equal to:
(2.13a) = — é'e+
o ! po / (5 !
(Qf — Hip)¢® = X'p%) — (X ,H(p))\/ﬁ)) X
((1/ — Hp)¢° = X'p°) — (X, H(m)\jﬁ)) :

Setting A = (X', H,) and e =y — H,)¢° — X'B°,

Qn(®° + ﬁ) —Qu(©°)
/ (S/ / 5 /
= (' — WA )(e— Aﬁ) —eé'e+ (2.13b) + (2.13¢),
which is equivalent to
§A  AS & A 1 Ad c
(W)(ﬁ)_<ﬁ)e_e (\/ﬁ)+(2'13b)+(2’13 ). (2.14)

From left to right, we prove that the first term in (2.14) is bounded and the next two terms follow

(asymptotically) normal distributions:

EEm =0, 215
ﬂéﬁ=ﬂi§k=sm (2.16)

where S, is a random variable that follows a normal distribution. Similar calculations to Section §2.4.1

show that (2.15) tends to 6'Upd where Up is the covariance matrix of (X', H(,y) which is bounded, Op(1).
Recalling S, from (2.16) as a function of n,

JA .1
ViU

Su = ( (WX +0'H e,
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and using assumptions [a-d] and central limit theorem for martingales result in

where 6§ = (u/,0') and W ~ MVN (O, ¢?Ug). Then

n—o0

—(2.16) "= —25'W.

Substituting all results in equation (2.12),

a(8) "5 —28'N(O, 0 Up) + 8'Und + Ao Y- { (1 sign (B)1(B7 £ 0)) + ll 1(B2 = 0)}.
i=1

p
+70 ) _{(vjsign (¢7)1(¢] # 0)) + [vi|1(¢] = 0)}.

j=1

Note that Up is similar to Q in Appendix § A by removing the corresponding terms to Hy,. Up to now,
we have proved ky(8) "= k(8). To show that argmink,(5) = /n(© — ©°) 4 arg mink(4) is enough
to prove that argmin{k, ()} = Op(1) [Kim and Pollard, 1990, Knight and Fu, 2000]. In order to do
this, note that

A AS. SA AS
NN
M 2

(A B+ | = nAlB1) + (vl + =] = vl °])
SA . AS. OA Ab
n
n

kn(‘s) = (

> (0 = (e = (0 = (ndgJun™ 2] — (o™

N
JA  As.  OA A
\/7

(=) = (=)e—e'(==) — (A + &) |ul = (76 + &) [2]

> ( T
=k, (),

vnooon

where €, > 0 is a vector of positive constants. The fourth term in kj(6) for example, comes from the
fact that Ve, > 0,3N,if n > N, |A° — \/nA,| < €. Then, /nA, < A° 4 €. In addition, k,(0) = k;;(0)
and f,(8) = 0p(1). As a result argmin{k; (6)} = Op(1) and argmin{k;, (6)} = Op(1).
The proof of the theorem is completed.

O

This theorem shows that the DREGAR estimator has the [Knight and Fu, 2000] asymptotic property
and it implies that the tuning parameters in Q,(®) do not shrink to zero at the speed faster than n-1/2,
In the proof of theorem (2.3), the errors must be independent and identically distributed and we do not
make a specific assumption on the type of distribution. In other words, the central limit theorem for
martingale guarantees the convergence to the normal distribution. This implies that by increasing the

number of data points (n — o0), the errors can be weakly normally distributed.

As we showed in Chapter §1 (Section § 1.3), lasso approaches to linear regression return biased estimates
of the non-zero parameters [Knight and Fu, 2000]. In the following remark, we show this also in the
context of the DREGAR model.
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Remark 2.3 (Asymptotic bias in estimations). We consider a special case, where g7 >0, 1< (Vi€
N) < r and 4’; =0forl <j; <g,1<j, <p,ji,j2 €N and we assume that there are enough
observations and that the minimizer k(§) correctly identifies coefficients. That is, u # 0 and v = 0.
Then, k(6) must satisfy

k(5)  ok(u,0)

ou ou
= % ( —2(u/,0)W + (',0)"Up(u',0) + (2.13b) + (2.13c))

= —2Wiy + 2u'Up,, + Aolpuy =0
1

= = (W, — Aolp1)Up !

Using Theorem (2.3): V(B — p°) % argmink(é = ') = MVN (JE(u/) 40, uBl?r>,

where Up, , is the first  rows of Up corresponded to r covariates. From the final equation, DREGAR(p,0)
suffers an asymptomatic bias, provided the tuning parameter is positive. In other words, lasso regular-
ization of DREGAR(p,0) is not asymptotically consistent. In the next section we discuss the adaptive-
DREGAR(p,0) where a fixed level penalty term is replaced by a weighted (adaptive) one. We show that
under certain conditions adaptive-DREGAR(p,0) is consistent and enjoys the oracle property.

2.7.2.1 Adaptive DREGAR(p,0) model

Recall from Section § 2.5 that parameter estimation in adaptive-DREGAR(p,q) involves the minimization
of

T p q 2
Q@)= ) ((]/t —xiB) = Y Pii— ) 9j€t—j>
t=Tot1 i—1 =1

r 4 q ’
+n ) Af|Bil +m ) 7|yl +m ) T |6k
i=1 j=1 k=1
where )t;‘,'y;‘,T,f are tuning parameters and ® = (B, ¢,6)’ is parameter space.

To prove the asymptotic property of adaptive-DREGAR(p,0) we follow [Wang et al., 2007, Knight and
Fu, 2000] and define,

ay = max()\;‘l,”y;»;; i1 €81,ip €53)

b, = min()\l’%,fy;‘é; if €sy,i5 €55),

where a,, and b, are maximum and minimum penalties for non-zero and zero coefficients respectively.

Theorem 2.4 (Existence of the minimizer). Let a4, = 0(1) as n — oco. Then under assumptions [a-d]

there is a local minimiser ®* of Q(®) so that

(O —©°) = 0,(n"V2% 4 ay).
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Proof. Let ay, = n~ /2 44, and {@° +wayé : ||6]| < d,6 = (u,0)'} be a ball around @°. Then for
[|6]| = d we have

Ry (0) = Qu(0° +and) — Q*(O°)
> Ly(0° +ayd) — Ly(0°) + Ky
> Lu(©° + and) — Lu(©%) + Ko
> Lp(®° +aud) — Ln(©®°) + K3

where

Ky =n Y A7 (1B +anui| = |B7]) +n ) 27 (197 + anvj| = 97]),

i€sq jESz

(Using triangular inequality) : Ko = —nay, Y Af[u;| — nay Y Vi 1ol
i€51 1652

(Penalties < &, by definition) : K3 = —na2(ro + po)d. (2.17)

Last equation holds because of the decreasing speed of a;,. On the other hand, similar calculations to

Theorem (2.3) results in

n—o0

Ly (©° + ayd) — Ly (@°) "= na2 {6'Upd + 0p(1)}. (2.18)
Because (2.18) dominates (2.17), then for any gives # > 0 , there is a large enough constant d so that

Pr[lliﬁjjd{QZ(@)(’ +and)} > Qu(@°)] =1 —1.

This result shows that with probability at least 1 — 7, there is a local minimiser in the ball {©° + a,¢ :
|16]| < d} and as a result a minimiser Q};(®), such that ||@* — @°|| = Op(ay). (See [Wang et al., 2007,
Lemma 1], [Fan and Li, 2001])

The proof is completed. O

Theorem (2.4) implies that there exist a \/n — consistent local minimiser Qj,(®), when tuning parameters

(for non-zero variables) in DREGAR(p,0) converge to zero at the speed faster than n=1/2,

In the next step we prove that under the case where the tuning parameter associated with zero variables
in DREGAR(p,0) shrink to zero at a speed slower than n71/2, then their associate coefficients will be
estimated exactly equal to zero with probability tending to 1. Further, in the next theorem we show
that with increasing the penalties on the zero parameters at a certain speed, the probability of these

coeflicients to be estimated exactly zero tends to one.

Theorem 2.5 (Penalty weights for zero parameters). Let by/n — c0 and ||@* — ©°|| = O, (n~1/2) then

A

Pr(Bi =0) — 1, Pr(qs;‘5 =0) —1

i
Proof. This proof follows from the fact that the Q(©*) must satisfy

00;(®)|  9L,(6)
Bi |lo- 9P

— nA; sign (B;)



Chapter 2. Penalised inference for lagged response ... 31

_ 9L, (©°)

=55 T nl;(©* — 0°){1+0,(1)} — nA; sign (B;) (2.19)

where U; is th i row of Up and i € s{. The second term in (2.19) is a direct result of adding a
+X'B, +H(,)¢ to Ly (©*). By using the central limit theorem, the first term in equation (2.19), ¥ exy;,
is of order Op(n'/2) and the second term is Op(n!/?). Furthermore, both terms are dominated by nA’
since by\/n — oo (Expansion of [Wang et al., 2007], [Knight and Fu, 2000]). Then sign of %1(31@*) is
dominated by the sign of 'B?‘ Then ,[;l* = 0 in probability. Analogously, we can show that Pr(cﬁ%) LY

The proof is completed. O

Theorem (2.5) shows that adaptive-DREGAR(p,0) is capable of producing sparse solutions. Theorem
(2.4) and (2.5) indicate that a \/n — consistent estimator @* must satisfy Pr(®@; = 0) — 1. Then,
adaptive-DREGAR(p,0) is a sparse model.

Theorem 2.6 (Consistency of adaptive-DREGAR(p,0)). Assume a,/n — 0 and byy/n — oo. Then,

under assumptions [a-d] we have
Va(@; —05) 5 MVN (0,075 1),
where Uy is the sub-matrix Up corresponding to ©7, and @i‘ corresponds to non-zero elements of O*.

Proof. Tt is concluded from Theorem (2.4) and (2.5) that Pr(@; = 0) % 1. Thus, the minimiser

with  pr—1 R
Q5 (®) ————— Q;,(01). So it implies that the lasso estimator ©7 satisfies the following equation

00, 0,=07 ’

From Theorem (2.4), @1‘ is a \/n — consistent estimator. Thus a Taylor expansion of the above equation
yields

1 0L, (©7)
T /n 00
1 0L,(©9)
T Un 00

where F' is the first-order derivation of the tuning function

0 +E(O)v/n

+F(07) v+ Upv/n(0] — ©9) +0,(1),

Yo AilBil+ ) vileils

i€s1 jE€sy
and for n sufficiently large, F(@}) = F(©7). Thus,

o Ak _ U(;l aL”(GT)
(®1 _®1)\/ﬁ— WW

4 N0, 02Uy ).

+0p(1)

The proof is completed. O
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Theorem (2.6) implies that, adaptive DREGAR(p,0) is asymptotically an oracle estimator provided a,
tends to zero at the speed faster than \/n (or a,/n — 0) and simultaneously b, increase at the speed
slower than \/n (or b,\/n — c0).

2.8 Estimating the conditional variance of y;

In Section §2.2.1 we assumed that y; has known conditional variance and established all the results using

this assumption. In this section we consider the estimation of this variance.

Recall the DREGAR model from (2.1),

4

p q
Ve= Y xuBi+ Y diye—j+ Y €10 + e
i=1 =1 =

p r q
(e — Y piye—j) = Y xiiBi+ Y €16 +er.
=1 i=1 =1

Using the backward shift operator,

P ) r q
(L= Y oLy = Y xiipi+ ) _(BiL))er +ex, (2.20)
j=1 i=1 =1
where
|4 . r
ee=(1-) L)y — ) xipi- (2.21)
j=1 i=1
Substituting (2.21) in (2.20),
! ! . i - ! I\t
(1_291L>(1_24’]U) ytZZ(l—ZGIL)xti,Bi—i-Et-
=1 =1 i=1 I=1

Converting this equation to an infinite moving average results in

where

q P
L(¢) = (1- lzlfszl)/ L(6) = (1 - g%ﬂ)-
= =

Let aq,a2,a3,...,ap and by, by, bs,...,by; be the roots of L(¢) and L(0) respectively. Therefore, it is
possible to rewrite L(¢) and L(6) as

p
L¢)=(1 —;¢1Ll) = (a1 — L)(ap—L)(a3 —L)...(ap — L),
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(1= Y0 = (b~ (b~ )b — L) (b~ ),
j=1

: 1 1 i
and using = = Y, 2(2)",

p ! 1 L1 L
Her = (1_1-21"”U> "o D@ D D@0 U&aw))
B g \! 1 T 1 Ly
L(6)~! = <1—j[%9ju> TN CES AT AN A =g(1§gj(gj) )-

Finally, the DREGAR model can be written as

L .21 L P 1, Ly
(&*)) Xiifi + II(X:Efﬁ;)) II(E:;;(EJ ) | ex.
j=1 i=0 "J

From this, the variance of y; is given by
Var(ylx) = Var| (ﬁ(f j«j)i)) (ﬁ(f 1<j>k>) el 2:2)
This can be shown by a single geometric series
Var(y:|x) = Z Olo?,

where Qs can be computed based on coefficients as in (2.22). In the special case where ¢; = 0 for all
t <0 we get

Var(y:|x) = ZQ’ 2

that is a function of ¢ and the coefficients. ¢ is assumed to be known prior to the analysis and parameters

are estimated from the model. Then, an estimator for (75 is given by

Var(yi|x) = ZQ’ o2,

2.9 Implementation

The most trivial implementation of DREGAR can be performed by assuming a grid of three values for
A, v and T and solving the penalized likelihood within the grid. However, in this section we propose two
algorithms for estimating the parameters in DREGAR and adaptive-DREGAR that are computationally
less complex than the naive way of grid search. To this end, we use LARS [Efron et al., 2004], which has

a good performance in the correlated frameworks [Hebiri and Lederer, 2013].

We should stress that € is unknown in DREGAR and must be estimated from an auxiliary step. For
k=0,1,..., we propose the following 6-step algorithm for DREGAR:
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Step 1. Estimate ¢ (7(x)) by minimizing ||y — H(p)(PH% + 7v|¢|1 where the tuning parameter is selected
using BIC, AIC, GCV, CV etc. We assume that the model selection criteria is the same in all steps

below.

Step 2. Estimate By (A()) by minimizing ||(y — H(nd)) — X'Bl[3 + AlBl1-

Step 3. Estimate 6y (T(x)) by minimizing |[(y — H(,y$) — X'B)) — Hg)0113 + 716]1-

Step 4. Update B(r) — B(kt1) and A gy — Agei1) by minimizing ||(y — H(g)0)) — X'B[13 + AlB1-

Step 5. Update ¢(r) — Ps1) and Y(e) — Y(es1) by minimizing ||(y — )by — X' Bes1) — Hip )3 +
v¢lr-

Step 6. Update Q(k) — 9(k+1) and T(k) — T(k+1) by minimizing ||(y - H(p)gﬁ(kJrl) — X/B(kJrl)) - H(q)G)H% +
|11

Step 7. Return to Step 4 provided the algorithm does not meet the stopping criteria.

The same algorithm can be used for adaptive-DREGAR. However, we propose a two-step algorithm based
on adaptive-lasso [Zou, 2006] for adaptive-DREGAR that is computationally less complex and involves
fewer steps (2 < 6) compared to the non-adaptive one. The algorithm assumes the same tuning parameter
for the entire parameter space, but with different weights. The first step provides an estimation for €
from an auxiliary adaptive-DREGAR(p,0) whereas the second step leads to an estimation for the entire
parameter space, ©®. We propose that iterating these two steps refines the estimation of € in the first
step and improves the estimation of the parameters in the final stage. The algorithm can be summarized

as following:
Step 1. For k =0,1,..., estimate € from the DREGAR(p,0) model by solving iteratively for k
(Bks1) Prs1)) = arg Iglqbn ly = X'B = Hipydl15 + Al 1Bl + (1911,

where /’\’(kk) = w1/[Bl; 'y’(*m = w1/|¢x) |- By and ¢(g) are initial estimations from OLS or lasso
and we assume the same wj for both terms to simplify the problem to the ordinary adaptive-
lasso problem. The procedure of estimating/re-estimating in this step is continued till a stopping
criterion e.g., minimum AIC, BIC, GCV or CV, is met.

Step 2. Estimate € from é = y — X’,B - H(p)¢3 using the estimations provided from the first step, and
substituting in the full model,

y=XPB+Hy¢p+Hgo+e,

and re-estimating all parameters by:

A

O = By Py D)) = arg};n;fé}Hy — X'B— Hpy¢ — Hp)0l[5 + A 1Bl + 7|9l + T°10]1,

where A* = wy /By, 7" = wa/[px)| and T° = wa/[0y)| for k = 0,1,.... Similar to the first step, the

parameters are estimated using an estimate/re-estimate procedure.

More formally we minimize the following penalized likelihoods with respect to the parameters:
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p 2, p
Step 1. Q3 (0) = T (m ) - z@yt_i) I SPTRIYI JICRPY
7 i=1 i=1 =1

p 9 z
Step 2. Q5,(®) =) ((]/t —xiB) =Y piii— ) Gjét]) Y AR
t i=1 j=1 i=1

P q
+ 2771+ ) w16l
=1 k=1
or equivalently in matrix form,

Q5,(0) = (y = X'B—H) (y — X'B— H()o)
+ A1 1Bl +71l¢l

Qs,(©) = (y— X'B—Hyy¢ — H0)' (v — X'B— Hipyp — Hy)0) '
+ATBl + "¢l + 76|

The first step provides an initial guess for €. Replacing the estimations from Step 2 in 1 and repeating
the steps iteratively provides a solution to adaptive-DREGAR.

In both algorithms we define the stopping criteria by either setting a tolerance on the difference of
consecutive estimations; or by fixing a maximum number of iterations and then taking the estimates that

achieve the minimum BIC or AIC,

BIC = —2loglik 4 plog(T)
AIC = —2loglik + 2p

where loglik, p, T are estimated (non-penalized) log-likelihood using the parameters that are estimated

from both algorithms, the number of non-zero parameters and total observations respectively.

2.9.1 Choosing the tuning parameters

All regularization methods rely heavily on the choice of the tuning parameters, as these control the amount
of regularization and sparsity in the estimations. Consequently, choosing a proper value for any tuning
parameter is crucial. A number of methods have been proposed in the literature to select the tuning
parameters and weights in adaptive-lasso. One can utilize Cross Validation (CV) or Generalized Cross
Validation (GCV), see e.g. [Arlot et al., 2010, Usai et al., 2009, Tibshirani, 1996] and citations therein.
Although these techniques are recommended and discussed in the original paper of [Tibshirani, 1996],
using cross validation for model selection in time-dependent frameworks is criticized by some authors
e.g., [Medeiros, 2012] and [Shao, 1993]. BIC and AIC are also extensively studied in the literature, e.g.
[Wang, 2007]. In particular, [Zhang, 2010] recommends using BIC and proves that it enjoys the oracle
property in sparse model selection. The paper proposes also a Generalized Information Criterion (GIC)
that encompasses both AIC and BIC. Finally, [Hirose et al., 2011] propose Mallows’s C, criteria for

selecting tuning parameters.
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All AIC, BIC, GCV and C, are implemented in the R package https://cran.r-project.org/web/
packages/DREGAR/index.html associated with the adaptive-DREGAR method, but we will consider

closely CV and BIC in our simulation and real data studies.

2.9.2 Choosing model orders p and g

Some notes are required for selecting the autoregressive orders p and gq. We propose two general ap-

proaches:

1. Setting a grid of P and Q values and choosing the model with minimal BIC or AIC within the grid.

2. Setting an upper limit for P and Q and letting the model choose the optimal orders.

Although the two approaches above look similar, the main difference is that the second approach needs
to remove the first P+ Q observations a priori. That may cause problems in high-dimensional cases
where (usually) the number of observations is rather small. Then a rule of thumb is to choose the first

approach for small datasets and the second one for large datasets.

2.9.3 R package

An implementation of (adaptive) DREGAR using (two) six-step algorithm and Mallows’s Cp, AIC, BIC
and GCV for model selection is provided in the complementary R package that accompanies this chapter.
This is performed by the function dregar2. Moreover, the six-step algorithm for DREGAR and adaptive-
DREGAR is implemented in the function dregar6. Both functions allow different combination of orders
for dynamic and AR orders as well as several options for standardizing the data and setting the number
of iterations prior to the analysis. This R package encompasses two more functions to simulating data
from an arbitrary DREGAR model and generating stationary autoregressive coefficients. We refer to the
R package manual (https://cran.r-project.org/web/packages/DREGAR/DREGAR.pdf) for a detailed
description of the package.

2.10 Simulation study

In this section we follow the general outline proposed in [Ulgen, 1994, Tibshirani, 1996, Lozano, 2013,
Y. Nardi, 2011] to simulate data from our models. In particular, simulations in this section are divided
into two groups. In the first group, data are generated from a DREGAR(p,q) model and the tuning
parameters are selected by minimizing the 10-fold cross validation error, while in the second one we

choose the tuning parameters corresponding to the minimum BIC.

Under assumptions [a-d], we design the simulation study with varying number of parameters and models

as following:

e The coefficients are sampled from a uniform distribution in (—1,1), where time-dependent
parameters are chosen so that the stationary polynomials have all roots unequal and outside

the unit circle.


https://cran.r-project.org/web/packages/DREGAR/index.html
https://cran.r-project.org/web/packages/DREGAR/index.html
https://cran.r-project.org/web/packages/DREGAR/DREGAR.pdf
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e  90%, 70% and 10% percent of REG coefficients are set to zero.

e The covariates are generated independently from a random AR(1) Gaussian process.
o oMoy N(0,1) with varying levels of noise ¢ € {0.5,1,1.5}.

e Data are simulated for a range of values of T and r as well as {p,q} € {1,2}.

e FEach combination of parameters is repeated 25 times.

e Cross validation and BIC are used for choosing the optimal tuning parameters.

For all datasets, we fit lasso (L), adaptive-lasso (AD), DREGAR (D-L), and adaptive-DREGAR (D-AD).
The models are compared in terms of Mean Squared Error, MSE = 21—5 21221 (@ —®°)2, and BIC.

2.10.1 Simulation results

Figure (2.3) shows the comparisons between lasso (adaptive-lasso) versus DREGAR (adaptive-DREGAR)
for varying number of covariates r = (20,120,540) (top label) and observations T = (20,40,60) (middle
label) and for different time-dependent parameters p € {1,2}, g € {1,2}(bottom labels). We propose the
ratio of MSE amongst models namely adaptive-lasso and lasso versus adaptive-DREGAR and DREGAR
respectively. Obviously, if this ratio takes a value greater than one, then the MSE in the denominator is

less than the nominator and consequently the model in the denominator outbids the other one.

The number of variables

40 20 120 540
3.5 //AD : Adaptive-Lasso N
30 D-AD :Adaptive-DREGAR
' L : Lasso
=25 D-L  :DREGAR )
= :
s 2.0 —— /
o
B=
s 1.5 - = = - /
& =
1.0 / e » - =
0.5
0.0 i i ‘

20 40 ‘ 60 20 40 ‘ 60 20 ‘ 40 60

The number of observations

Model: (p,q)-Modell/Model2
<-(1-1)- AD/D-AD =(1-1-L/D-L +(1-2)-AD/D-AD 1-2)-L/D-L
~(2 - 1- AD/D-AD <+(2-1)-L/D-L (2 - 2)- AD/D-AD 2-2-L/D-L

FIGURE 2.3: Comparison of adaptive-lasso (lasso) and adaptive-DREGAR (DREGAR) with respect to
MSE ratio for varying number of covariates, observations, p and q. Tuning parameters for all models
are chosen by CV.

As it is evident from Figure (2.3), adaptive-DREGAR, (D-AD) and DREGAR (D-L) perform better than
ordinary adaptive-lasso (AD) and lasso (L), respectively, in terms of MSE ratio and for all combinations
of p and q as well as for different values of r and T. With regards to the number of covariates, as

expected, the figures shows that an increase in » compared to p 4 g results in a decrease in the effect of
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DA and AR components in the model, as noted also by [Hibbs Jr, 1973]. In these cases, D-AD and R-L
tend to ordinal AD and L and their corresponding MSE ratios tend to one. The figure also shows that
DREGAR outperforms the opponent for T < r. However, DREGAR shows considerably better results
than AL and L when r/T decreases, as shown in Figure (2.4).

Lasso vs DREGAR

g -
135 HH
e i
2 o HI
£ 34 I
B I
14—
0.5 — [ | |
0.33 - i [ | 1
I I I I | I 1 I 1
1 2 3 4 5 6 7 8 9
MSE ratio, c=05
adaptive Lasso vs adaptive-DREGAR
27 [
135 - HIH
o 97 HH
6 I
E 34 i B
24 ([ | 1
e T
0.5 1 1
0.33 - — [ | |
I I I I | I I I I
0 1 2 3 4 5 6 7 8 9

MSE ratio, 0=05

FIGURE 2.4: Comparison of DREGAR and Lasso (top) as well as adaptive-Lasso versus adaptive-
DREGAR (bottom) with respect to MSE ratio of estimations under o = 0.5 and sliding (r/T).

Figure (2.5) and (2.6) show similar comparisons for the case when the tuning parameters are selected
by BIC. In particular, Figure (2.5) compares adaptive-DREGAR and adaptive-lasso in terms of BIC for
T = 50,100, 150,200,250 and r = 25,75,200,300,400. The results show that, increasing the number of
data points, T, results in a significant improvement in BIC for adaptive-DREGAR compared to adaptive-
lasso. However, adaptive-DREGAR shows a slightly better performance than adaptive-lasso if T < r.
Figure (2.6) shows the comparison between the models in terms of the mean squared error of the regression
parameter estimates. As it is evident from this figure, adaptive-DREGAR estimates the coefficients with

a lower level of bias compared to adaptive-lasso for all combinations of T and r.
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FIGURE 2.5: Comparison of adaptive-lasso and adaptive-DREGAR in terms of BIC under different
values for ¥ and T. The tuning parameters are chosen by BIC.

2.11 Real data illustration

2.11.1  Analysis of air pollution data

In this section, we show the performance of the model on the National Mortality, Morbidity and Air Pol-
lution Study (NMMAPS) dataset. This dataset is publicly available from http://www.ihapss. jhsph.
edu/data/NMMAPS/ and contains daily mortality, air pollution, and weather data for 108 cities in the US
from January 1, 1987 to December 31, 2000. The variables include six indicators for mortality (total
non-accidental, cardiovascular disease, respiratory, pneumonia, chronic obstructive pulmonary disease,
accidental), six indicators of air pollution (repairable particulates (PM10)/(PM25), carbon monoxide
(CO), ozone (O3), sulphur dioxide (SO), nitrogen dioxide (NO;)) as well as three indicators of weather
(temperature (T), dew point temperature (D), relative humidity (H)). Similar to [Wu and Wang, 2012]
we study the relationship between ground level of ozone and indicators of air pollution and weather con-
ditions in Chicago in 1995. Differently to [Wu and Wang, 2012], we take the effect of carbon monoxide
(CO) into account. The covariates in the model consist of NO,, SO,, CO, PM10, temperature and
relative humidity as well as all two-ways interactions. We show the interactions by initials, for instance
NS represents the interaction between NO, and SO,. A total number of 365 observations and 21 co-

variates are included in the analysis. All covariates and response are normalized to zero mean and unit


http://www.ihapss.jhsph.edu/data/NMMAPS/
http://www.ihapss.jhsph.edu/data/NMMAPS/
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FIGURE 2.6: Comparison of adaptive lasso and adaptive-DREGAR in terms of mean squared error of
B under varying values for » and T. The tuning parameters are chosen by BIC.

variance. We compare the DREGAR model with lasso, REGARMA(3,1) ([Wu and Wang, 2012] opti-
mal model), DREGAR(p+q,0), DREGAR(p,0), DREGAR(0,q+p) and DREGAR(0,q) on the basis of a
number of commonly used criteria: BIC, AIC, Quasi-likelihood Information Criteria (QIC) [Pan, 2001]
and Consistent AIC (CAIC) [Bozdogan, 1987].

Following the second approach in Section §2.9.2, we propose P = 5 and Q = 5 for the autoregressive
orders. The parameters are estimated using the algorithm in Section § 2.9, setting a maximum of 15 for
the iterations and selecting the tuning parameters by CV. Table (2.1) provides a detailed illustration of
the parameter estimations as well as information for comparison of the models. Non-zero time series
coefficients in the middle-bottom of the table propose an order of four and three for DREGAR as
well as DREGAR(1,0) and DREGAR(0,3) for the other models. DREGAR(4,3) shows better results
than REGARMA, DREGAR(p,0) and DREGAR(0,q) with respect to model performance as shown in
the top panel of table (2.1). In line with [Wu and Wang, 2012], our results show several significant
interactions, especially those between sulphur dioxide-temperature (ST) and humidity (SH), as well
as between particulates and temperature (PT). However, there are also some differences: for example
DREGAR(5,5) assigns a zero or significantly low weight to PH, SP and NT where REGARMA does not.
The additional variable CO shows a significant effect on ground level of O3 and non-zero effect for the
interaction with weather indicators, CT and CH. We further report the Ljung-Box test [Box and Pierce,
1970] statistics in the bottom of the table (2.1). With the exception of lasso and DREGAR(10,0), all
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Model comparison
Model BIC AIC CAIC QIC
Lasso 15467.69 15385.79 15488.69 42.39
DREGAR(5,5)  10302.58* 10182.55* 10333.58* 29.11%*
DREGAR(10,0) 11419.65 11299.61 11450.65 32.25
DREGAR(0,10)  10860.55 10740.51 10891.55 30.68
DREGAR(0,5)  10854.76 10753.72 10880.76 30.20
DREGAR(5,0) 11414.39 11313.36 11440.39 31.75
Parameter estimation
Variables Lasso REGARMA(3,1) DREGAR(5,5) DREGAR(10,0)0 DREGAR(0,10) DREGAR(0,5) DREGAR(5,0)
Temperature 5.29 4.14 4.67 3.66 5.33 5.36 3.56
PM10(P) 0 0 0 0 0 0 0
SO2(S) -10.53 -9.74 -11.49 -8.69 -12.46 -11.86 -8.49
NO2(N) -2.87 -1.81 -1.94 -1.37 -1.69 -2.10 -1.52
Humidity (H) -1.10 -1.94 -1.34 -1.18 -1.32 -1.23 -1.12
CO(C) -0.18 - -0.44 -1.55 -0.93 -0.32 -1.27
NS 0 0.89 0.42 0.55 0.06 0.22 0.62
NP -0.41 -1.26 -0.47 -0.98 -0.43 -0.56 -1.15
NT 0 -1.30 0 0 0 0 0
NH 1.08 -0.90 0.34 0.22 0.01 0.38 0.42
SP 0 0.77 0 0.42 0 0 0.59
ST 6.29 4.40 6.96 4.81 7.69 7.15 4.29
SH 5.34 6.55 5.63 4.59 5.91 5.89 4.95
PT 3.60 4.89 2.88 2.57 3.14 3.22 2.56
PH 0 -2.40 -0.08 0 0 0 0
TH 0 0 0 0 0.19 0.04 0
CN 0 - 0 0 0.25 0.25 0
CS 0 - 0 0 0 0 0
CP 0 - 0 0 0 0 0
CT 0.47 - -1.30 -0.41 -1.34 -1.13 -0.17
CH -1.61 - -0.57 0 -0.35 -1.22 -0.57
Time series coefficients
Lasso REGARMA(3,1) DREGAR(5,5) DREGAR(10,0)0 DREGAR(0,10) DREGAR(0,5) DREGAR(5,0)
- Py =127 ¢1 =0.13 ¢1 =0.36 61 = 0.46 6, =047 ¢1 =036
- ¢ = —0.28 ¢ = ¢ = 0, = 6, =0 ¢ =
- $p3=0 ¢3 = ¢3 = 03 = 0.07 03 = 0.09 ¢3 =
- 0, = —0.88 ¢4 = 0.036 ¢y = 0y = 0, =0 ¢y =
- - ¢5 =0 ¢5=0 05 =0 05 =0 ¢5=0
- - 6, = 0.31 P = 0 =0 - -
- - 6, = 0.03 ¢7 = 07 =0 - -
- - 03 =0.14 ¢3 =0 0g = - -
- - 0, =0 P9 =0 09 =0 - -
- - 05 =0 ¢$10=0 610 =0 - -
Ljung-Box statistic
Lasso REGARMA(3,1) DREGAR(5,5) DREGAR(10,00 DREGAR(0,10) DREGAR(0,5) DREGAR(5,0)
P-value 0 0.635 0.82 0.08 0.813 0.704 0.09

TABLE 2.1: (Top) comparing lasso, DREGAR and REGARMA with respect to BIC, AIC, CAIC and
QIC where the asterisk denotes the minimum value. (Middle-top) parameter estimation for regression
terms. (Middle-bottom) Corresponding estimation for time-dependent coefficients. (Bottom) Ljung-

Box p-value for the null hypothesis of residuals following white noise.

models show good fitting, i.e. no evidence against the white noise assumption. Figure (2.7) displays
the scatter plot of lasso and DREGAR(5,5) fitted versus observed response, the residuals from the
DREGAR(4,3) model and the corresponding sample ACF and PACF. The small curvature in the scatter

plot, mentioned also by [Wu and Wang, 2012], can be an indication of a particular weather condition

that results in an interaction between primary pollutants. The sample ACF and PACF plot suggest that

the residuals are indeed white noise as confirmed also by the p-value of the Ljung-Box test (0.82).

Finally, we have also compared the fit of the best DREGAR model, DREGAR(4,3), with a DREGAR(0,7)

model (the same as a REGAR(7) model), in order to assess the benefit in having different autoregressive

structures for the response and the predictors, a unique feature of the model that we propose in this
chapter. Without penalising the coefficients, the maximum likelihood for DREGAR(4,3) is -1106.884
and that of DREGAR(0,7) is -1110.832, suggesting an improved fit for the DREGAR(4,3) model.
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FIGURE 2.7: (a) scatter plot of DREGAR(4,3) and lasso fitted versus observed y, (b) DREGAR(4,3)
residuals, (c) sample ACF and PACF for DREGAR(4,3) residuals,(d) sample PACF for DREGAR(4,3)
residuals.

2.11.2  Analysis of stock market data

For the second real application we take an example from the stock market. To this end we apply
DREGAR(p,q), DREGAR(p,0) and DREGAR(0,q) to DowJones30 daily returns from 2015. Data are
collected from yahoo finance (https://finance.yahoo.com) and contain 251 closing prices for 30 indices
in the DowJones market. We take the IBM index as the response and the remaining 29 indices as the
covariates and study the correlations via the DREGAR family of models. The variables are listed as
follows: 3M (MMM), American Express (AXP), Alcoa (AA), AT&T (T), Bank of America (BAC),
Boeing (BA), Caterpillar (CAT), Chevron (CVX), Cisco Systems (C), Coca-Cola (KO), DuPont (DD),
ExxonMobil (XOM), General Electric (GE), Hewlett-Packard (HPQ), The Home Depot (HD), Intel
(INTC), IBM (IBM), Johnson & Johnson (JNJ), JPMorgan Chase (JPM), Kraft (KRFT), McDonald’s
(MCD), Merck (MRK), Microsoft (MSFT), Pfizer (PFE), Procter & Gamble (PG), General Motors
(GM), United Technologies (UTX), Verizon (VZ), Wal-Mart (WMT), Walt Disney (DIS ).

We apply first differences of the log-prices to get stationary returns [Kwiatkowski et al., 1992]. DREGAR(5,5),
DREGAR(10,0), DREGAR(0,10), DREGAR(5,0) and DREGAR(0,5) are applied to the data and the
tuning parameter is selected using CV. The models are compared on the basis of BIC, AIC, CAIC, QIC,
Ljung-Box statistic and sparsity. The results are shown in Table (2.2).

This tables shows that DREGAR(5,5) is the winner amongst other methods with respect to BIC, AIC
and CAIC as well as sparsity. Fitting DREGAR(5,5) to data results in an order of 3 for the dynamic
term and an order of 4 for the residuals. So the final selected model is DREGAR(3,4). Among the most


https://finance.yahoo.com
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significant (non-zero) variables, the model selects: MSFT (coefficient 0.3), HPQ (0.23), VZ (0.20), MMM
(0.14), MRK (0.13) and CVX (0.10). Figure (2.8) top shows observed y versus fitted values for lasso
and DREGAR(3,4). From this figure, DREGAR(3,4) has a better fit compared to lasso in terms of the
Pyiprecaray = 9831 Oy dru, = 0.819). Finally, the
sample ACF and PACF at the bottom of figure (2.8) confirm the results from the Ljung-Box statistic,
showing that the residuals from DREGAR(3,4) are white noise.

correlation between the observed and fitted values (

Following the same steps as the previous section, we compare the fit of the best DREGAR(3,4) with
DREGAR(0,7) model. Without penalising the coefficients, the maximum likelihood for DREGAR(3,4)
is —243.98 and that of DREGAR(0,7) is —251.41, suggesting an improved fit for the DREGAR(4,3)

model.

Model BIC AIC CAIC QIC Ljung-Box p-value #Non-zero
Lasso 600.74  547.84  615.72 2.4 0.52 15
DREGAR(5,5) 575.10% 528.91* 598.43* 2.3 0.83 13
DREGAR(10,0) 585.94  542.61  610.10 2.4 0.56 14
DREGAR(0,10) 589.70  536.82  604.70 2.3 0.54 15
DREGAR(5,0) 590.46  537.58  605.47 2.4 0.58 15
DREGAR(0,5) 596.08  543.19  611.10 2.3 0.65 15

TABLE 2.2: Comparison of lasso and DREGAR for the DowJones30 dataset on the basis of BIC, AIC,
CAIC, QIC, sparsity and Ljung-Box statistic. For the information criteria, the asterisk denotes the
minimum.
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FIGURE 2.8: (Top) Scatter plot of DREGAR(3,4) and Lasso fitted versus observed y, (bottom) Sample
ACF and PACF for DREGAR(3,4) residuals.
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2.12 Conclusion remarks

This chapter addressed the problem of dynamic regression in the presence of autocorrelated residuals
by proposing an extension of the regression model of [Wang et al., 2007]. The extension allows lags
of the response. We showed that adding this dynamic term results in a structure more similar to a
general ARMAX than REGAR and REGARMA, and with fewer difficulties in parameter estimations
than REGARMA. Further, we proposed an Il; penalized likelihood approach for variable selection for
both regression and time-dependent coefficients. Additionally, we discussed the theoretical properties of
the regularized estimators of a special case of the model, the one without the autocorrelated residuals,
as the general form of the model suffers an OLS bias. We proposed a two-step iterative algorithm for
parameter estimation and provided an R package for the implementation and simulation of data from
the model. Finally, we show the applicability of the model and comparison with existing approaches by

means of two simulation studies as well as two real data applications.

2.12.1 Future study

For future work, we plan to extend the methods presented in this chapter by estimating DREGAR
coefficients using penalties that strike a trade-off between I and Ip, such as elastic-net [Zou and Hastie,
2005]. We expect these methods to work well, as the I penalty imposes less weight on small coefficients
compared to the I1 penalty. In addition, the covariance matrix of the regressors in DREGAR is not
diagonal, thus violating the assumption of orthogonal predictors. In other words, there are always some
correlations amongst the predictors. In this situation lasso algorithm, in particular LARS, chooses one of
the regressors and ignores the other correlated ones. A weighted sum of I and I, penalties can preserve

the collinearity in time-dependent lags and is thus expected to lead to more accurate estimations.



Chapter 3

A differentiable alternative to [q

lasso penalty

3.1 Main question

Let the underlying model be y = X + e where y, X , B and e are response, covariates, unknown vector
of regression coefficients and i.i.d Gaussian error ~ N(0,¢2). In the previous chapter we imposed Iy
penalties on the (log)likelihood to derive a constrained estimation of the parameters. In other words, we
imposed the constraint Y ; |B;| < K, K > 0 on the parameters, as there is a one-to-one correspondence
between K in this definition and A in the previous chapter. In this chapter we discuss a differentiable
replacement for the /1 penalty that is capable of producing similar results to lasso as well as Ridge and

a range of smooth regularizations.

3.2 Introduction

We start with proposing a smooth alternative to the absolute value function that applies in the I
penalized likelihood, lasso. The main idea of a smooth penalty is introduced by some authors [Hebiri
et al., 2011, Hebiri, 2008, Fan and Li, 2001, Zou and Hastie, 2005] and consists in adding a differentiable
term to the likelihood or [; penalized likelihood, resulting in a trade off between maximum sparsity in
lasso and increasing the number of selected covariates. It should be stressed that the maximum sparsity
of lasso is min(r, T) where r is the number of covariates and T is total observations. Then, for r > T lasso
is limited to T variables that is a limitation for a variable selection method. Ridge [Hoerl and Kennard,
1970], elastic-net [Zou and Hastie, 2005], smoothly clipped absolute deviation (SCAD) [Fan and Li, 2001]
and smooth lasso [Hebiri et al., 2011] are four well known examples of smooth models. For instance,
the amount of smoothness in elastic-net is controlled by the I, term; or similarly in smooth-lasso it is
controlled by the second norm over the consecutive difference of the coefficients. Amongst these models,
ridge is differentiable at zero whereas SCAD, elastic-net and smooth-lasso are not. We should stress
that non-smooth penalties can lead to some limitations in certain cases, such as computational efficiency

for non-linear models [Schmidt et al., 2007a] or derivation of the degrees of freedom for model selection

45



Chapter 3. A differentiable alternative to Iy lasso penalty 46

criteria, such as the generalised information criterion [Konishi and Kitagawa, 1996], as pointed out by
[Abbruzzo et al., 2014]. Tt is worth noting that in strictly smooth models like ridge sparsity suffers,

whereas models like elastic-net and smooth-lasso require a separate tuning parameter to be optimized.

In this chapter, we propose a differentiable penalty that allows choosing from a nearly flat to a very
sharp regularization. The use of a differentiable term results in reducing the optimization problem to an
ordinary minimization problem that can be implemented by a broad range of algorithms in the literature.
In other words, the proposed differentiable penalty removes the dependency of the method to specialized
optimization algorithm, e.g. LARS, as well as providing more flexibility than I; penalized likelihood by

covering Iy, I1, I and more norms.

3.3 Our proposal: dlasso

Looking at the literature for differentiable alternatives to the absolute value, a number of proposals have

been made, such as

|x| ~ Vx%+e, € €Ry, (3.1)
2
ﬁ <|x] < Va2 +u2, ueR,. (3.2)
1
|x| ~ |x]y = &[log(l +e ) +log(l+e")],a € Ry (3.3)

Equation (3.1) is studied in details by [Ramirez et al., 2014]. It is a special case of (3.2) and it is
straightforward to show that the length of the interval in (3.2) is always less than u [Nesterov, 2005]. The
approximation in (3.3) has been used by [Schmidt et al., 2007b] in a penalized likelihood context. This
function is twice differentiable and |x| = “lgrolo |x|x with the maximum absolute deviance of ||x| — |x|s| <

2%, but it does not pass through zero.

In this chapter, we propose the following penalty function

flx,s) = x(\/Z% /OX/S eftzdt), s € Ry, (3.4)

which we call it dlasso for differentiable lasso. The second term in RHS of (3.4) is so called error function,
erf(x/s), and can be considered as a probability distribution, see [Olver et al., 2010] for a comprehensive
discussion about error function. The accuracy of approximating |x| by this function increases as s tends

to zero.

For brevity, in the rest of this chapter we call €, u, « and s in (3.1-3.4) precision values. Figure (3.1)
compares these functions for different values of precision. As is evident from this graph, for the same
value of the precision, dlasso converges to |x| at the speed faster than the other opponents. Moreover,
function in (3.4) passes the origin regardless of the value of precision that is of interest for a loss function.
All these properties motivate us to utilize this function in linear regularization problems as a replacement

to I; norm. To this end, we borrow the definition of a smooth function in [Ramirez et al., 2014] and show
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that all proposed functions in (3.1-3.4) are smooth approximations of absolute value function.

Definition 3.1 (Smooth approximation of |x|). A function f : R — R is a smooth approximation of |x|
if it is differentiable and the following limits hold,
f(x) f'(x)

im 2 =1, im LY g
x=too x| x—+oo sign (x)

Having Definition (3.1) and using simple algebra,one can show that all functions in (3.1-3.4) are smooth.

This chapter is arranged as follows. In Section §3.4 we prove some key properties of dlasso. Next, the
application of dlasso in penalized likelihood is discussed in Section §3.5. Theoretical properties of a linear
model under this new penalty are studied in §3.6. A discussion about computation complexity of the
dlasso penalty as well as proposing a simple approximation for Gaussian CDF are provided in Section
§3.7. Algorithm and selection of the tuning parameter are discussed in Section § 3.8. Finally, simulations

and real data illustrations in Section §3.11 accompany the theoretical results.

3.4 Some key properties of dlasso

The proposed function in equation (3.4) is a special case of a general family of functions as follows,

()"
fx,s,a,7) = x[z / etzdtr =x X { erf ((x)”‘)]y, {7,4} €R,s>0,x >0,
v s
so that « = ¢ = 1 results in the function in (3.4), dlasso. We focus entirely on this case and leave the
general form of the function for the future studies. Figure (3.2) shows a three dimensional demonstration
for the behaviour of dlasso for different values of s. As it is evident from this figure, the proposed
function shows a variety of geometric shapes as the values of s changes. For instance, (a), (c¢) and (d)

are corresponded to similar penalties to lasso, ridge and flat (OLS).

We should stress that dlasso is not convex. To show this fact, we find the second derivative of the

function,
2
Ef(xrs) = ;ic( erf (g) +2(§)¢(JSC'O’ 12))
x 1,1 X
—a0E0 ) (1-E7),

and see that the function is not necessarily positive (or negative). For example the second derivative is

S

positive if (1 - (x)2> > 0 or equivalently |x| <s.
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FIGURE 3.1: Comparison of the different alternatives to absolute value function. From up-left to the
down-right the precision values decrease at the same rate.

Further, for a fixed value of s = ﬁ and small values of x dlasso behaves like x2. This fact, as illustrated

in Figure (3.3), shows that the function has a similar behaviour to x? for small (x,s = L) This

-V

correspondence motivates the case of the second norm, ridge penalties.

Former can be shown by fixing s and focusing on the small values for x. Thus

/s p 2 ¥ _xp 2 x 1
= P20 2 Y () 2%t =00 = —
x/o e s x ; (S,y T 7
where ¢(.) is the density function for normal distribution. By setting s = f’ the limit becomes
x—0 .
NG ( , ,\[) On the other hand, 47( , ,\1[) ~ iﬁ and \/Exzq)(— \%) ~ x?, that is

an approximation for x2. We should stress that, to reduce computation time of 2 — 1.128379, we set

o=
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FIGURE 3.2: 3D demonstration and countor plot for the dlasso under s = 0.01,0.5,1, 10.

s =1 in applications.

Moreover, one can derive an identical form of dlasso using the concept of normal density and distribution.
22
To this end, we use the concept of half normal density HN(z,0,0) = ‘/}e 22,z > 0 in [Ahsanullah

et al., 2014, p.18]. Denote the cumulative distribution function of this density by CHN(z,0,0). Then,

x/s —
f f 2dt can be replaced by CHN(%,0, \f) Further,

- : 1
CHN(z,0,0) ea dt = 2/ 037 dt

0 V2mo
= 20(z,0,0) — 1, (3.5)

= o

where ®(z,0,0) is the cumulative normal distribution with mean of zero and variance equals to o2.

Consequently, erf ( fx/s e Pt = CHN(Z )— 29( 1.

srr\[ S”f)

Finally, we show that the maximum deviance of the function from |x| decreases exponentially With s.

Obviously for x = 0 the difference is zero. Then we prove ||x| — x(2®(%,0, \[) —1)] <2s¢(% L) for

s’/ / f
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Two examples of the dlasso penalty
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FIGURE 3.3: Comparison of x? and |x| with limit behaviour of x (2®(x/s,0,1/v/2) — 1) for s = 0.01
and s = ﬁ over the small values for x.

all x # 0 and s > 0. To this end, we have

oLy g efo Ly [T L,
*(L0 ) =1 @(S,o,\/i)_/z e
t o
[ from ((JS(>1)]</s (@)T
=( 1£ )L -(5)%.
2(5) ' Vr

e_(g)z, one can prove that ®¢(£,0

i i —Ppc(x o L 1
Using the equation g(t) = ®°(%,0, \/§> f
[Chang et al., 2011]. Then,

1 1 1 _(g)z.

L@
NCIESTE: REUNTEY

Referring to [Abramowitz and Stegun, 2012], a tighter bound is given by

(2 < e

IR

1 1
' 73) > VRTHEP
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Using the inequalities above we get,

X 1 X 1
X 1
—(%)?
x e
VEE 4t
2s _(1)2 1
= ——@ S >
VI 14
X 1 2s
= $(%,0,—2)
STV g 148
2s x\2 x 1
< e (5 =25p(=,0, —).
< o= 93,0, )

Following a similar approach for x < 0 leads to the same result. Consequently,

X 1 X 1 S
x| —x(2®(=,0,—=) —1)| <2¢(-,0, —=) —————
ol =200 7)1 <200 5 e
X 1
< 2s¢(—,0,—).
<259(5,0,5)

The final equation tends to zero as s — 0 at an exponential speed.

3.5 Regularized regression based on dlasso

Let X = (x1,%2,x3,...,%) be a known design matrix where x;,i = 1,2,...,r are independent column
vectors of length T and the corresponding ratio #/T can be much greater than 1. We assume linearity
for the link function y = Xp + e where p = (B1,B2, ..., Br) are regression coefficients and e = {¢;,i =
1,2,...,T} iLd N (0, (72) are independent fixed-level noise. Then ML estimation of the parameters is

equivalent to minimizing 1 (y — XB)/(y — XB) with respect to .

As discussed in Chapter §1, given T < r, a standard approach to cope with high dimensionality is by
imposing a penalty term on the likelihood that results in a constrained minimization problem %(y -
XB)' (y — XB) + AY[_; |Bi| where A is the tuning parameter and controls the amount of sparsity in the

solutions. Replacing the absolute value function with dlasso leads to
Q(BS) = =5 (y — XB)'(y — XB) + A— Zr)ﬁ /ﬁi/s e dt, s>0,A>0
y — A9 - - - = 1 7 7 = Y.
202 V=T o

Without loss of generality we assume that ¢ = 1 in the entire chapter. Rewriting this equation using
(3.5) leads to

N —

I ~ s (oo Ly 1) s
065 = 50~ X8/ Xp) A L2080 ) 1) 520120 o)

)
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Consequently, the problem reduces to minimizing (3.6) with respect to f. Without loss of generality we
define A* = 2A and remove the multiplier from the first equation in the RHS of (3.6). Then,

14 . 1
L(,B) = (y - X:B)/(y - X‘B) + A* Z ABi <2<D(‘Blr0r ) - 1) s> 0/ A* > 0. (3-7>
=1 S V2
We should stress that the dlasso penalty together with the tuning parameter A can be seen as a function

of two tuning parameters,

B, 1 )
P(A,s) = AB(29(=,0,—=) —1
(1,5) = 2p(20(£,0,2)
where there is some redundancy between those two tuning parameters, i.e.

{P(/\,s)—>0 it A—0
P(A,s) =0 if s— oo

We should notice that fixing A and sliding s — oo compared to fixing s and sliding A — 0 has different
effect on the shape of the final function, so that for the first case s — oo would flatten the curvature
of the function at zero whereas A — 0 flatten the gradient of the function, given s is close enough to
zero. In this chapter we do not follow this idea and assume that s is a fixed quantity that controls the

sharpness of the penalty function at zero.

It should be noticed that (3.6) is differentiable with respect to B. In particular, the first derivative is,

oL B 1 B 1 B
—=-X(y—X —|—/\*(I 20(=,0,—) -1 +2{ ,O,] =,
5= X xp e (oeeCo T -1 w2leo )
where {([)(E,O,\%)] is a diagonal matrix consists of derivatives. Given X is normalized so that
rXr

X'X/T = Lxy,

aL ., ' Boly_ b
@* Xy—FT‘B-f—/\ <21r><rq>(slol\/§) 1+2[¢(s’0’

S -

1.5

which exists for any .

For an illustrative example, take the linear function y = xfB and assume that x = 1 as well as the

following constrained minimization problem,

1
/0/7
V2

» ™

L(ﬁ)—(y—ﬁ)Z—i—/\*/&(Zd)( )—1), s>0,A* >0.

Finding the derivative with respect to f results in

1

d
’Olﬂ)) 7(y*18) =0,

1516 = (20(

® ™
© ™

1 p
0,75 = 142590
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for which there is no close form solution. Thus, we numerically find the root of this equation for different
values of s and show the corresponding effect on the estimation. Results for s € {0.01,0.5,1,20}, RS
(=1.5,1.5) and A* = 1 are shown in Figure (3.4). As it is evident from this plot, (a), (c) and (d) show

similar regularization to lasso, ridge and non-penalized linear regression respectively.

3.6 Theoretical properties of dlasso estimator

In this section we concentrate on the theoretical properties of the penalized likelihood under the dlasso
penalty. For this purpose, we show that the estimators asymptotically reach the similar bias to lasso,
given s — 0. To this end we follow a similar approach to [Knight and Fu, 2000] also introduced in Section

§1.3.1 and define a loss function so that it reaches the minimum at the estimators, ﬁ

Theorem 3.1 (Similarity to lasso). For any u € R", A* > 0 and s > 0 define,

k(u,s) = L(p +u) — L(B),

where L(B) is the penalized (log)likelihood in equation (3.7). Then,

r
lin&k(u,s) =u'X'Xu—2u'N (O,UZ(X’X)> +A" Y <|ui|1(‘8i =0) + u;sign (B; + ui)),
S—> i—1

where N denotes a normally distributed random variable.

Proof. Recall from equation (3.7)

L(B) = (y — XB) (y — XB) +A*Z,Bl<2d> 510}) 1> s>0,A">0.

i=1

Then,

lim k(1) = Um L(B +u) — im L(f)

ﬁl+u
= (e — Xu) (e — Xu) —ee—l—hr% {2/\ Z,Bl /ﬁ, B

NG
,
* 5i+ui 1 )}
+ A u; | 2 ,0,—) —1
Y20 )
=u'X'Xu —2u'N (0, UZ(X’X))

o oy o2 1))

=u'X'Xu —2u'N (0, (72(X’X))

. ui<2®(?,0,k) —1) Bi=0

=u'X'Xu —2u'N (0, UZ(X’X))
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FIGURE 3.4: The estimation of B in linear function y = xp for x = 1 results from imposing

/\*IB(ZQD(%O, %) — 1) constrain on the minimization problem ming(y — B)? under different values of s
as well as fixed A* = 1. The gray solid line shows the y = B line and dotted vertical lines show :I:)‘T*.
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and

k(u) = u'X'Xu — 2u'N (0, az(X’X)> + A i <|ul~|1([3i = 0) + u;sign (B; + ul-)>.

i=1

Proof is completed. O

Theorem (3.1) shows that the limit distribution of estimator under the dlasso penalty is similar to lasso,
provided s is close enough to zero. That is, the penalization is capable of producing sparse estimations.
This theorem guarantees that the estimations are similar to lasso (provided s is close enough to zero)
but does not provide any optimal value for s to ensure this convergence. Then, in the next theorem we
show that the minimum speed of s that guarantees the convergence of estimations to lasso is T—(1/2+e)

for any € > 0.

Theorem 3.2 (Optimal speed of s for reproducing lasso). Let B be a sparse set of coefficients, u € R,
T =s/(TV?€) = 0, € > 0, Ak f — Ao > 0, maxj<j<, %, < o0 and X'X/T 5 £ where X is
non-singular. Then, (a) VT (Br — B) LN arg miny, k(1) where,

k(u) = —2u'N(0,0”Z) + u'Su + Ao Zr:{”i sign (Bi)1(Bi # 0) + [ui|1(Bi = 0)},
i=1

(b) this configuration guarantees obtaining the sparse estimation of the parameters.

Proof. We define,

Then

2

LIRY; u / v — 1
kT(u):(e—XT)(e—Xﬁ)—ee—i-Z/\TZﬁi/& e

ik (e )

ﬁﬁr%

r

T*}OO/ / 2 . *
2% 'Y — 20/ N(0,025) + lim 27 /
- 2N, + lim 205 T

1
N
LI 7P .B+% 1
+ lim A% d <2q> —,0,— —1>
T—00 T;ﬁ (— \/Q)

= u'Su — 2u'N(0,0%%) + 21, Zﬁl

e*tzdt

Bi i
+ Ao Zul( lim 24( ST,o,l)—1>
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= u'Su — 2u'N(0,0%%)

-

7) ].) ,3,650
Lo b)-1)) pies:

,Bi""ﬁ
S
where S, and S¢ are sets of zero and non-zero coeflicients respectively. This completes the first part of

Ao Zz m+1 Ui <2<D(

+ lim
T—0

ﬁfr ’

24, Y, </3, Mo (— )—i—ui(ZCD(

S

the theorem. For the second part of theorem, we follow a similar approach to Section §1.3.3 and assume

that m — first coefficients are non-zero whereas the rest r — m coeflicients are zero and define the following

N- u
N = You=|
N, )
where 211, Lo, X1 = X, are m x m, (r —m) x (r —m) and (r — m) x m block matrices corresponding to

non-zero and zero coefficients. Further, 17 and Ny are vectors of the length m corresponded to non-zero

splits,

Y11 X2
Xo1 oo

coeflicients, respectively. Finding the derivative of kr(u) with respect to u leads to

9 . 3, Pio Ly
5k = = (u Tu —2u'N+ 2, Z/sl \f PdtAe 2 <2q> ﬁ) 1>>
= 2u'L. — 2N(0,0°%%)
5 Ao X mit ui<2<1>(f, %) 1) B €S,
+ — L
ou TUT 2

it—7=
200 Ty Bigze (T 4 Ao T 1u1(2<1>(ﬁ i 0, 5) = 1) B €SS

Using the assumption that s — 0 at the speed faster than V/T, the above equation results in a sparse

estimation of the parameter because,

ik(u) = 2u'S. — 2N(0,0%%)
ou
a /\ Z:l m+1 <2q><\/5>/0/ \/*) 1) ﬁ c So
i u " M *(ﬁﬂr i )? m ﬁi‘*’% 1 c
e Xt Bis e T A A L wi 20(—1,0, 5) — 1) BESS

S

Ao Z;:erl ‘ui| ﬁ =0
=2u'Y — 2N(0,0°%) + 35 Ao Litiui p>0,

and

/\o . )LO
uiZn - Nl + 7 s1gn (,Blsm) =0, Mllzlz — Nz + 71 =0,

that is similar to Theorem (1.1) (See further [Knight and Fu, 2000, Eq. 9 and 10]). Then solving the

equations with respect to uq results in,

Ao _ Ao . Ao
_?1 < Zlelll(Nl Y SIg (,Blm)) -N; < 71/
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where 1 is a vector of 1’s.

Proof is completed. O

For the special case of 81 = B2 = ... = B, = 0 the final inequality results in 7%1 <N, < %1 that is

non-zero probability at 0 for zero coefficients.

In the proof of Theorem (3.2), we assumed that stvV/T — 0. This gives a way for determining the
optimal value of s to get similar results to lasso. In other words, if one chooses any s less than 1/v/T
then Theorem (3.2) guarantees the similarity of results to the lasso in terms of the distribution of the

estimations, provided that there are enough observations.

On the other hand, in the following corollary we discuss the asymptotic property of penalized likelihood
under a vector of precisions s* so that sl*\/T — q; € [0,00),1' =1,2,...,r. This case can be considered

as an adaptive form of penalization.

Corollary 3.1 (Arbitrary value for s). Under similar conditions to Theorem (3.2) but given a vector of

precisions st ; = S?/\/T —4g;>0,i=1,2,...,r, and,

and up represents near-zero estimations, then, minimizing (3.7) results in less sparse estimation of the

parameters than lasso.

Proof. Similar to Theorem (3.2) we define kr(u) = L(B+ u/+/T) — L(B). Then,

£y Ui itk 1
i=1 JT
ﬁi*%

T

ﬁ

r i 1
=u'Su —2u'N(0,0°%) + 245 Y B; / VT Py
i=1

. Pit s 1
+A’;Zl<2q>(s*,o,)—1)
= VT % 2
(P
r ” El
:u’Zu—Zu’N(O,O’ZZ)+2AOZ,Bi S T

i=1 \?T\/E
’ Btk 1

A0 Y (2c1>(ﬁ,0, 7) _ 1)
i=1 = 2
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Ao Yl piq t (2@( Oﬁ)—l) B=0

Ao Y uj B>0"
Ao Lty — U p<0

= u'Su —2u/N(0,0°%) +

Then, u} = <A2° sign (B) + Nl)Zl_ll and

/ a uy, 1
M1212 - N2 = /\oaiuzl/lz CD(ST,O,E) —05].
1

In addition,

o , ( ul 1 ) < ul 1 ) u’z ul) 1
—up( P(—=,0,—=) - 05| = | ®(—=,0, 0.5 —=,0,—=),
auz 2 (S;k \/i) (S;k \/E) S;k (SI* \/E)
where the first term in the RHS is always bounded to (—0.5,0.5). Then,

! 1 Ao
”2 (ﬂo )< 3,

|M Z]z—NQ —
1 ;k \/’

that again can produce sparse estimations.

Proof is completed. O

3.7 Computational complexity

The only challenging term in the proposed penalty is the error function, erf ( fox —# dt, as there is
no closed form for it. Then, alternative techniques such as Taylor approxunatlon provide high precision

approximation of this function. For instance, two examples are

— * —uz
erf (x) = [ e *du
0

3.8
]Z(:)] 2]+1 (3.8)

2 . .
2xe™ ¥ & 27 x2%

NG ];31-3-5---(2]'“)'

Or — (3.9)

For small |x|, series in (3.8) is slightly faster than series (3.9) because there is no need to compute
an exponential. However, series (3.9) is preferable to (3.8) for moderate |x| because it involves no
cancellation. For large |x|, neither series are satisfactory and in this case it is preferable to use the

asymptotic expansion for complementary error function erf®(x) =1 — erf (x),

erf “(x)

)2 o
xfz i (2x) 7%, (3.10)

Beside these complicated algorithms, based on Taylor approximations, there are fast algorithms that ap-

proximate the error function with quite high precision, see for example [Vazquez Leal et al., 2012], [Olver
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et al., 2010}, [Chevillard and Revol, 2008] [Cody, 1969], [Press, 1992], [Lee, 1992], [Cody, 1990], [Borjes-

son et al., 1979] for a range of fast methods. To increase the speed of the algorithm, we focus on fast

algorithms such as,

39x 111 35

erf (x) =~ tanh (Z\/E -5 arctan()),

X
111/
that provides reliable results. For fast and reliable results a combination of methods in equation (3.8),
(3.9), (3.10) and fast methods can provide fast and precise enough results. In this chapter we propose

the following approximation for standard normal distribution that is fast enough for our purpose,

1 . TIX .
(x) :(1.9\/%(5111(10) +s1n(x)) +-5> I(|x|<1513859) F

-1.78 X
(1 —e + ex+10> I(x>1513859)+

—1.78|x| _ |x| I
e o[ 10 ) ! (x<~1.513859)/

where @ denotes the cumulative Gaussian density. The maximum absolute error of this function is 10~%

that is suitable in many cases, including ours.
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FIGURE 3.5: Visual illustration of the true value of ®(x) (dashed line) versus the proposed approxima-
tion (dotted line) for a range of values for x in (—3.5,3.5) interval.
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3.8 Algorithm

In this section we propose an algorithm for dlasso. To this end, we follow the literature in [Fan and Li,

2001] and define the iterative algorithm as,
-1
gk = (X’X+2(ﬁ<k1>,A*,s)) X'y, k=1,2,... (3.11)

where B() is an initial estimation for the parameters and (%=1, A*,s) is defined by,

(k=1) (k=1) (k=1)
Bi 1 B B 1 ) (k-1) .
,0,—) — 1422 ! ,0,—) | /B: ,di=1,...,r].
0 ) — 75))/8
In what follows we show the derivations of the equation (3.11) from the Taylor expansion of the penalized
likelihood in (3.7).

(g1, 1*,s) = A*Diag [(2@(

Recalling the log-likelihood from (3.7),
T

V2

i=1

(yi — xiB)* + A* tﬁj (2@(/?,0,1) 1). (3.12)
=1

Let /3(0) be an initial estimation of the parameters. Since the function is differentiable in any point, the

first order Taylor approximation of the penalty function around /3(0) is given by,

Boly 1 ag®oaP” o 1y
ﬁ(Z(I)(S,O,ﬁ) 1)~ pe(=—,0, 2) 1)+
B0) 1. 20 p0) 1 20
(2‘1>(S ,O,fﬁ) T+ =—¢(~ ,ﬁ>(ﬁ B).

We should recognize that this approximation is always possible since the dlasso is differentiable in any
value of B.
Given B ~ B it leads to,

Blo, Ly 1)~ 00 o Ly
BRO(5,0,75) = 1) ~ BU@E(5-,0, —5) ~ 1)+
© (0) (0) )
(o0 1y e BB o Yoo
Substituting (3.13) in (3.12) results in
T r ’B(O) 1
- x; + O Pl 0 1
i;(y, xip)% + A ]; [ﬁj (20( fs ,0,\/2> 1)+
Bl 260 g0 2
R AL
j

that minimizing with respect to p leads to the iterative function in (3.11).
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3.9 DModel selection using generalized information criteria

In this section we derive the Generalized Information Criteria (GIC) in [Konishi and Kitagawa, 1996] for

dlasso by,

Boly 1)
GICs(A) = —2logLik +2¢tr [x (X’X + /\diag(aﬁzﬁ (29(7,0, \ﬁ) - 1)) X’}, (3.14)

where loglik denotes the non-penalized likelihood evaluated at dlasso estimations. We should recognize
that the differentiability of the penalty term is a necessary condition for deriving GIC as pointed out in
[Konishi and Kitagawa, 1996, Section 3.3].

In what follows we show the derivation of GIC in (3.14) from the penalized likelihood in (3.6)

QUB,S) = 503y — XBY (y = XP) + AB'sign ,(B),

where signy(B) = ZCID(E ,0, f> — 1. Without loss of generality we assume that 0> = 1. The first two

derivatives of the penalized likelihood with respect to the parameters are given by,

(X, y,B,As) = aablogLﬂ{ = —2X'(y — XB) +/\(s1gn (B) +ﬁo 51gns([3)>, (3.15)

9B
2
aaﬁt,b(X,y, B,As) =2X'"X+ Adiag(aalpﬁ’ signs(ﬁ)>, (3.16)

S 7 4 \/7
to [Konishi and Kitagawa, 1996], the general form of GIC is given by

where (o) is Hadamard product and 3%2251 sign(B;) = ;%(p(ﬁ] 0, -L)(s* - ﬁjz) forj=1,2,...,r. Referring
j

GICs(A) = —2logLik (B) + 2tr (leus,A)

with

1 & oy(Xi, i B A,8)
R,/\:—* -
ATTTLT o
T

5)\_ Zw Zlyl/ﬁ /\S) lOngk/
Tl 1 ﬁ

B

—_

R4

where X; denotes the ith vow of X fori=1,2,..., T, B is dlasso estimation of the parameters and ¥(.)

is given in (3.15). In particular, we show that for the dlasso case R, and U are given by,

. R,

Ror = (X i (8 s0n.)) ).
1

Uy = fX’X.

In the first step we find Usy = 9(X;, v, B, A, )Y (Xi, vi, B,0,s) with i(.) is given in (3.15). Then,

o = X'ty =XB) A s (8) + o sien ) )| [ X'ty — xp)| /
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— X'(y - XB)(y — XB)'X — A ( sign (B) + o sign ) (ﬁ)) v-XpYX.  (317)

where the superscripts denotes the order of the derivatives. Let B, be the true (but unknown) parameter
and taking the expectation of (3.17) with respect to the true generating distribution of the data denoted
by ¢ leads to

Eg (X (v — XB)(y — XB)'X — A ( signy(B) + o sign(! (ﬁ)) v - Xﬁ)’X) -
X'Eg(e)X = sign, (Be) + B sian " (Bo) ) Egle) .

The first expectation on the right hand side of this equation is I since errors are assumed to be indepen-

dent, and the second term is zero. Then the equation reduces to, U, s = X'X.

For the second term, R; ,, we have
! . 82 /
Ry =X'X+ /\dlﬂg(aﬁzﬁ signs(ﬁ)).
Putting altogether, GICs(A) is given by

2 -1
GICs(A) = —2logLik + 2tr [X (X’X + Adiag(— ’signs(ﬁ))) X’} .

3.9.1 Tuning parameter

In this section we focus on selecting the optimum value for the tuning parameter A*. To this end, we
set an upper and lower bound for A* denoted by Aj,, and A} . respectively and make a grid of values.
Then a value of A* that minimizes GIC, AIC, BIC, GCV, MSPE etc. in the grid is the choice for A;‘pt.

As it is pointed out, choosing a proper value for the tuning parameter requires an upper bound for A*

that is by itself a challenging question. Obviously choosing a value less than A}, result in losing a set

*
max

time and cost. Referring to [Friedman et al., 2010, Donoho and Johnstone, 1994, Friedman, 2012] in

of estimations. In contrast, choosing a value greater than A results in an increase in computational

elastic-net with standardized variables we have

TaApax = max [{xp,y)|, for fixed &, (3.18)

p=1,..r

where <xp,y> denotes the inner product of two variables, <xj,y> = ZiT:1 xijy; and o is the proportion of I

norm in the elastic-net penalty, Y;(«|B;| + (1 — a)B?). Setting & = 1 in (3.18) results in A%, that is
the quantity of interest. On the other hand A} . can be chosen arbitrary close to zero A, = €Aj,, for

small €. Then, constructing a sequence of k values decreasing from Ay, to A7 . on the log scale provides

the requirements for model selection criteria. Following [Friedman et al., 2010] we choose € = 0.001 and
k = 50 in real applications. Similarly, one can form a two dimensional grid for s and A* and choose the
value of s and A* that minimize GIC, AIC, BIC, GCV, MSPE etc. in the grid.
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3.10 R package

A complete implementation of dlasso using GIC, AIC, BIC and GCV for model selection is provided in
the R package DLASSO that accompanies this chapter. The main function dlasso allows different options
including setting the precision digits and performing a grid search over the value of s and/or A*. This
package encompasses two more functions to extract coefficients, coef, and providing visual illustration
of the outputs, plot. We refer to the manual https://cran.r-project.org/web/packages/DLASS0O/
DLASSO.pdf for more details and examples.

3.11 Simulation study

In this section, we design three scenarios similar to [Zou, 2006] where the tuning parameters are selected
by minimizing CV error. The purpose of the scenarios is to show that dlasso provides similar or better
results to lasso, ridge, elastic-net, SCAD and OLS in terms of prediction accuracy by gradually increasing
the level of complexity in the simulations. We estimate parameters using the msgps package in R for

lasso, ridge, elastic-net over a grid of 50 values for & and ncvreg package for SCAD.

In all scenarios, data are simulated from the linear model, y = XB + oe, e ~ N(0,1). In each simulation
we divide the data into training and test. Parameter estimation and tuning parameter selection are on
the basis of 10-fold cross validation over the training set. Then mean square prediction error (MSPE) is

computed over the test data. Here are the details for the three scenarios:

Scenario 1. We set B = (3,1.5,0,0,2,0,0,0) and generate 50 datasets containing 240 observations under the
pairwise correlation Cov(x;, xj) = 0577 and 02 = 3. 40 observations are assigned to the training

set and the rest of 200 are assigned to the test set.
Scenario 2. This is the same as the first scenario except that f; = 0.85,j =1,2,...,8.

Scenario 3. In this scenario we consider a group structured data generating procedure. The 15 coefficients are di-
vided into three groups, BV = ¢(1,2,3,4,5), B?) = ¢(0.5,0.5,0.5,0.5,0.5) and B®) = ¢(0,0,0,0,0).
We consider a high correlation of 0.9 amongst the first five covariates corresponding to ﬁ(l). Fur-

ther, we assume 0.5 correlation in the second group and generate the covariates in the third group


https://cran.r-project.org/web/packages/DLASSO/DLASSO.pdf
https://cran.r-project.org/web/packages/DLASSO/DLASSO.pdf
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independently. Then, the final correlation matrix is

1.0
109
0.9
0.9
0.9

0.9
1.0
0.9
0.9
0.9

0.9
0.9
1.0
0.9
0.9

0.9
0.9
0.9
1.0
0.9

09|
09|
09|
09|
1.0]

o O O O

1.0
0.5
0.5
0.5
0.5

0 0 000 O
0 0 000 O
0 0 000 O
0 0 000 O
0 0 000 O

05/ 0 0 0 0 0

05/ 0 0 0 0 0

05/ 0 0 0 0 0

05/ 0 0 0 0 0

100 0 0 0 0 O

1 0 0 0 0
0 1 0 0 0
00 1 0 0
0 0o 0 1 0
0 00 0 1

To make the situation more complex, we set 0> = 15. Similar to Scenario 1 and 2, 240 observations

are generated and divided into 40 and 200 for training and test respectively.

From Table (3.1) and Figure (3.6), dlasso shows slightly better or similar results to lasso and elastic-net

in the second and third scenarios where the coefficients are small and there is grouped structure in data.

Lasso shows the best result in Scenario 1. From this table, ridge and OLS show the worse results in all

scenarios. Dlasso shows significantly better results compared to ridge, the only differentiable penalty,

and SCAD, which is the only non-convex opponent.

Method

MSPE

Scenario 1

Scenario 2

Scenario 3

dlasso

lasso

elastic-net

ridge

SCAD

OLS

3.63

3.23(0.046)
3.21%(0.043%)

3.24(0.048)
0.057
3.29(0.053
3.31(0.056

3.55

3.49%(0.11%)
3.71(0.11%)
3.51(0.11%)
4.50(0.20)
0.15)
3.56(0.12)

18.71%(0.39)
18.80(0.39)
18.85(0.35%)
26.30(0.94)
23.58(1.48)
22.69(0.51)

TABLE 3.1: Comparing dlasso, lasso, ridge, elastic-net, SCAD and OLS from three scenarios on the
basis of median of MSPE over the test set. The values in parentheses are the corresponding standard
errors of the medians result from bootstrap with 5000 iterations. The asterisk denotes the minimum
value.

3.12 Real data illustration

For the first real data demonstration we use the Diabetes dataset that is previously studied in [Efron

et al., 2004]. This dataset contains 442 measurements on 10 variables, namely age, sex, body mass index,

average blood pressure and six blood serum measurements as well as a quantitative measure of disease

progression, which is the response. We normalize all the covariates to have zero mean and unit variance

and the response to have zero mean.
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FIGURE 3.6: Comparing dlasso, lasso, elastic-net, ridge, SCAD and OLS estimations with respect to
means square prediction error over the test set in the three scenarios.

We compare dlasso to lasso, SCAD, OLS and elastic-net on the basis of AIC, BIC and the number of
non-zero estimations. We should stress that GIC is not defined for lasso, elastic-net and SCAD. Then
we compare the results on the basis of AIC and BIC. For dlasso and elastic-net we consider a sequence
of 50 values for s, & in (0.001,1) interval. The tuning parameter in all models is selected by minimizing
BIC. The results are shown in Table (3.2).

Comparing BIC and AIC and the number of non-zero coeflicients presented in Table (3.2) shows that
dlasso for s = 0.001, lasso and elastic-net for selected & = 0.001 perform similarly and better than SCAD.
Further dlasso, lasso and elastic-net select sex, bmi, map, tc, hdl, 1tg and glu whereas SCAD does not
select the last one, glu. We should stress that the selection of the tuning parameter in dlasso is on the
basis of a sequence of discrete values for A*, precisely 100 values, that results in slightly different results
to lasso. We should stress that the solution path for lasso and dlasso are highly similar (except tch)
regardless of the tuning parameter selection criteria as it is shown in Figure (3.7). Then the different

estimations from both methods differ mainly based on the selection of tuning parameter.

For the second application, we apply the new penalty to the prostate data previously studied in the
original paper of elastic-net [Zou and Hastie, 2005]. Prostate data is first introduced by [Stamey et al.,
1989] to examine the correlation between the level of prostate specific antigen and a number of clinical
measurements in 97 men who were about to receive a radical prostatectomy and includes eight covari-
ates: log cancer volume (lcanvol), log prostate weight (lweight), log benign prostatic hyperplasia amount
(Ibph), log capsular penetration (Icp), age, Gleason score (gleason), percentage Gleason scores 4 or 5

(pggdb), seminal vesicle invasion (svi) as well as prostate specific antigen (Ipsa) for the response.

Lasso, ridge, SCAD, OLS, elastic-net for a range of « in (0.001,1) interval as well as dlasso for s €
(0.001,1.5), s = 1 and s = 100 are applied to the data. Covariates are normalized to have zero mean and

unit variance and the response to have zero mean. BIC is used to select the tuning parameters. Results
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F1cURE 3.7: Comparison of lasso and dlasso in term of solution path for Diabetes dataset. The right
plot is drawn by DLASSO package whereas the left one is drawn by MSGPS package in R

Model Comparison

Method  Final precision AIC BIC df

dlasso s=10"7° 4786.4 4808.2 7

lasso - 4784.7 4806.4 7
elastic-net x=10"3 4784.9 4806.5 7

SCAD - 4792.2 4825.5 6

OLS - 4794.0 4839.0 10

Parameter Estimation

Method age sex bmi map tc 1dl hdl tch 1ltg glu
dlasso 0 -6.9 24.6 12.8 -1.9 0 -9.9 0 22.7 1.3
lasso 0 -7.3 24.6 13.0 -2.2 0 -9.8 0 23.0 1.5
elastic-net 0 -7.2 24.5 13.0 -2.1 0 -10.0 0 22.7 1.6
SCAD 0 -10.9 25.3 15.6  -4.0 0 -12.3 0 25.0 0
OLS -0.47 -11.4 24.8 15.5 -37.7 22.7 4.8 8.3 358 3.2

TABLE 3.2: Comparing dlasso, lasso, OLS, elastic-net and SCAD on the basis of BIC and AIC and the
number of non-zero estimations for the diabetes dataset.

are provided in Table (3.3).

Dlasso for s = 0.001 shows the best result amongst the rest of the values for s and it is the same as
both lasso and optimal elastic-net (« = 0.001) with respect to AIC, BIC and df, and all three models are
better than SCAD. Dlasso for s = 1 performs similar to ridge as it is shown in the middle of the table
and predicted in theory. It shows better BIC compared to OLS that can be due to existence of (small)

regularization in dlasso. In terms of the number of non-zero estimations, dlasso, lasso and elastic-net

select the same number of covariates whereas SCAD selects 4 variables. Similar to previous example,

Figure (3.8) show the similarity in solution path of dlasso and lasso.
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Lasso
Method Precision AIC BIC df Non-zero variables
dlasso s=0.001 207.6 216.1 5 lcavol, ibph, lweight, pggd5,svi
lasso - 206.7 2153 5 lcavol, ibph, lweight, pgg45,svi
elastic-net ~ a=0.001 206.8 215.3 5 lcavol, ibph, lweight, pggd5,svi
SCAD - 214.6 231.0 4 Icavol, ibph, Iweight, svi
Ridge
dlasso 1 207.4 227 8 all variables
ridge - 207.1 226 8 all variables
OLS
dlasso 100 204 228 8 all variables
OLS - 202 233 8 all variables

TABLE 3.3: Comparison of lasso, ridge, SCAD, OLS, elastic-net and new penalty for s = 0.001, 1,100
and the result from a grid search over s,A* € (1073,1) for Prostate dataset. Methods are compared
based on AIC, BIC and sparsity.

Lasso
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F1cURrE 3.8: Comparison of lasso and dlasso in term of solution path for Prostate dataset.
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In this chapter we have proposed a novel differentiable penalty term that is capable of producing similar

results to lasso, ridge and to some extent elastic-net. That is, this new penalty can be used in smooth

situations to select more variables than lasso. We discussed this new penalty from a theoretical point

of view, computational complexity and practical perspective by proposing an efficient algorithm and

providing an R package. We have shown the applicability of this new penalty by means of simulations
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and real applications in Diabetics and Prostate datasets, and compared the results to well-known models

such as lasso, ridge, elastic-net and SCAD.

3.13.1 Future study

In Section § 3.4 we focused on a special case of the following function,

()"
f(x,s,a,7) =x 2 /etzdtv x X f (x)"‘ ! {7,a} € R,s >0,x>0
797Xy = = = er - 7 7 7 7 - Y
Y NG J S Y
for « = ¢ = 1. We suggest setting ¥ = 1 and an odd value for a to preserve symmetry of the entire
function over the vertical axis. Then, studying this function in the context of penalized likelihood can

be an interesting subject for future research.



Chapter 4

A Bayesian approach to discrete

Weibull regression for counts

4.1 Introduction

Data in the form of counts appear in many application areas, from medicine, social and natural sciences
to econometrics, finance and industry [Cameron and Trivedi, 2013]. In medicine, two examples of this
are the number of days that patients stay in hospital, commonly used as an indicator of the quality
of care and planning capacity within a hospital [Atienza et al., 2008, Carter and Potts, 2014], and the
number of visits to a specialist [Machado and Santos Silva, 2005], often taken as a measure of demand in
healthcare. Other examples are high-throughput genomic data generated by next generation sequencing
experiments [Ozsolak and Milos, 2011, Bao et al., 2014, Robinson and Smyth, 2008] or lifetime data, such

as the number of cycles before a machine breaks down [Nagakawa and Osaki, 1975].

Similar to Weibull regression, which is widely used in lifetime data analysis and survival analysis for
continuous response variables, [Kalktawi et al., 2016] have recently proposed a regression model for a
discrete response based on the discrete Weibull distribution. A number of studies have found a good
fit of this distribution in comparison to other distributions for count data [Bracquemond and Gaudoin,
2003, Englehardt and Li, 2011, Lai, 2013]. In the context of regression, [Kalktawi et al., 2016] show two
important features of a discrete Weibull (DW) distribution that make this a valuable alternative to the
more traditional Poisson and Negative Binomial distributions and their extensions such as Poisson mix-
tures [Hougaard et al., 1997], Poisson-Tweedie [Mikel Esnaola et al., 2013], zero-inflated regression[Lam
et al., 2006] and COMPoisson [Sellers and Shmueli, 2010]: the ability to capture over or under-dispersion

and a closed-form analytical expression of the quantiles of the conditional distribution.

In [Kalktawi et al., 2016], maximum likelihood is used for the estimation of the parameters. This is in
general the most common approach for parameter estimation in regression analysis of counts. Among
the contributions to Bayesian estimation of discrete regression models, [El Sayyad, 1973] consider the
case of Poisson regression, [Zhou et al., 2012] provide an efficient Bayesian implementation of negative
Binomial regression, [Mohebbi et al., 2014] develop Bayesian estimation for a Poisson and negative

Binomial regression with a conditional autoregressive correlation structure whereas [Angers and Biswas,

69
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2003, Ghosh et al., 2006, Neelon et al., 2010, Liu and Powers, 2012] study zero-inflated Poisson regression.
In this chapter, we contribute to this literature, by providing the first Bayesian approach for parameter
estimation in discrete Weibull regression. For the choice of prior distributions, we consider both the case
of non-informative priors and the case of Laplace priors with a hyper penalty parameter. The choice of
Laplace priors induces parameter shrinkage [Park and Casella, 2008, Kyung et al., 2010b], and, with the
use of Bayesian credible intervals, leads to variable selection, similar to alternative approaches such as

reversible jumps Markov chain Monte Carlo [Green, 1995] and spike and slab [Ishwaran and Rao, 2005].

The aim of this chapter is two-fold. Firstly, we highlight the role that the discrete Weibull distribution
has in modelling count data from a variety of applications, beyond its current limited use to lifetime
data. We particularly emphasize applications in the medical domain, using several datasets of medical
records. Secondly, we present a novel Bayesian regression model for counts based on the assumption
of a discrete Weibull conditional distribution. The remainder of this chapter is organized as follows.
Section §4.2 describes the discrete Weibull regression model, with a more general parametrization than
that presented in the literature. Section §4.3 describes Bayesian parameter estimation for a discrete
Weibull regression model. Theoretical properties of the posterior under non-informative uniform priors
is discussed in Section §4.4. Section §4.6 presents an extensive simulation study, whereas Section §4.7
shows the analysis of real data via Bayesian discrete regression model and a comparison with existing

approaches. Finally, we draw some conclusions in Section §4.8.

4.2 Discrete Weibull regression

4.2.1 Discrete Weibull distribution

The discrete Weibull distribution was introduced by [Nagakawa and Osaki, 1975], as a discretized form of
a continuous Weibull distribution, similarly to the geometric distribution, which is the discretized form
of the exponential distribution, and the negative Binomial, which is the discrete alternative of a Gamma
distribution. In some papers, this is referred to as a type I discrete Weibull, as two other distributions

were subsequently defined,

Typel :F(y;q,B) =1— gD’ g€ (0,1),>0,y=0,1,2,...

Type Il : F(y;c,B) = L1 ckP~! [T (1 =P ) ce(0,1),B>0y=1,2,...,m
1.

Type II : F(y;c, ) =1—e T c>08>-1,y=012,....

[Bracquemond and Gaudoin, 2003] review the three different distributions and point out the advantages
of using the type I distribution: It has an unbounded support, differently than the type II distribution,
and it has a more straightforward interpretation, differently than the type III distribution.

Throughout this chapter, we will refer to the Type I discrete Weibull distribution as DW(g, ). A similar
definition can be given on the support 1,2,.... In this case, F(y;4,) = 1 — qyﬁ, for y = 1,2,....

Comparing this cdf with that of a continuous Weibull distribution with parameters a and <,

1—e " ify>0

F X, = ’
o) {O ify<0
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one can see that there is a direct correspondence between B and <y, whereas g in the discrete case

corresponds to exp(—a) in the continuous case [Khan et al., 1989].

Given the form of the cumulative distribution function, the DW distribution has the following probability

mass function:

p(y;q,8) =g — g, y=0,1,2,..

with g and B denoting the shape parameters.

4.2.2 Inference for Discrete Weibull: Existing Approaches

[Khan et al., 1989] derive estimators of DW parameters g and f using the method of moments and a
new method which they call the method of proportions, and they find a good performance for the latter.
Let y1,...,yn be a random sample from a DW(q, ) distribution and denote z = } ' ; I(y; = 0) and
u=Yy",I(y; =1). Using the method of proportions, the following estimators of g and B are proposed:

i = 1--
B = ln{hl(l—%—%)/ln(l—f)}/ln()

These estimators use only the zeros and ones in the sample. [Aratjo Santos and Fraga Alves, 2013]
derive an improved estimator of B, by taking all observations into account. In particular, let d,, be the
maximum observed value of y and let k = d,, — 1. If d;, > 2, then the following improved estimator is

proposed:

B Ilci [ ( ﬁ(d))/ln(q)]/ln(d+1),

where F denotes the empirical cdf. When d,;, = 2, this estimator is equivalent to the one from [Khan
et al., 1989]. Note that in both cases, no estimates of B can be obtained when § = 1, i.e. there are no

zero counts in the observed data, or § = 0, i.e. all counts are zero.

[Kulasekera, 1994] considers maximum likelihood for the estimation of 4 and B. The likelihood function
for a discrete Weibull sample is given by:
n
La.p) =] (¢ —q%"),
i=1

the maximum of which can be found numerically.

There is no explicit work in the literature for building confidence intervals for discrete Weibull parameters,
although standard asymptotic likelihood and bootstrap approaches can be used. The Bayesian approach

that we devise in this chapter will lead naturally to credible intervals for the parameters.

4.2.3 Regression via a discrete Weibull distribution

Let y be the response with possible values 0,1,..., and let X = (x, ... ,xp) be a vector of p covariates.

We assume that the conditional distribution of y given X follows a DW distribution with parameters



Chapter 4. Bayesian Discrete Weibull for counts 72

g and B. There are a number of possible choices to link the parameters g and B to the covariates. In

particular, we propose the following link functions:

1. g dependent on X via

log(—1log(q)) = X6 or
q
log (—— ) = X6,
g(l—q)

where 6 = (6p,...,0,)". Both transformations restrict the value of ¢ to lie in (0,1) interval. How-
ever, the log-log transformation is asymmetric while the logit is symmetric around g = 0.5. More-
over, log-log transformations contains two logarithm operators that leads to numerical instability
for g close to 0 and 1. The applicability of log-log transformation is motivated by continuous-time
models for the occurrence of events including continuous Weibull regression [Hosmer et al., 2011,
Cox, 1992, Gimenez et al., 1997] whereas the logit transformation is motivated by the applications
in bounded outcome scores and has proved to be rather effective for statistical inference, see e.g.
[Hosmer et al., 2011, Lesaffre et al., 2007].

2. We assume a logarithmic link for the second parameter B and the covariates, in order to capture

more complex dependencies. Thus, f dependent on X via

log(ﬁ) = X7,

where v = (Y0, Y1,---,7p)’ contains the same number of parameters as 6.

In general, there are no identifiability issues in the model, as the part of the likelihood from zero observa-
tions depends only on g. However, in our simulation and real data analyses, we found the logit function
to be only marginally superior to the log-log transformation, whereas the additional B parametrization

is often not selected due to over-parametrization.

4.3 Bayesian inference for discrete Weibull regression

In this section, we discuss Bayesian estimation of the regression parameters 6 = (90,...,9p)’ and
v = (70, ..,'yp)’ . The advantage of choosing Bayesian approaches over classical maximum likelihood
inference is two-fold. Firstly, the possibility of taking prior information into account, such as sparsity or

information from historical data and, secondly, the procedure returns credible intervals for all parameters.

Given n observations y; and (x;, .. .,xip), i=1,...,n, for the response and the covariates, respectively,
and letting x; be the row vector x; = (1,1, . ..,xip), the likelihood for the most general case under a

logit transformations is given by

n exiﬂ yvxi.’y exiﬂ (yv+])xlﬂ7
L(X,yl0,7) =TT(( P = ()Y ,

7 U1 exif 1+ exit

where we allow the same x; for both x; 60 and x; . Following the same procedure, one can form the

corresponding likelihood under the log-log transformation. We consider different prior distributions on
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0 and 7. Unfortunately, in the context of discrete Weibull regression, there are no conjugate priors.
However, we will show theoretically how a uniform non-informative prior leads to posterior distribution
which is proper with finite moments and, in simulation and real data study, we show how this prior
achieves an acceptable rate of mixing as well as comparable estimation to maximum likelihood. In
addition, we consider a prior on the regression coefficients that encourages sparsity. In particular, we

consider a Laplace prior for 6 and vy, of the form

peln) = S, Ao,
2 (4.1)
prlt) = 5™, T >0

For a given choice of A and T, maximising the posterior probability under these priors corresponds to

maximising the I; penalised log-likelihood
P P
log L(X,y10,7) — A }_ 10;1 =7 ) Imel,
j=1 k=1

as in the traditional lasso approach [Park and Casella, 2008, Tibshirani, 1996]. We further assume an

InverseGamma(a,b) hyper prior for both A and 7, leading to the posterior distribution

p(0, 7]y, X) e« L(y, X|6,7) x p(8]|A) x p(7|T) x p(A) x p(7).

Since conditional posterior of DW distribution given the parameters is not belonging to a class of known
distributions, Gibbs sampler is not applicable. Alternatively, we choose a Metropolis-Hastings (MH)
sampler [Hastings, 1970] to draw samples from the full conditional posterior. However, this does not lead
to exactly zero estimation of the parameters. But imposing Laplace priors shrink the marginal posterior

of the parameters and using HPD interval encourages the sparsity.

Reviewing the literature reveals that MCMC samplers have been used before in the continuous Weibull
regression context by [Newcombe et al., 2014], which utilizes a Reversible Jump MCMC, and [Soliman
et al., 2012] which uses a hybrid method consisting of Metropolis-Hastings and Gibbs sampler to esti-
mate parameters in a three parameters continuous Weibull distribution. Moreover, [Polpo et al., 2009]
make use of a Metropolis-Hasting sampler to make inference for a continuous two-parameters Weibull

distribution in a censoring framework.

We use MH algorithm in the following steps:

Step 1. Initializing the algorithm with MLE estimation of the parameters or random values within the

space of the parameters.

Step 2. Set a proposal distribution g(.) on the full set of parameters 7w = (6,). We choose a multivariate
normal proposal with covariance matrix set to the fisher information matrix of the likelihood, but

other choices are possible.

Step 3. Draw a random sample from the proposal distribution, e.g. 71; at iteration k.
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Step 4. Evaluate the acceptance probability

— min L(X, y|m)p () g (1| k)
“ (1’ L(Xf]/|7Tk1)P(7Tk1)8(7Tk|7Tk1)>’

where L(X, y|my) is the conditional DW likelihood given the proposal values and p(.) is the prior.
Step 5. Accept the proposal 71, with probability of «.

Step 6. Following the adaptive-MH in [Haario et al., 2001], we update the covariance of the proposal by

computing the sample covariance of the chain.
Step 7. Stop if the algorithm is met the maximum iterations.

Step 8. If required, adjust the initial scale of the proposal so that the acceptance rate lies in the recom-
mended (20,30)% interval [Bedard, 2008] for non-adaptive proposals.

Step 9. Remove w% of the estimation chain for burn-in, e.g. w = 10%,25%, . ..

To reduce the computational time of the algorithm, Step 6 can be performed regularly on specific itera-
tions, e.g., every 20, 50 iteration and so on. Further, the burn-in procedure in Step 9 removes the effect
of randomly chosen initial values. Adjusting the proposal scale in Step 8 guarantees that the chain is not

stationary in one state. Alternatively Step 3 can be written as,

(v min L(X, y|m) p (7t ) g (7r—q | 71 )
Tk _I< ’ (1’ L(X, y|mk—1)p(mtk—1)8 (k| tx—1) ) ) e

¢ - L(X, y|m) p(7i) g (7tie—1| 1)
! ( i (1' L(X,mnk_np(nk_l)g(nkm_l)))”k1

(4.2)

where u is a random sample from uniform distribution over (0,1) and I(.,.) is the indicator function,

1 b<a
I(a,b) = ,
0 ow.

and I° =1 — I is the complementary indicator function. [Hastings, 1970] shows that repeating Step 2 to
4 leads to an estimation for the posterior, provided the proposal is carefully configured in Step 5. We
should stress that for a symmetric distribution, P(a|b) = P(bla) in mean. As a result, normal proposals
can be cancelled in Step 3 that leads to an improvement in the algorithm speed. From the posterior
distribution, the mode of the marginal densities can be used as point estimate of the parameters, whereas
the whole distribution is used for building credible intervals. In the case of Laplace priors, the inclusion
or not of zero in the Highest Posterior Density (HPD) interval is used for variable selection. In terms of
computational complexity, DW and NB distributions have the same number of parameters, but there are
fewer operations involved in the evaluation of the DW distribution than in the NB distribution, leading

to an expected lower computational complexity for DW.

4.4 Some key theoretical results

Although a standard conjugate prior distribution is not available for the discrete Weibull regression

model, MCMC methods can be used to draw samples from the posterior distributions, as described in
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the previous section. This, in principal, allows us to use virtually any prior distribution. However, in the
case of non-informative priors, we should select only those that yield proper posteriors. In this section,
we show some key theoretical results on this. In particular, we prove that the choice of uniform non-
informative priors on the parameters, i.e. p(6) o<1 and p(7y) « 1, leads to a proper posterior distribution

with finite moments.

Thus, as a first result, we show that, under uniform non-informative priors, the posterior is proper, that

is
0<//L(x,y|9,’y)d'yd9<oo.
0Jy

For simplicity, we consider the case where there is no regression model on B, i.e. p(B) o<1 for > 0. In

addition, we consider the logit link for g, although the proof will cover also the log-log case.

Lemma 4.1. Let

a
1+a

7

F) =1— () — (=)

and assuming y > 0, > 0 and a > 0, then f(y) is an increasing function of y.

Proof. The derivative of f with respect to y is

dﬂ(yy) = P e log(e™) — By (7)Y log(17)
= pyP~1 (ae”yﬁ - (ﬁ)yﬁ IOg(l —T— a)>'

Since a > 0 and log(14;) < 0, the derivative is always positive.
O

Theorem 4.1 (Proper posterior). Let y = (y1...yn), X = (1x1...xp) and 6 = (6y...6,)" be re-

sponse, covariates and regression parameters, respectively. Under the DW regression model Y|x ~

DW( exG

T3 o0 [3) and choosing non-informative priors on 6 and B, the posterior distribution is proper,

i.e.

n o0 v pxif N\ WitD)P
//;/BH <1+exﬂ> _<1+exi9> 40 dp < co.

Proof. Let S = {i;y; # 0,y; # 1} be the set of indices for which the response y is different from zero
and one. Let m < n be the cardinality of S and assuming S # @. This excludes the case where the
data contain only zeros and ones, a special case that is normally modelled by a Bernoulli conditional

distribution.

Under this assumption, it follows that

B _ B .
ﬁ it Yi B it (yi+1)P - 1_[ eXif Yi B it (yi+1)P
i1 | \1+exf 1+ exif Ties | \1+ex? 1+ exif
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Choosing any k € S, such that min |xkj| #0,j=1,...,p, results in

exif yiﬁ o%if (yi+1)P e yf olxlo (ye+1)P
O (rfes) ~(fes) 1= (o) (o)
( elxl6 )yf(l ( oo )(yw+Uﬁ—yf)
1+ elxlf 1+ elxlo
REARNA
(7o)

Without loss of generality we assume p = 1 so, 8 = (6y,6;) and xx = (xxo, Xk1)- Then we consider the

IN

IN

cases where 6; > 0 or §; < 0 for j = 0,1. Then we consider the four cases where the fs are both positive,

negative or of different signs, respectively.

Assuming 9]- <0,j=0,1 we get,

B
[x|0 N\ Yk
¢ < (elkuG)yf
1+ e|xk‘9 -

where the integral over 8 and p is bounded (<

Similarly, for 8p < 0 and 61 > 0 we have,

B
|x, |0 Yy -B
e B
- < (ol*xol00\yy = |xx1 161
(1+eﬁ9> < (e5) (1+e

< S Togw) )

and

© oo 0 B -
/ / / (el¥rolfo )y <1 + efk1|91> d6yd6,dp =
0 01=0 Jp=—c0
1) o 1 —p
/ / il (1 + e—|xk191> dp de,
6:=0 ./ p=0 yf

=0 log <yk(1 + e|xk191))

The function log*l (yk(l + e~ Pialfn )) is continuous and bounded over the domain of 61, provided y; > 1.

Thus, the integral is bounded. A similar derivation would hold for the case 6y > 0, 67 < 0.

For the final case, 8 > 0,j = 0,1, we have

n 0\ WitDP 56 — 58 —(yk+1)P
< — Xk — — Xk
HKHW’) <1+e“’> }—<1+e ) (He )

< efe‘xk‘e(ykJ"l)'B — efe‘kaylli3
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. efg\xko\% (yk+1)ﬁe*€‘x’d‘9] (1) efe"‘kowl)yfefe‘xklwl yf

< o 1r0l0 (vt 1P o= lxia 0L (it )P _ o xioloy o Ixia lO1yf
where the last term is a direct result of Lemma (4.1) with a = e‘xkfw/,j =0,1. Thus,

o0 o0
/ / e 01%0 (y +1)P —el1lf1 (y+1)F _ —elolfoyf —elxialoryP dby d6,
6,=0 J6p=0

o o
< / / o0l (it 1)P p—[x1a 61 (yi+1)P _ €*|Xk0|90y£e*\xk1\91y£ 6, do,
61 bo

1 1
IRETEL ((yk +1)% 5)

k
and
— ( 1 _1>d,3_ 1 ( e+ oy >'ﬁ -
p=0 [xeoxia| \ (yi +1)% 2 [xkoxp | \ 2log(yx +1)  2log(yk) / |
1 log(*55)
2[xkox1| log(ye) log(yx +1) ~ 7
which completes the proof. Similar derivations can be carried out in the general case of p > 1. O

Having proved that the posterior is proper, in the following remark we show that the posterior moments

exist and are finite.

Remark 4.1. (Proper moments) Under the same conditions of Theorem (4.1), the posterior distribution

of (6, B) has finite (mg, my, ..., mp, mﬁ) moments, that is

e y? e*if (yi+1)? m My am
0
[T (o) (7)™ Yo s doap < o

Proof. This proof is similar to the proof of theorem (4.1). Without loss of generality, we consider p = 1.

Then, for example in the last case, assuming ¢; > 0,j = 0,1,

n o6 v pxif N\ Wit DP o
| I - — ——— 0,00, 18"k dOdB <
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In general, for p + 2 parameters (6o, ...,0p, B) and corresponding moments (1o, ...,my, mﬁ) we have,
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which completes the proof. O
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Theorem (4.1) and Remark (4.1) refer to the model with logit link on g and constant . In fact, the results
apply also to the case of log-log link, given Lemma (4.1). In the next sections, we consider empirical
results on simulated and real data using non-informative priors. Of course, any proper prior distribution
can also be used when prior information is available. In particular, in the next sections, we consider the

case of sparsity and variable selection. In this case, we use Laplace priors as defined in Equation 4.1.

4.5 R package

The R package that accompany this chapter provides Bayesian implementation of the discrete Weibull
(BDWreg) regression under both transformations, logit and log-log . Estimating the marginal densities
is fulfilled in the main function of the package, bdw. Several options including arbitrary penalizations via
different priors on parameters as well as different hyper priors are implemented in this package. In par-
ticular, this package contains the routines to run Reversible Jumps Metropolis Hastings (RJMH) [Green,
1995] for simultaneous model selection and parameter estimation. To take the benefit of multicore pro-
cessing, a multicore routine is implemented in this package. The aim is simultaneously generating several
Markov chains that lead to increasing precision of the final results. Two extra functions for producing
visual illustrations and summary help diagnostic checking and comparison among different models. This

package is publicly available in https://cran.r-project.org/web/packages/BDWreg/index.html.

4.6 Simulations study

In this section, we perform a simulation study where we show the effectiveness of the Bayesian estima-
tion procedure, both in the case of data drawn from a DW regression model and in the case of model
misspecification, where the generating model is that of Poisson or Negative Binomial (NB). Finally, we

test the use of Laplace priors in a variable selection scenario.

4.6.1 Simulation from a DW regression model

Table (4.1) shows six configurations of parameters used in the simulation, where we consider the two link
functions for g, and the link function for B described in Section §4.2, i.e. imposing a linear model on
logit (q) or log-log (¢), and on log(B). We choose the regression and distribution parameters in such a

way to obtain different shapes of the distribution. For Case 2 to 6, we generate 500 observations from

Case Model True Parameters
1 DW(q, B) g =41 =11
2 DW(qg, log : regB) g=.8 Y=1,11=-15,9,=5
3 DW (logit :regQ, B) bp=4,060=—-1,6=34 =7
4 DW(logit : regQ, log : regpB) 0p=4,00=—1,0,=34 y=.1,71=—-15,7=.5
5 DW (log-log : regQ, B) bh=4,0=-1,0b=34 =7
6 DW(log-log :regQ, log:regB) 6p=4,00=—-1,0,=34 yp=1,711=-15,7=.5

TABLE 4.1: The configuration of DW regression models used in the simulations.

uniform distribution U(—1.5,1.5) for each predictor. For the Bayesian estimation of the parameters,
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we use non-informative priors, p(x) o 1, and make use of a Metropolis-Hastings algorithm with an
independent Gaussian proposal to draw samples from the posterior. The scale of the proposal is adjusted
so that a recommended acceptance rate lies in the interval (22,25)% [Bedard, 2008]. We consider 25,000
iterations of the sampler that is far more than enough for some cases, e.g. Case 1, and remove the first

25% of the chains for burn-in.

Figure (4.1) shows the posterior distribution of the parameters and the chain convergence in the first
case, when no exogenous variables are presented. Similar plots are obtained for the other cases. From
this figure, the sampler shows a promising mixing and rapid convergence as confirmed by the chains and
sample ACF plot respectively. Similar plots are obtained for the other cases. Figure (4.2) shows the
marginal densities of the parameters and the 95% HPD interval for all six cases, as well as the maximum
likelihood point estimate and the true value of the parameters. Overall, the plots show convergence of

the chains and accurate estimation for the parameters.
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FIGURE 4.1: Marginal densities and chain convergence for g (top) and p (bottom), for Case 1 where
there are no exogenous variables in model.

4.6.2 Simulation from a Poisson and NB regression model

The aim of this section is to test the fitting of a DW regression model to data generated from a Poisson and
NB regression. To this end, we design two experiments using two explanatory variables, x = (x1,x7),
and n = 500 data points. We simulate data for the predictors from uniform distributions, namely
x1 ~ U(0,1) and xp ~ U(0,1.5). In the first experiment, we assume that the conditional distribution of
y given x is Poisson(eX#), whereas in the second experiment, we assume it to be a NB distribution with

® and variance p + p?/6 with @ = 4.5. We fix the intercept and the regression parameters

mean p = eX
to a« = (—0.5,4.3,—2.2), with values chosen to cover a wide range of shapes for the target distribution.
Figures (4.3) shows the conditional distribution fitted by DW(regQ, B) for a fixed value of x; = 0.5 and
sliding values of x, in the [0,0.7] interval. The figure shows how the estimation improves as the mean of
the target distribution decreases, both for Bayesian and frequentist approaches. In addition, the logit

link shows a better fit compared to the log-log link in both Poisson and NB experiments that can be
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a consequence of numerical instability in log-log transformation. For the frequentist estimation, we use

the R package DWreg [Kalktawi et al., 2016].
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FIGURE 4.3: Fitting Poisson (top) and NB (bottom) by DW(regQ, B) for a range of values of x, and

fixed x; = 0.5. The plots show the true conditional pmf (black) together with the conditional pmf fitted

by the Bayesian DW model proposed in this chapter, with the logit (q) (red) and log-log (g) (blue)
links, and by the corresponding frequentist approaches (green and light blue, respectively).
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4.6.3 Simulation on Variable Selection

In this simulation, we show the performance of DW regression for variable selection. To this end, we
consider a simulation with 50 predictors and assume that 75% of the parameters, 37 out of 50, are zero.
We generate the remaining non-zero parameters uniformly in the [—0.5,0.5] interval. We simulate 500
observations for each predictor from a U(—1.5,1.5) distribution, and the response variable from a DW
distribution using a logit link for g or the log link for 8. Similar results are obtained with the log-log link
function. For parameter estimation, we keep the average rate of acceptance in the (20,30)% interval for
a total of 50,000 iterations. We choose an InverseGamma(2,1) hyper prior for the penalty parameters.
This prior allows to cover a large range of penalties, in the (0.02,70) interval, with a tendency to small
penalties (i.e. sparsity) due to a mean of 1 and a median of 0.5. Variable selection is performed by

considering the 95% HPD interval for each parameter.

Table (4.2) shows the performance of the method in terms of selection of variables under six different

TP
generating models. In particular, the table reports the True Negative Rate (TNR), Recall (m>,
2TP

TP
m) and F; score (m), averaged over 20 simulations. The table shows a
good performance overall, particularly for the BDW (regQ, B) models. The model with the log(p) link

Precision (

does not perform very well when g decreases, i.e. when the number of zeros in the sample increases. In

these cases, the models show a low recall, that is a high false negative rate.

Model Avr. TNR Avr.Recall Avr.Precision Avr.F
BDW (logit :regQ, =".1) 93% 90% 93% 91%
BDW(logit :regQ,B = .8) 95% 89% 95% 92%
BDW (logit :regQ,B = 1.6) 93% 91% 93% 92%
BDW (logit : regQ,regpB) 97% 68% 96% 79%
BDW(q = .85, regp) 90% 92% 91% 91%
BDW (g = .50, regpB) 93% 3% 84% 52%

TABLE 4.2: Performance of BDW with Laplace priors. Variables are selected based on the 95% HPD
interval and the selection is compared to the truth on the basis of the average True Negative Rate
(TNR), recall, precision and F; score.

4.7 Real data illustration

In this section, we show the performance of the Bayesian discrete Weibull regression model on real datasets
from the medical domain. We compare the proposed model with the Bayesian Poisson (BPoisson),
Bayesian Negative Binomial (BNB) and in the case of excessive zeros with Bayesian zero-inflated Poisson
(BZIP) and negative binomial (BZINB) on the basis of a number of commonly used criteria: BIC [Dayton,
2003], AIC [Dayton, 2003], Deviance Information Criterion (DIC) [Spiegelhalter et al., 2002], Quasi-
likelihood Information Criteria (QIC) [Pan, 2001], Consistent AIC (CAIC) [Bozdogan, 1987], Bayesian
Predictive Information Criterion (BPIC) [Ando, 2007] and the Prior Predictive Density (PPD) used in
the Bayes factor [Kass, 1993].

Since BIC, AIC, QIC and CAIC are commonly used in the frequentist framework, we adopt them to
the Bayesian framework by estimating the parameters using the mode of the marginal densities of the

parameters that corresponded to MLE estimations. Next HPD interval is applied to identifying the
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insignificant (zero) parameters. Then the likelihood is re-estimated and degree of freedom is defined by

the number of non-zero estimations.

4.7.1 Comparison with Bayesian generalised linear models

To show the ability of BDW to estimate parameters in the presence of under-dispersion, over-dispersion

and excessive zeros in count data, we choose the following three medical datasets:

1. The data on inhaler usage from [Grunwald et al., 2011], with 5209 observations. The response
is the daily counts of inhalers usage, whereas the covariates are humidity, barometric pressure,
daily temperature, air particles level. The sample mean and variance of the data are 1.3 and 0.8

respectively, so this is a case of under-dispersion relative to Poisson [Kalktawi et al., 2016].

2. The German health survey dataset available in the R package COUNT under the name badhealth,
with 1127 observations. The response is the number of visits to doctors during the year 1988 and
the predictors are whether the patient claims to be in bad health or not, and the age of the patient.
The response variable ranges from 0 to 40 visits and has a sample mean of 2.4 and variance of 12,

suggesting over-dispersion relative to Poisson.

3. The German health registry dataset available in the R package COUNT under the name rwm, with
27326 observations. The response is the number of visits to doctors for the years 1984-1988 and the
predictors are age, years of education and household yearly income. The response variable, number
of visits, has about 37% of zeros, a sample mean of 3.2 and a variance of 32.4, pointing again to a

case of over-dispersion and excessive zeros.

We fit a BDW model with a non-informative prior on the regression parameters, 25,000 iterations for
the Metropolis-Hastings algorithm and an acceptance rate in the (20,30)% interval. For the case of
BPoisson, BNB, BZIP and BZINB, we make use of the MCMCpack R package [Martin et al., 2011] using
the same configurations as with our approach. Table (4.3) shows a comparison of the models on the three
datasets. We only report the results of the BDW (regQ,8) models, which show superior performance to
the other BDW models on these datasets. Of the two links on g, the logit (q) link performs better than
the log-log (q) link with respect to BIC, AIC, CAIC, DIC, BPIC and log(PPD) in Table (4.3). As for
a comparison with the other models, Poisson has the worst performance for all cases, while NB has
a performance comparable to the logit -BDW model in the over-dispersed scenario, while it does not
perform well in the under-dispersed and excessive zero scenario. In the latter case, zero-inflated negative
Binomial has a performance comparable to DW. This is promising and it points to a future extension of
DW to a zero-inflated DW model.

4.7.2 Comparison with Bayesian penalised regression

In this section, we compare the performance of BDW to BPoisson and BNB regression for variable
selection on a dataset with several variables. In particular, we consider the multivariate data of [Machado
and Santos Silva, 2005]. The data consist of 5096 observations from the 1985 wave of the German

Socioeconomic Panel. As in [Machado and Santos Silva, 2005], we measure the demand in healthcare
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by the number of visits to a specialist (except gynecology or pedriatics) in the last quarter. The 20
covariates are listed in full in Table (4.4) and they are the same considered in [Machado and Santos Silva,

2005]. This is an extreme example of excessive zeros as the response variable contains 67.82% of zeros.

We fit a BDW model with a Laplace prior on the regression parameters and an InverseGamma(2,1)
hyper-prior on the shrinkage parameters. We consider 175000 iterations for the MCMC routine and
similar configurations for the Bayesian Poisson and NB models. We also extend the comparison by
including Bayesian zero-inflated models and frequentist Li regularized models. For the latter, we use the
glmnet package [Friedman et al., 2010] to fit regularized Poisson regression and the glm.nb R function
to fit regularized negative Binomial regression. In both cases, the penalty parameter is chosen by BIC.
According to the results in Table (4.5), DW(regQ, B) with the log-log link achieves overall the best

performance compared with the others BDW models and with NB and Poisson models.

Figure (4.4) shows the marginal densities of the parameters for the DW(regQ, B) with the log-log link.
Highlighted in red are those variables that are found to be significant based on the 95% HPD interval.
The selection is overall in accordance with the results obtained by [Machado and Santos Silva, 2005]
using a jittering approach, with variables such as gender, chronic complaints, sick leave and disability
found to be significant, and other variables like unemployment, private insurance and those related to
job characteristics, such as heavy labor, stress, variety on job, self-determined and control found not
to be significant. Figure (4.5) shows the effect of the variable chronic complaints on the conditional
distribution, suggesting that the probability of a large number of visits is higher for the case of chronic
complaints than for the case of no complaints. Table (4.6) further compares the selection of variables
with those selected by Poisson and NB regression models. Overall, there is high agreement between DW
and NB, with the exception of the variable control which is found significant by NB (both in the Bayesian

and frequentist estimation) but not by DW. Poisson and BPoisson tend to select many more variables.

4.8 Conclusion remarks

In this chapter we have proposed a novel Bayesian regression model for count data, by assuming a
discrete Weibull conditional distribution. A discrete Weibull regression model was originally proposed by
[Kalktawi et al., 2016] in a frequentist context and a number of desirable features of the model compared
to existing ones were highlighted. The Bayesian implementation in this chapter is based on a more
general model, where both parameters can be linked to the predictors. We have experimented with
different link functions and have found the models with the link on g and constant B to work particularly
well, with the logit (q) link displaying superior performance than the log-log (q) link in the simulations
and in three of the four applications considered in this chapter. Including a link to both q and B was
found to lead to over-parametrization for the applications considered, but it may be useful for other
applications showing more complex dependencies. In terms of the Bayesian inferential approach, we have
shown theoretically how the posterior is proper and with finite moments under a uniform non-informative

prior on the parameters.

We have shown the applicability of the Bayesian discrete Weibull model to count data from the medical
domain. In particular, we have analysed datasets on the number of visits to doctors/specialists, a quantity

that is often used as an indicator of healthcare demand. The response variable in the examples considered
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Model AIC BIC CAIC QIC DIC BPIC log(PPD) df
Inhaler Use (under-dispersed)

log-log : BDW  13497.22 13536.57  13542.57  2.59* 13487.63 13493.88  -6745.93 6
logit : BDW 13494.19*% 13533.54* 13539.54* 2.59* 13484.92* 13490.49* -6739.41* 6
BPoisson 14009.01 14041.80 14046.80  2.69 13822.54  13734.31  -6960.64 )
BNB 13952.85 13992.33 13998.20  2.68 13771.0 13686.47  -6960.81 6
German Health Survey (over-dispersed)

log-log : BDW  4478.9 4499.0 4502.0 3.98  4474.60 4478.33 -2245.75 4
logit : BDW 4475.2% 4495.3* 4449.3* 3.97%  4474.16*%  4477.70%  -2242.23* 4
BPoisson 5638.9 5654.02 5656.10 5.01 5638.14 5641.18 -2826.88 3
BNB 4475.9 4495.9 4499.97 3.97%  4474.66 4478.10 -2243.87 4
German Health Registry (excessive zeros)

log-log : BDW  120340.1 120381.2 120386.2  4.4* 120334.6 120339.2  -60187.6 5
logit : BDW 120339.2*  120380.3* 120385.3* 4.4*  120327.0* 120331.9* -60181.8* 5
BPoisson 209636.4  209669.2  209673.2 7.7 209635.8  209639.6  -104836.7 4
BNB 120658.7  120708.0  120714.0  4.4*  129125.8  133365.3  -60344.0 5
BZIP 169417.7  169450.6 169454.6 6.2 169402.1 169398.3  -83522.3 )
BZINB 120649.5 120682.4 120686.4  4.4* 120629.1 120622.9  -60245.2 6

TABLE 4.3: Comparison of Bayesian DW, Poisson, Zero-Inflated Poisson, Negative Binomial and Zer-
Inflated Negative Binomial on three datasets and under a number of information criteria. (*) denotes

the minimum value.

Variable Description

Age Age in decades

Chronic complaints 1 if has chronic complaints for at least 1 year

Control 1 if has a job where work performance is strictly controlled

Degree of disability > 20%
Education

HH-income

Hospitalized > 7 days
Marital Status

Month of unemployment
Physically heavy labour
Physician density
Population < 5000
Population 20000-100000
Population 5000-20000
Private insurance
Self-determined

Sex

Sick leave > 14 days
Stress

Variety on job

1 if the degree of disability is greater than 20%

Number of years in education after age 16

Net monthly household income

1 if was more than 7 days hospitalized in the previous year

1 if single

Number of months of unemployment in the previous year

1 if has a job in which physically heavy labour is required

Number of physicians per 100,000 inhabitants in the place of residence
1 if place of residence has less than 5,000 inhabitants

1 if place of residence has between 20,000 and 100,000 inhabitants

1 if place of residence has between 5,000 and 20,000 inhabitants

1 if had private medical insurance in the previous year

1 if has a job where the individual can plan and carry out job tasks

1 if female

1 if missed more than 14 work days due to illness in the previous year
1 if has a job with high level of stress

1 if job offers a lot of variety

TABLE 4.4: List of the variables and descriptions in the number of visits to a specialist dataset [Machado

and Santos Silva, 2005].
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Model AIC BIC CAIC QIC DIC BPIC log(PPD) df
logit :BDW (regQ,p) 12720.4 12864.2 2.5% 12886.2 12710.8 12731.5 -6392.3 11
log-log :BDW (regQ, ) 12698.5%  12842.3* 2.5% 12864.3* 12693.3* 12713.6* -6383.3* 11
BDW(q,regf) 13256.0 13399.8 2.6 13421.8 13250.4 13270.3 -6665.8 6
logit :BDW (regQ,regp) 12750.3 12920.7 2.5% 12951.7 12713.0 12744.9 -6516.3 19
log-log :BDW (regQ,regf)  12748.9 12924.1 2.5% 12955.2 12715.4 12741.3 -6519.1 19
BPoisson 21588.2 21705.8 4.2 21723.8 21594.6 21615.8 -10832.6 17
BNB 12867.3 12939.2 2.5% 12950.2 12838.3 12834.8 -6452.3 11
BZ1P 16677.1 16760.1 3.2 16760.0 16698.7 16720.6 -8385.6 15
BZINB 12850.0 12921.1 2.5% 12932.2 12872.0 12894.1 -6456.8 13
Poisson (glmnet) 21571.1 21706.1 4.2 21724.1 - - - 17
NB (glm.nb) 12839.3 12911.2 2.5% 12922.6 - - - 12

95 % HPD interval

TABLE 4.5: Comparison of BDW with Bayesian and regularized NB and Poisson on the number of

visits to a specialist dataset of [Machado and Santos Silva, 2005]. (%) denotes the minimum value,
whereas df is the number of non-zero coefficients. For the Bayesian models, these are based on the 95%
HPD interval.
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Physically heavy labour
Stress

Variety on job
Self-determined

Control

Population < 5000
Population 5000-20000
Population 20000-100000
Physician density
Months of unemployment
Hospitalized > 7 days
Sick Leave > 14 days
Degree of disability > 20

BDW(regQ,5) NB

ES

* ¥ *

EE S

k

* X X %

* *
*

* ¥ X %

* % X X%
* X ¥ X

* *
* k

B S * X ¥ ¥ * X X X ¥
EE S
* % * X X ¥

* X X X K X X X ¥

TABLE 4.6: Significant (non-zero) covariates that are selected by BDW(regQ, f) with log-log link,
Bayesian and regularized NB and Poisson regression models, and Bayesian zero-inflated Poisson and
NB, for the number of visits to a specialist dataset. An (x) indicates a non-zero coefficient.

—e— No Chronic Complains : DW(0.24, 0.57)
--a-  Chronic Complains : DW( 0.47 , 0.57 )
©
Q
_—
£ o |
o
N
i
o | o——go-- 8==== (CEEEEE QCEEEEE I EEEE fmso=s 6
© T T T T T T
0 2 4 6 8 10

Number of visits to a specialist

FIGURE 4.5: Effect of the variable Chronic Complaints on the conditional distribution for the healthcare
data, when all other variables are held constant.

is discrete and is characterized by a skewed distribution, making the whole conditional distribution of

interest and not only the conditional mean. We have tested the inference procedure on simulated and real

data with various characteristics, such as under-dispersion, over-dispersion and excess of zeros. Overall,

we have found a good performance of the method in comparison with Poisson and NB regression models,

on the basis of a number of information criteria and of the selection of influential variables.
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4.8.1 Future study

Future work will explore an extension of the approach proposed in this chapter to more flexible DW
regression models, such as zero-inflated, multilevel and mixture DW models, in a similar spirit to the
existing models for continuous responses [Dunson et al., 2007]. Moreover, an interesting topic for future
work can be performing the Bayesian optimization methods such as simulated annealing [Hwang, 1988]
for estimating the DW regression parameters. We expect that using the maximum posterior methods

(MAP) can lead to exactly zero estimation of the parameters.



Chapter 5

Conclusions

This thesis has focused on the problem of variable selection and parameter estimation within both fre-
quentist and Bayesian frameworks. Clear advantages over existing methods include proposing a penalized
estimation of the parameters in a time-dependent framework in Chapter §2, proposing a differentiable
penalty term and discussing its theoretical properties in Chapter § 3, and proposing Bayesian solution to
discrete response regression under discrete Weibull distribution in Chapter §4. The main contributions

are listed below.

5.1 Main Contributions

A [; penalized approach for estimating parameters in the dynamic regression in the presence of
autocorrelated residuals is proposed in Chapter § 2. This model is extensively discussed from both
a theoretical and practical point of view and by means of simulations and real data applications.
The proposed two-step algorithm for estimating the parameters shows promising results and low bias.
Comparisons with the existing methods in the literature have also shown that this model is beneficial
in real applications. An R package that accompanies this chapter provides an implementation of the
method, for other statisticians and practitioners. The inferential procedure presented in this chapter can
be extended to cover a wider range of penalty functions, including I, and a combination of I; and I

penalties.

A fully differentiable and novel penalty is proposed in Chapter §3. This penalty allows to go
from a flat (OLS) to a very sharp (lasso) regularization of the parameters. We have discussed this
novel penalty theoretically, including asymptotic properties in regularized linear regression, and
practically by proposing an efficient algorithm as well as preparing an R package. We have discussed
this penalty from a computation point of view, and proposed a simple approximation for it. Simulation
studies and real data applications confirm the advantage of this penalty over the competitors in the
literature. We keep the research open by proposing a more general form of this penalty as well as ex-

ploring different scenarios where the differentiability of the penalty function is particularly advantageous.

89
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Chapter §4 of this thesis has addressed the problem of regression for discrete response within a

Bayesian framework. We have introduced the discrete Weibull distribution and the corresponding

regression model. Two link functions are proposed for connecting the distribution parameters to
exogenous variables, precisely a log-log and logit transformations. Then a fully Bayesian approach is
applied in order to estimate the posterior conditional distribution of the response given the covariates
and over a range of priors. We have proved that under the non-informative prior, the DW posterior and
the moments are bounded. In other words, we have proved that the DW posterior is proper under the
non-informative prior for the parameter and for any moment. We have shown the usefulness of the new
regression model in a number of applications and by comparing it to the existing methods in the literature.
The results of this chapter show that imposing independent Laplace priors on the parameters encourage
shrinking parameters toward zero that by itself leads to model selection in frequency domain. The
former is discussed numerically using simulations and in a number of real data applications. Further, the
R package that accompanies this chapter provides a Bayesian solution to the problem of DW regression.
The provided R package covers the whole contents that are discussed in this chapter and some extras
for implementing RJMCMC and parallel processing. The latter results in a significant improvement in

estimations by simultaneously estimating several Markov chains at the same time.



Appendix A

Asymptotic properties of
non-penalized DREGAR

A.0.1 Asymptotic properties of non-penalized DREGAR

In this section we focus on the limiting distribution of OLS estimations in a non-penalized DREGAR
given T > r + p +g. In particular, this section provides essential proofs that are used in Chapter §2 of
the thesis.

We start with the product of two infinite geometric series.

Lemma A.1 (Product of two infinite geometric series). Let S; = Y.7° (%), a > 1and S, = Z;’io(%)i,b >

1 be two geometric series, then S1S; is a linear function of S; and Sy, provided a # b.

Proof.
515 = LI LG
v LoLy Lok
lgk;](a) (3)
Yy
i=0 k=0
B © 1 ; 17(%)141
B
a &L b &, L
_ i i b
a_bz;o(b) +b—”z§0(“) a7

91



Appendix A. Asymptotic properties of non-penalized DREGAR 92

By induction one can extend the result of Lemma (A.1) to m geometric series, 515553 ...Sy. The rest

of this section is focused on the block matrices in Hy and limit distribution of Hje in equation (2.5),

1 -1
H = <n(X'IHWH<q>>'(X'rH(p>fH<q)))

1
Hée = — (X/, H(p)’ H(q))’e.

NG

Recall the general form of (non-penalized) DREGAR(p,q),

p
Y=Y diYii+xip+er
i=1
q
€ = Z 9]'611,]‘ =+ ey.
j=1
Using backward shift operator,

. 1 1
(1= Y L'y = xip+e =y = —xiB+ —e
i=1

1 1
(1 — Z LIOI)et =€t — € = Eet,
=1

ro. q .
where A = (1— Y L'¢;) and B= (1— ) L'9;).
i=1 i=1

From Hl, %H, H(q) is

(p)
T T T
YieTyt1Yi-1€i-1  Li—ty41Yi-1€i—2 -+ Li—ry+1Yi-1€i—g
T T T
1H, Ho 1| Yiety11Yi—2€6i-1  Limry41VYi—2€i-2  --- Li—Ty+1Yi—2€i—q
n (p) (@) — n : : : 4
T T T
Li—tyr1Yi-p€i-1 Ximry1Yi-p€i-2 -+ Limgyr1Yi-p€i-q/) .,

where each element of this matrix comes from %ELTDH Yi—s,€i—s, for sy € {1,2,3,...,p} and sp €
{1,2,3,...,q}. Thus,

1 1 [51 L5
- ;yt—slet_52 = ;(jxiﬁ + jet)Lszet

1
where : € = Eet.

Then,
1 1w L5, L91 1
w i = 5 G S geL® g

= i;(ilxiﬁ)(iz&) + i;(il;et)(gzet). (A1)

x;i=1,2,...,r are independent of the error term by the assumptions, then the first term in (A.1)

tends to have zero mean. If ]E{(%x{)(%xt)} < oo, then the variance of the first term in (A.1)



Appendix A. Asymptotic properties of non-penalized DREGAR 93

tends to zero at the speed of n. Consequently, the first term in (A.1) tends to zero, op(l). More-
over, Vi € {1,2,3,...,r},x;s are mutually independent and covariance stationary with finite moments

and in particular satisfying the conditions in Theorem (2.1). From this, E{(%x;)(%xt)} < 0.

For the second term, by assumptions t # t', Cov(et,ey) = 0. As a result, this term is non-zero in
similar orders of (%%) and (th) Precisely, let ay,a),a3,...,a, and by, by, b3, ..., by be the roots for

1-— Zf;l 4)iLi and 1 — 2?:1 6;L' respectively. Then,

i e L i 5
) (TS ) e (A2
B (L p oy e (A3)
B~ \ b; b; ' .

Using remark (A.1), given i,i’ € {1,2,3,...,p} and j,j € {1,2,3,...,q9};a; # an,b; # by and a; # bj,
then all terms in RHS of (A.2) and (A.3) can be rewritten in the form of linear functions of individual
elements. As a result, there are infinite terms with similar orders between (A.2) and (A.3), provided the
process is started from —oo. Consequently, the second term in the RHS of equation (A.1) is a non-zero
function of ¢2. Clearly, the model orders p, g do not affect (A.2) and (A.3), provided there are enough ob-

H
p) (g
As a result, p and/or g can freely tend to infinity, provided Hj is non-singular and there are enough

servations. On the other hand, if the process starts at zero, then, [HZ )]5152 = 0 for min(sq,s2) > n.

observations.

For a simple example, let the true underlying model be DREGAR(1,1). Then,

_L51 i iglLl)
i=0

_Lsz 2

If 6 # ¢,
(A2) =117 i ZG’LZ
i=0
s 4) i 0 = iTi
=I5 (T L'+ 'L
(¢ RN )
(A3) = LSZ(iG L.
i=0
Then,

5 P o i 0 % gigi (N giriv, | _
Cov (L ((H);}(pL —1—(6_4))1;)9L>et,L (iZOGL)et> -

Cov (LSI(fl) (f 9) i ¢'Liey, LS2(i GiLi)et> +

i=0 i=0

Cov (LSl s f ) Ze Lie, LSZ(Ze Li)€t> :
i=0
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But s; = s, =1 then,

Cov (le <(<P¢)

(PiLi +

\\Mg
‘Fqg

(—— GiLi>et,L52(ZGiLi)et>
0—¢ i= i=0

0
_ 2 o 0 2i
B 4> 20 9 4@09)
¢ 0
( 8)(1 - >+<9—¢><1—92>>
- 4y

Moreover, in DREGAR(1,1), E{(Llx)) (Elx)} is,

L5

]E{(L:xt)( " xt)} = ]E{(le gtpiUxi)(LSl §)¢iLiXt)}’

where s; = 1. Then,

&
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where Y = Y(x), 18 the k" order auto-covariance of x;. By assumptions, in particular ergodicity,
VzeN, Y7, V(x); <M < o0, then

[oe] - o . M
]E{Z ¢1xt7i71 thlxt_i_l} < m < 00,
i=0 i=0

For the second block matrix in Hy, %XH(P)’ we have

T T T
Zf:To+1 X1tY—1 ):f:To+1 X1tYt—2 ... Et:T(ﬁ-l X1tYt—p
T T T
1 XH o — 1| Dimmy1 X2t¥e—1  Lpemyp1 X2tYt—2 oo Lp—Ty41 X2tYi—p
n (p) - n N * N
T T T
Zt:TO+1 XrtYr—1 Zt:Tg+1 XrtYt—2 ... zt:ToJrl XrtYt—p

Considering the case %ZtT:TO—s-l XostYt—s, Where s3 € {1,2,3,...,r} and s4 € {1,2,3,...,p}.

T

1 1 & L3 L3
— Z XsgtYt—s, = — Z Xsyt(— xt,B + —zet)
my—To+1 ’ ton t=To+1 A AB°
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E i) + - Z L, (A.5)

x53f xt Xszt =0 .

T+ T AB”

Since x;,i = 1,2,...,r is independent of the error, the final term in (A.5) tends to zero, %xsse =
E(x{, x5

N(O, w) — 0p(1). For the first term,

3\»—\

T 54
TZ Xsst( xéﬁ) = g(7x)B < o0,

where g(.) is a bounded function. This is due to the fact that ¥i = 1,2,3,...,7;x ;s are mutually inde-
pendent and the entire process is stable. As a result, autocorrelations of x;,1 < i < r die quickly after
a finite number of lags, provided the coefficients are far from the boundary of stationarity. Otherwise,
the decreasing speed of auto-covariances may take longer. In a special case where x4,t = 1,2,3,...
are a random sample from x,, the inner correlation is zero and the last equation is zero provided
Vie {1,2,3,...,r},Bi < o.

1
For EXH(q),

T T T
Zt:TO+1 X1t€t-1 Et:ToJrl X1t€t—2 .- Zt:ToJrl X1t€t—q
T T T
1 1| LbmTy1 X2t€0-1  Lop—Typ1 X2t€4-2  -oo XpoTy 41 X2t€t—g
7 XHg) =5
n 7 . . .
T T T
Zt:Tg+1 Xrt€r—1 Zt:T0+1 Xrt€t—2 ... Zt:To+1 Xrt€t—q

Taking %):tT:TO-H Xrt€t—q for example. If E(x.x,) < o0,

1 & E(x!
- Z Xrt€t g = — Z xrt et « N(O W) A 0p(1).
=Ty n

0

t To+1

It is straightforward to show that %X’X — U,%I,Xf = I;xr as data are assumed to be normalized prior to

the analysis.

Finally for %HEP)H(P) and %qu)H(q) we have

ZiT:TOH Yi-1Yi-1 ZzT:Tg-H Yi-1Yi-2 .. ZZT:TO—H Yi-1Yi-p
1, 1 ZzT:TO+1 Yi-2Yi-1 ZiT:TO+1 Yi-2Yi—2 --- ZzT:TO+1 Yi2Yi-—p
SHpHe) =5,
n p p n . . . .
ZiT:TO+1 Yi—pYi-1 ZiT:T0+1 Yi—pYi-2 .- ZiT:ToJrl Yi—pYi—p

Each element of this matrix belongs to a general form of Zl Ty+1 Yi—s;Yi—sg where s7,sg € {1,2,3,...,p}.
Thus,

1 & 1 & LS7 L7 LS8 L%
; Z yifsﬂ/ifsg = ; Z 7xtﬁ + )(jxiﬁ + Eet)
=Ty+ =To+



Appendix A. Asymptotic properties of non-penalized DREGAR 96

1 T LS T S7 LSg
— — A.
n t:%+1( A f:B)( % ABetAB ) ( 6)

where the cross terms tend to zero. The second term in (A.6) is non-zero because there is an infinite

number of common terms, provided the process is started from —oco. The first term in (A.6) tends to
E <(L;7x;) ( L:‘S xp)! > , provided the expectation exists. If s; = sg, the formula above produces the diagonal

elements with the same values (remembering that all exogenous variables are independent and have unit
variance). As it is pointed out, covariance stationary of {x;} is sufficient for the last expectation to be
bounded. In the special case of DREGAR(1,1), it results in

Ls7 LS © p /
E(( /)/>:E((2¢ZL1xt1 2¢th )
Z‘Plxz/f i— 1Z¢xt i— l

MS

¢thk1xt —k)—1 1)
0
12,)/

0 k=0

i

Mg
<

i

i=0 j=0 i=0 j=0
RIS RTRIS NI PRI P
47_9,‘:0 0 — i=0 (P_Gi:O 0 4’1‘:0
5 ¢ o 1 0 o, 1 0 ¢ 1
= 2
7 (<<p—9) TR A oyl e g
2 2 2
o ¢ 0 ¢0
= -2 .
o (gt e tig) <
Finally, a similar calculation for 7HE )H(q) results in
ZiT:TO.H €i-1€i-1 ZzT:To+l €i-1€i—2 .- ZiT:TO.H €i—1€i—g
lH' Ho = 1 ZiT:TU+1 €i-2€i—1 ZiT:TOJrl €262 ... EiT:TO+1 €i-2€i 4
T
T Ty41 €i-g€i-1  Li-gy41€i—g€i-2 -~ Li-1y41€i—q€ig

Every element of this matrix is of the form * El Ty+1 €i—so€i—syy Where s9,519 € {1,2,3,...,q}. Following

S 1
the previous proofs, one can show that 1 T YL Ty+1 LBQ e LB et is non-zero.

All in all, H; tends to Q that is,

Lrxr E(x53t(%xi,3)‘53/54/t) Orxq
Q= E (L2218 (52x1p) + (Kgeripenlsrsa t) B ((Bed(Frenlsusat) |, (A7)
E (% L5 etlso, s10, f)
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with (s1,54,57,88) € {1,2,...,p}, (52,59,510) € {1,2,...,9} and s3 € {1,2,...,r}. We should stress that
Q consists of only x;i and e, t =Top+1,Tp+2,Typ+3,...,Tand i = 1,2,3,...,r. Furthermore, in all
discussed cases p and g can freely increase to infinity, provided Hj is non-singular and there are enough

observations.

In the following lines, we focus on Hje and introduce the central limit theorem for martingales and find

the limit distribution of Hse.

Theorem A.1 (Central limit theorem for martingales). If {y;} is a martingale difference sequence with

mean and variance given by

S

]7:

n
Z]/t/ 6‘2: 720’,{/
=1 n

and provided that higher order moments are bounded,

E(|y|*") < o0, 6>0,

and
1 n
= 2 y? — o2 5o
ni3
Then
\/ﬁ(g) 4 N(0,1).
Proof. [Martin et al., 2012, p.51]. O

Let HY be ﬁHﬁe,

Hf = (X, Hip), Hig))'e.

n

<

Hy is a martingale difference sequence (MDS) because

E (Hf

t=t—-1,t—2,...,t— (p+q)) = E<(X;’H(P)t’H(q)t)/et ft1>,

= (Xt Hipy, Hig), ) Eer) =0,

where F;_1 contains the information up to time t —1. We show that the central limit theorem for MDS
holds for H®,

1 T
== Y. H
t=Tp+1
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To establish the boundedness condition in the martingales central limit theorem, a convenient option is

choosing § = 2 so that

4
E(|H;|) = E(¢)E (Xi, Hyyy, Heg),)

4
Using assumption [a], ]E(e‘tl) < o0 and it can be shown that E (X;, H(p)z'H(q)t) < o0, provided y; and

x’i,i =1,2,...,r are stationary and ergodic. Moreover,

T

1 2 ! / 2 _
ag;fxﬁfwwﬁw)—
—10
[T N 2, 51 ¢ / 2
0 L (@ =) (X Hy H, )+t L (X H, Hy, ) (A-8)
t=To+1 t=Tp+1

The first term in (A.8) is a mean zero MDS. Using the weak law of large numbers (WLLN), we have
2

%EtT:TOH (e —0?) (X{, H(p)t'H(q)r) 4 0. The second term in RHS of (A.8) tends to 02Q where Q is

defined in (A.7). As a result

1 & 2 / / 24 5
- E ef | Xy, Hy,\ ,H — Q.
ny_T ( (p)e (ﬂ)t)

Therefore, the central limit theorem for martingales results in —= Hje 4N (0,02Q).
VR

A.0.2 Source of the bias

In the previous section, we relied on the assumption that €;, and as a result H(q), are known, whereas
this is not the case in reality. In fact both € and 6 are unknown in real applications. Consequently, €
must be estimated from a primary step precisely from (Y — H,)¢ — XB). Then we concentrate on the

theoretical properties of estimating ¢ in the presence of autocorrelated residuals.

Let the initial model be
y=Hp¢p+Xpte

where we assume an AR(q) process for €. Estimating parameters using OLS leads to

/ ! -1
¢_<H@HW wa) i

Yy
! ! -1
— o+ (HoHor HpXY (A.9)
X/H(p) X/X p (P) 4

where (M), represents the first p rows of the corresponding matrix M. The second term in RHS of (A.9)

is the source of the bias, which we show by using asymptotic results. To this end, the asymptotic form
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of the estimations is defined by:

. H' H.,, H X\'1 . 1
N =n< (o) M) ) L ez )t L e

o VnH{,€,

where ¥y is the covariance matrix of the corresponding element in the inverse term. On the other hand,
HEP) and € are not independent because of the inner-correlations in €s. For instance the first column of
HEP) and €; are correlated via fe,_1 and all former lags. As a result \/EHEP)G is not a proper martingale

and this results in a bias and complicated structure for the distribution of estimations.
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