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1 Introduction

Occupation time, the amount of time a stochastic process spends in a certain region, is of
theoretical interest and finds many applications in risk theory and finance; see Cai et al.[4],
Landriault et al. [8], Gerber et al. [6], Loeffen et al. [13], Yin and Yuen [17] for such applications.
Many explicit results on Laplace transforms for occupation times have been obtained for some
well known examples of diffusion processes; see e.g. Borodin and Salminen [3] for a collection
of such results. But the joint Laplace transforms of general diffusion processes have not been
studied systematically.

We quickly review some previous approaches of finding Laplace transforms of occupation
times for stochastic processes. Cai et al. [4] studied the jump-diffusion process with two-sided
exponential jumps and found a Laplace transform on its occupation by the standard approach
of solving the associated integro-partial-differential equation. They also applied the results
into several option pricing problems under Kou’s double exponential jump diffusion model.
Pitman and Yor [14, 15] applied the excursion theory to obtain occupation time related Laplace
transforms of one-dimensional diffusions. They found a formula for the joint Laplace transform
of the occupation times spent by the process either above or below a level up to a suitable
random time.

Landriault et al. [8] found an alternative perturbation approach to study the Laplace trans-
form of occupation time for spectrally negative Lévy processes (in short SNLP). In Landriault
et al. [8], the associated approximating occupation times were proposed so that their Laplace
transforms can be computed via the solutions to the exit problems for SNLP. Li and Zhou [10]
adopted the approach of Landriault et al.[8] to study the joint Laplace transforms of occupa-
tion times for diffusion processes up to an independent exponential time. Li et al.[12] used
the same strategy to find expressions of double Laplace transforms for diffusion processes. Yin
and Yuen [17] considered the SNLP and determined the joint laws for some quantities, which
are useful in insurance risk theory. Loeffen et al.[13] also studied the Laplace transforms of
occupation times of intervals until the first passage time for SNLP. They found the expressions
through approximating the SNLP by an SNLP with sample paths of bounded variation whose
Laplace transform for the occupation time can be found directly. The approaches of Landriault
et al. [8] and Loeffen et al. [13] aimed at overcoming the difficulty caused by the possible infinite
activity for SNLP.

In order to avoid the approximation procedures of Landriault et al. [8] and Loeffen et al. [13],
recently Li and Zhou [11] first studied the Laplace transforms of pre-exit joint occupation times
for SNLP via a new approach of identifying the Laplace transform with a fluctuation result on
the SNLP observed at independent Poisson arrival times. Such fluctuation identities have been
investigated in Albrecher et al. [1].

In this paper, we adopt the Poisson approach of Li and Zhou[11] to consider the joint
Laplace transform of occupation times for diffusion processes up to the two-sided exit time.
The results can be applied to find more explicit Laplace transforms of the occupation times
before exiting for Brownian motion with alternating drift and for skew Brownian motion. To our
best knowledge, such results have not been known before. Similar to other results on diffusions

along this line, our expressions are explicit but quite lengthy in general.
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The rest of this paper is arranged as follows. In Section 2, we review the basic facts we need
for the time-homogeneous diffusion processes and derive the expression of potential measure
which we need later. In Section 3, the desired results on joint Laplace transform of occupation
times for diffusion processes are obtained. In Section 4, we find explicit expressions on the
joint Laplace transforms of occupation times for several examples of diffusion processes, such
as Brownian motion with drift, Brownian motion with alternating drift and skew Brownian

motion.

2 Preliminaries
2.1 Time-Homogeneous Diffusion Processes

In this paper, we consider a one-dimensional diffusion process X = (X;);>¢ defined on a filtered
probability space (,P, (F#)i>0). Process X takes values in interval I with end points —oo <
Iy < ly < o0, which is specified by the following stochastic differential equation:

dXt = /,L(Xt)dt—FO'(Xt)th, (21)

where Xy = xq is the initial value and W = {W},t > 0} is a one-dimensional standard Brownian
motion. Throughout the paper, we assume that (2.1) allows a unique weak solution, which is
guaranteed if there exists a constant K > 0 such that, for all z,y € I,

lw(x) — p)| +lo(z) —o(y)| < Klz —yl, p*(z)+0°(z) < K*(1+2?), (2.2)

see Li and Zhou [10].
Two basic characteristics of diffusion processes X, the speed measure m and the scale func-

tion s, are given by
m(dz) = m(z)dz := 2¢B® /o2(z)dz and s(z) = / e By

for I < x < lp, where B(z) := [“2u(y)/o*(y)dy. Let p(:;-,-) be the transition density of X
with respect to the speed measure for diffusion processes, i.e.,
Po{ Xy € dy} = p(t; 2, y)m(dy).

For A > 0, let g_ »(-) and g4+ x(-) be two independent positive solutions to the (generalized)
differential equation associated to the generator of X

L0 (@) () + () () = Aga), (23)

with g_ A(-) decreasing and g4 A(+) increasing. For many particular diffusion processes, (2.3)
yields explicit expressions for g_ () and g+ x(-), see Borodin and Salminen [3]. Here a solution
g(x) to (2.3) satisfies

A /W) g(zym(dz) = g~ (b) — g~ (a), (2.4)

where

The Green function for X is

Ga(z,y) ::/ e Mp(t; x,y)dt.
0
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Then

G)\(z7y) =

where

wr 1= g1 3 (@)g- A (@) = g1 (2)g7 \(2) = g7 \(@)g-A(2) = g1,2(2)g” 5 (2)

is the so-called Wronskian with

It is known that w) is independent of z.
We refer to Chapter II of Borodin and Salminen [3] for the above facts and more details
about diffusion processes.
Furthermore, for A > 0, define
Iy, 2) = g- 2 W)g+.1(2) — 9-x(2)g+a (1)-
We have the following well-known solutions to the exit problems. Let

Ty i=inf{t >0: X; =z}

be the first passage time of X at level x with the convention inf ¢ = co. For any a < z < b and
A >0,

—ATq. _ f)\(.’b,b)

Eele™ ™ <ml = )

and faa,2)
—ATp. _ Iaa,z)

Em[e 3 Th < Ta] - f)\(a, b) )

see e.g. Borodin and Salminen [3] and Feller [5].

2.2 Diffusion Potential Measure

The potential measure for diffusion processes is needed for our main results in Section 3. Its
expression is given as a lemma in this subsection.

Throughout the paper, we always assume a,b € (I1,13).

Lemma 2.1 Fora<z,y<band X\ >0,

/ P {X; € dy,t < 14 ATp}e Mdt
0 (2.5)

= [Grea = D st = DD 6o mia),

Proof Write ey for an exponential random variable with rate A > 0 that is independent of

everything else. Because
oo
Po{Xey €dy,ex <Ta AT} = /\/ P.{X; € dy,t < 7, A }e ML,
0
we have

P {X., €dy,ex <T1a ATp} =P {X., €dy} —P.{X., €dy,7a A7p < enr},
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where
]P)z{Xek S dy, Ta N\ Tp < 6)\}

= ]P)QE{AXEA € dy,Ta < Tp N\ 6)\} +PI{X8>\ S dy,Tb < T N 6)\}
=P {1a <1 ANex}Pu{Xe, € dy} +Pu{m < 7u Aex}Pp{X., € dy}
=E,[e ;70 < 1|Pa{Xe, € dy} + Egle V7 < 7,|Pp{X., € dy}

f/\(ilj7b) f)\(a,ilf)

= £r(a, b) £(a,b)

Ga(a,y)m(dy) + A G (b, y)m(dy).

So,
]P):zz{XeA S dy,eA < T N Tb}

f,\(l‘7 b)
A fa(ab)

f)\(a,l‘)

= AGa(z,y)m(dy) — fr(a,b)

Ga(a,y)m(dy) — A Ga(b,y)m(dy).

We thus obtain

/ P {X; € dy,t < 7o ATp}e Mdt
0

f/\(xvz) G)\(a,y) _ f/\(a’x)

Ix(a,b) Frla,b) G(b,y) | m(dy).

= [G,\(x,y) -

3 Main Results
In this section, we proceed to find the joint Laplace transform on occupation times of diffusion
processes. In the following sections, we always denote A_, A, for two nonnegative constants.

Theorem 3.1 For any a < x <r <b, we have

H_(z,r)  fa_(a,x)

Ta AT Ta AT
]Ex[e_k* .foa b Lia,r) (Xs)ds—Ay .foa b l(T«b)(Xb')ds; To < Tb] = —+ ff (T),

f)\, (a,T) f)\, (O‘?T)

for any a <r < x <b, we have

~Ta AT FTa T b
Ex[e’A— Joo "™ 1y (Xs)ds—Ay [go"7P 1(T,b)(xs)ds;7_a < 7] fas (=, )f_(r),

f)ur (T7 b)
where
Fa_+4x, (D) T Ix_(zr)
fo(r) = I iar o T A Jo Do (@b @) £y mide)
- T r fr_(a,x f z,b
L=Xy [, In_gx, (a,b,7,2) fi,iam;m(dx) — A frb I_1x, (a,b,rx) fii((r,b))m(dx)
d
" I(rb) D)
I(a,b,r,z) := Ga(r,z) — hia b)G)\(a,a:) = hab) Ga(b, ).
Proof  Define
EyfeA- 0" Lo (Xo)ds=As [ 10y (Xo)ds, 7 < 1] g <z < b,
f-(z) =
1, z < a.

Write 0 < Ty < Ty <--- and 0 < Tj" < Ty < --- for the arrival times of independent Poisson
processes with rates A\_ and Ay, respectively. We also assume that these Poisson processes are
independent of process X. By a property of Poisson process, we observe that f_(z) = P,{D_}

for event

D_={{T7in{s<ma<m:a<X;<r}=¢={TF In{s<7,<m:r<Xs<b}}.
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Then for independent exponential random variables T and T, with rate A_ and A\, respec-

tively, we have

f-(r)=Pdr, < ATy /\T_}+/

a

T

]P)T-{T_A'_ < T N Tp N\ T_7X(T+) S dx}f_(:c)

b
—|—/ PAT- <71 Ay ATy, X(T-) € dz} f_(x)

Ep[eA-tA0)7e 7 < n) + >\+/ / P {t < 74 ATy, X(t) € drye~ A=TAtarf (2)
a 0

b )
+ A / / P {t < 7a ATy, X (t) € dz}e™C-FAtdLf (2)
T 0
T

a4 (1h) { D (nb)
a4, (a,b) + )”r/a G, (1) P in, (a,0) Gr_1a,(a, )
_ Pra(a,r) |
faz4as(a,b) Groa (b, x)_ m(dz) f-(x)

b f>\7+)\+ (Tv b)
A /r {G/\JFM (r.@) = Fr_+ay(a,b) Gr-tx (o)

I, (a,r) 1
T P (a,p) s ) el (),

Fora <ax <r,
fo(x) =E[e "7, < 7] + Egle ™7 < 1] - (1)
. f)\_(l'vr) f;_(a,x) .
= htwn i en 2

for r <z <b,
_ f)\ (va)
_(2) = Eyle™ M7 —(r)y="/" _(r). :
(@) =Bl < nlf () = (33)
Combining (3.1), (3.2) and (3.3), after some algebras, we can obtain A_f_(r) = B_, with A_
and B_ given by

" b
A —1= _)\+/ [GAHJT’ ) — fA+/\+Er, .

Iy

f)\7+/\+ (a,r) f>\7 (aa J))
ey G )] £ )
b b
- Ai/r [GA_+)\+ (r,z) — j:i_j:i((; b)) Gx_+a,(a,7)
f)\_+)\+ (a” T) f>\+ (1'7 b)
G )| D
= —)\+/a Iy, (a,b,r,2) ]Jii_ EZ: f; m(dx)
b X
o / I,\+,\+(a,b,r,x)fgj\i((r:s)m(dx) (3.4)
and
Ia_ga, (D)

fA—+A+(T7 b) o r
b= o 4a, (ab) )\+/a {G/\‘Hw (r,z) — P, (a)) Gxr_4x, (a,)
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Ia_iay(a,7m) I (z,r
— G b, x m(dx
Fr o la.h) P OO (g gy )
" fr(a,2)
=A / I a,b,r,x m(dx). 3.5
+ " >\7+/\+( )fA_(a,r) ( ) ( )
So,
B_
f—(,r) - Af
Ia_+ay (1)) r Fa_(z,m)
fxiikj:(a,b) + A+ fa Iiotay(a, b7, 2) Ix_(a;r) m(dz)

Ia_(ax)

1=y faT I qa (a,b,r, ) Ia_ (a,r)m(dx) — A frb I 4ay (a,b,7, ) ~ (%b)m(dw).

Fay (rib)
Combining (3.2) and (3.3), we can get the results of Theorem 3.1.
Throughout the paper, we denote Ix_4x, (a,b,r, ) as in Theorem 3.1.

Theorem 3.2 Fora <x <r <hb,

Ta AT, ~Ta AT a.,.xr
Eyle- 0" Lo (Xa)ds=Ap [§* 70 1 (Xo)ds, 7 71 h-a, )f+(7");

fora<r<z<b,

Ez[ef)\f fOTaATb l(a,’r)(XS)d57)\+ fofu/\ﬂ-b 1(,‘);,)(Xs)d _ f>\+ (r7 x) + f)\+ (x’b)

5Ty < T, =
NN
where

Ix_4xy(ar)

b Iag (@)
(r) = Ir_sai(ab) A fr I qa (a,b,7, ) - m(dzx)

Iy (rb)

- fa_(a,x) b Fag (z,b) ’
1= [T I 4a, (a, b7, @) fii(a’r)m(dx) — A [T x4, (a,b,7,x) fi: (rpy T(d)
Proof Define
f ( ) Em[e—/\, fofa/\"b L(a,r) (Xs)ds—Ay fo"a/\"b 1(7.1b)(X3)ds;Tb < Ta]7 a<z<b;
+\) =
1, z < a.

Observe that f(x) =P, {D,} for event

Dy ={{T In{s<m<m:a<Xs<r}=¢={TF}IN{s<7<7p:r<Xs<b}}

and for independent exponential random variables T_ and 7% with rate A_ and A, respectively.

Following similar arguments in the proof of Theorem 3.1, we have the results of Theorem 3.

Combining Theorems 3.1 and 3.2, we have the following result.

Theorem 3.3 Fora<z<r<b,

et . [TanT h(zr) | fr(a2)
E,fe™?Jo" " tan (Xo)ds=As Jo 770 1(ry (Xo)ds] — fan) T (o O L)
fora<r<z<b,
E,[e> Joa" ™ Ly (Xs)ds—Ay [g2"T® L (Xa)ds) — fai(riz)  fay(x,0)
€T

B f)\+ (’I", b) f)ur (7’, b)
where f_(r) and f(r) have been defined in Theorem 3.1 and Theorem 3.2, respectively.

[f-(r) + [+ ()],

2.
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4 Examples

In the following Subsection 4.1, we apply the results in Section 3 to Brownian motion with
drift to compare with the known results. In Subsection 4.2, the explicit expressions of joint
Laplace transform for occupation times of Brownian motion with alternating drift are found.

Subsection 4.3 concerns skew Brownain motion.

4.1 Brownian Motion with Drift
Let X; = ut+W; be a Brownian motion with drift. The corresponding differential equation (2.3)

1S

1
2g”(z) + pg'(x) = Ag(x), A >0.

With two independent solutions
gia(w) = e HEVIEENE ang g\ () = el Vit
see Borodin and Salminen [3, pp. 127-128], we also have
m(dz) = 262" %dx,  wy = 21/2X\ + p2

and
wite VI s (Cut Vi 2Ny sy

Gi(z,y) =
/\( y) wxle_(“"‘\/“2+2>‘)y€(_u+\/”2+2)\)ma Y Z T.

Furthermore,
faly, z) = e Hw+2) (e\/#2+2>\(2*y) — e*\/u2+2>\(zfy))’

denote Ty := \/u2 + 2, we can get
e~ H(r+z)=Txlr—z] e sh(Tx(b— 1)) e—he—Tx(z—a)
27, T osh(Ta(b—a) 2Ty
_ e Msh(Ta(r — a)) " e Ha=Ta(b—z)
sh(Tx(b—a)) 27,

I)\(a7 bv T, .I) =

and

" f>\_ ({E, T)
A I b d
+ /l A_+Ay (a” Ty LE) f)\, (Cl,?“) m( SL’)
T [emHrFE) = Ta_pa, (rmo) e Msh(Ta_ya, (b—1)) e He=Ta_tay (z=a)
A / [ — - X
" Ja 205 4, sh(Txa_4x, (b—a)) 205 4,
e "sh(Tx_yr, (r —a)) o e HE=Ta_ta, (b—2)
sh(T,\7+,\+(b—a)) 2T)_+)\+
p(zta) (Ta_(r—z) _ —YTa_(r—z)
. © (e e )dac
sh(Tx_(r—a))
QT)\7+)\+Sh(T)_+)\+ (b — a))sh(T)_ (7“ — (l)) ’

where

N =7, sh(Tx 4r, (b—a))+Tx sh(Tr_4r, (b—7r))ch(Tr_(r—a))
— T)\_+A+Sh(TA_+A+ (b — T))Sh(TA_ (7" — a))
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F Ty e TR,y (r—a))ch(Ta(r — a))
— Ty e Taoag (r_a)sh(T)_JrM(b —a))ch(Ty_(r —a))
— T)_H%e_TL*M(T_“)sh(T)_+>\+ (b—a))sh(YTx_(r—a))
_ T}\_efTA,HJr (’"*“)sh(TA_Jr)ur(b —7))
—Tae = CTIsh (T, (r - a))
F T e =TTy, (r— a)sh(Ta_(r —a))
=Ty sh(Tx_ja . (b—a)) + T sh(Ta_s1x, (b—7))ch(Tr_(r —a))
=T sh(Ta_4a, (b—7))sh(Tx_(r —a))

1
5 Tasansh(Ta (= @)™ T 77— Trn (00)

+ Ya ch(Th_ (r—a))(e” A2 07 _ o Taay (b=m))

1
2
- ;TA_ (eTA- +as (b4a=2r) | (=Ta g, (bha=2r) _ 9o=Ta_sr, (b-a))
=T sh(Ta_ja, (b—a)) + T sh(Ta_1x, (b—7))ch(Tr_(r —a))
=T 4a,8h(To_a (b—17))sh(Tr_(r —a))
= Lo 4y sh(Tn_(r —a))sh(Ta_4a, (b—1))
+ Ty e T bma (T (r— a))sh(Tx_4a, (b—7))
=T ch(Txa_4x, (b+a—2r))
= —2Tx_ 1, sh(Tx_yx, (b—7))sh(Tr_(r —a))
+ Ta_ch(Ta_4x, (b—a)) = Ta_ch(Ta_4r, (b+a—2r)).

With similar computations, we have

fa_(a,2)
f)\, (CL, T)
_ 1
o QT)\_+)\+Sh(T)\_+)\+ (b — a))Sh(T)\_ (T’ — a))

X [T,\7+)\+Sh(’r)\7+)\+(b +a— 2T))Sh(T,\7 (T — a))

+ Ta_ch(Ta_4x, (b+a—2r))ch(Ty_(r —a))

~ T ch(Taix, (b= a)eh(Cx (r—a))] +

T
)\+/ In_1x,(a,b,7, ) m(dx)
a

and

f)\+ (‘Ta b)
f)\+ (T7 b)
1

T 2T L sh(Ya_ i, (b—a))sh(Tx, (b—1))
X [—T)\7+)\+Sh('r)\7+)\+ (b +a— 27‘))8}1('1\)\Jr (b — T))
+ Tx, ch(Ta_yx, (b+a—2r))ch(Tr (b—1))

— T>\+Ch(’r>_+)\+(b — a))ch(TM(b — 7“))] + ;

b
A / I)\7+)\+ (a’a b7 T I) m(dz)
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By (3.4) and (3.5), we obtain

e"@=Ish(Tx_ya, (b—1))
sh(Ya_4a, (b—a))

ekla—r)
+ QT)\7+)\+Sh(T)_+)\+ (b — a))sh(T)_ (T — a))
X [—QT)\_+)\+Sh(T)\_+)\+ (b — T))Sh(TA_ (7“ — a))
+Ta_ch(Tr_4a, (b—a)) = Tx ch(Tx_ 11, (b+a—2r))]

@Yy (ch(Ta_qa, (b—a)) —ch(Ta_yx, (b+a—2r)))
2T)\_+A+Sh(TA_+A+ (b — a))sh(T)\_ (7’ — a))

B_:

and
-1

A== 00, sh(Ty ox, (b= a))sh(Xs_(r — @))sh(Ty, (b— 1))
X [Ta_ch(Tx_yx, (b4 a —2r))ch(Tx_(r —a))sh(Tx, (b—1))
+ Tx, ch(Tx_4x, (b4+a—2r))ch(Txr (b—r))sh(Tr_(r —a))
= Tx_ch(Tx_yx, (b—a))ch(Yr_(r —a))sh(Tx, (b—1))
= T, ch(Ta_4a, (b —a))ch(Ta, (b —17))sh(T_(r — a))]
1
T 2T, sh(Ta s, (b—a))sh(Ys_ (r — a))sh(Tx, (b—1))
X [(ch(Ya_4x, (b —a)) — ch(Tx_4x, (b+a—2r)))
X (Ta_ch(Yx_(r—a))sh(Tr (b—r))+ Tr sh(Tx_(r —a))ch(Tx, (b—1)))].

So,
B_ Ty etle=msh(Ty, (b—1))

J 0= 4 = 0 eh(Ta_ (r— a)sh(Ta, (b= 1)) + Tr,sh(To_(r — a))ch(Tr. (b 1))’

By Theorem 3.1, we have for a < z <r < b,

Ex[e_)‘* fOTaATb L(a,r) (Xs)ds—Ay fo 1( 5y (Xs)ds, T, < Tb]
efu(:err)(eTA,(T*l’) e Tal(r— )) e H(G+I)( A_(z—a) _ e*T/\,(w*a))
= e,#(aﬂ") (e’I‘)\_ (r—a) _ efTA_ (rfa)) + efﬂ(a+r) (e’rk_ (r—a) _ e—“rk_ (’I"fa)) f* (T)

e“(“*m)sh(TL (r—1x)) e“(”’””)sh(T)_ (z —a)) ()
sh(Yy_(r —a)) sh(Ty_(r —a)) B
1
— 1))+ Ta,sh(Ta_(r—a))ch(Tr (b—1))

T)_Ch(T)_ (7“ — Cl))Sh(T,\+ (b
e(a—2)

* sh(Tr (r —a))

X [Ta,sh(Ya_(r —2))sh(Ta_(r —a))ch(Tx, (b—17))

+ Ta_sh(Tx_(r —z))ch(Tx_(r —a))sh(Tx, (b—1))

+ Ya_sh(Yx_(z —a))sh(Tx, (b—1))],

1
- Ta_ch(Tx_(r—a))sh(Tr, (b—7r)) 4+ Tr, sh(Tr_(r —a))ch(Txr, (b—1))
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ekla—z)
. sh(Ty_(r —a))
+ T sh(Yx, (b—7))sh(Tx_(r —a))ch(Yx_(r —x))]
emla—z)
- Th_ch(Tx_(r—a))sh(Ta, (b—7r))+Ta, sh(Tr_(r —a))ch(Tx, (b—7))
X [Ta,sh(Ya_(r —2))ch(Txa, (b —1r)) + Ta_sh(Tx, (b —7))ch(Tx_(r —x))], (4.1)

[Tx,sh(Yx_(r —z))sh(Ta_(r —a))ch(Tx, (b—1))

where in order to obtain the fourth equation, we use the following property of hyperbolic

functions.

sh(Txa_(z —a)) =sh (Tr_((r —a) — (r — 2)))
=sh(Ty_(r—a))ch(Txr_(r —z)) —sh(Tr_(r — x))ch(Tr_(r — a)).

And for r < x < b, we have

_ TaNTp _ TaNTh
Er[e A .[0 l(a,‘T)(Xs)dS )\+ fO l(r’b)(Xs)dS;Ta < Tb]

o i(b) (T (b=2) _ (=T, (b=a)
- e—H(r+b) (T34 (5=7) _ o=, (=) f=(r)
B e r=®)sh(Ty, (b —2))
T sh(Ya,(b—1)) F-()
B T,\fe“(a*f)sh(TM (b —x)) e
T Ty, ch(Ta, (b—r))sh(Tx_ (1 —a)) + Ta_ch(Tr (7 —a))sh(Tr, (b—7)) (4.2)

Both (4.1) and (4.2) agree with formula 3.6.5 (a) on p.316 of Borodin and Salminen [3].

4.2 Brownian Motion with Alternating Drift

Let X be a Brownian motion with alternating drift, specified by the following stochastic differ-

ential equation:

dXy = (U1 (—o0,0)(Xt) — 1 (0,00) (X¢))dt + dWy, (4.3)

where 1 € R and W, is the standard one-dimensional Brownian motion. Although the Lipschitz
assumption (2.2) for drift function pu(-) = pl(—s,0)(-) = 1(0,00)(+) fails, (4.3) still has a unique
strong solution, see Prokhorov and Shiryaev [16].

Referring to Li and Zhou [10] and Li et al. [12], for A > 0 the two independent positive

solutions of the differential equation

1
59" (@) + (1L (—o0,0)(®) = HL(0,00)(2))g'(z) = Ag(2)
are given by

_ K (—uty/n2+2))z
9-2{2)= {\/;ﬂ 122"

+ (1 . \/M2M+ 2)\)6(_“_\/“2&,\)9;] 1,0+ e(u_\/u2+2,\)a;1x>0
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and
_ H (n+y/u2+20)z
)= 11— eWTVH
= |(1= 0 )
+ \/u;:_ 2>\e(u—\/u2+2x\)w] 1,50 + e(—u+\/u2+2/\)w11<0.
In addition, we have
m(dz) = 26217 dy

and
Ga(wy) = 1 emllal+id <ewy|\/2>\+u2 _ Qﬂe(rlﬂyl)\/?/\ﬂﬂ)
2¢/2\ + pi2 W
where wy = 2(\/2\ + p2 + p1); see pp. 128-129 of Borodin and Salminen [3].
We consider the case a < 0, 7 = 0, b > 0. Similarly, denote YT := \/MQ + 2X. Then for
z,y >0,

b

Az y) = (1 a 'I/f)\)(e(”_TA)x-F(M-FTA)y _ e(H+T>\)$+(H—T>\)y)

for x < 0,y >0,

) = 07| (o +-) + 20T = ) = Yy shTa)sh(Ta)

and for z < 0,y < 0,
Hz,y) = (1 - T,u )(e(uTx)meTx)y — e(mHH TN e (=u=T)y)y
A

After some calculations, we have for x <0,

T b+ (pu+7T
I)\(a, b707x) _ e(H"l‘ A)JC _ (T}\ — /_]/)e.u‘2+(l + A)aSh(T)\b) (e(u—TA)m _ /’(‘ e(u-‘,—T)\)x)
2(p+17Tx) T3 /x(a,b) p+ T
(T)\ — M)efl“lf(/"f‘i”rk)be(l"“”r/\)xsh(’r)\a)
+ )
(e +Tx)Txfr(a,b)
and for = > 0,

e~(BFTT (T — )erb TN ag— (kT )Tgh (T b)

Ix(a,b,0,2) = -
A0 = 501 (1 + T Ta a0,
+ (T)\ — M)e_ﬂa—(lt+TA)bSh(T)\a) (e(—u+TA)x _ 1% e_(u_;'_'r)\)x) .
T3 fa(a,b) w+ T
Let
Ct = 1
SR TTLR D IS 7 U
1

li :

T2 Al 2 s,

ko= —Ta 4 (2u+Ta a,)e” PEDDIGH(T) a) + Ty e” PED -2 )aeh (T ),
kapi=Ta, + (2uETo o, )ePEDbsh (T b) — Ty, ePHETA 2Pk (T, b),

di o= (=2p £ Tx_4x,)sh(Ta_a) +Tx_ch(Ty_a) - Ty_el72ELA_ap)e

dap = (=20 £ Ta 42,)8h(Ta, b) — To, ch(Ty, b) + Ty, e THETA 02,
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Further define

(T)\7+)\+ _ M)eMCE+(M+TA,+A+)ysh(T)\7+)\+x)

M(z,y) = i, (@,0) ,
A 2(1 — Tk_ltrk-;_ )e#bsh(T)\_+)\+b) N Ap
T fr+x,(a,b) e Hash(Ty_a)

) { . < 1 L M=o >
C_K_—
A2+ Taiay)  Taiia (B Tagay)

_ M(b,a) (C e c_k_ qp ﬂ
LS LTS SN &

—2(1 — T/\,M+/\+ Je Hsh(YTx_4r, a) A

Ay = +
2 Ir_a.(a,b) erbsh(Ty, b)

1 M(b,a)
X l,k,J, —
20+ +x,) T, (B +Ta 4ay)
M(—a.—b)( I_k_pp )}
+ Ik b= ’
T§,+A+ o ptTa 4,

and A 1 M(—a,—b)
B-1:=— _ /% led., e )
sh(Tx_a) [ - (2(# + U ay) Yoo, (+ T 4xy)
)

ptTa 4,

A {l J ( 1 M(b,a) >
sh(Tx,b) | +ib 2+ Txa_4x,)  To g (w+7Ta_4a0)

4 M(_a7 _b) <l+d_7b _ l—d+,b:u ):| .

T?\_Jr,\Jr A Ta 4a,

Combining Theorems 3.1, 3.2 and 3.3, we have for a < x <0,

o ~Ta ATy - TaATY
Ex[e A_ j() 1(@,0)(Xs)d5 )\+ fO l(be)(XS)ds;Ta < Tb]

eMa=2sh(Ty_x) e Hsh(Yy_(a —x))A;

sh(Tka) Sh(T}_CL)B ’
oy frenT . [TanT “HEsh(Ta_(a — x))As
Ez Ao f b l(a’g)(Xs)dS /\+ f b l(o,b)(Xs)dS, o] = €
e 0 0 Ty < Ta) sh(Ts a)B
and R R
E, e Jo """ o) (Xa)ds=ry 777 10,0 (Xa)ds]
B eta=)sh(Ty_2) e #*sh(Tx_(a —z))(A; + Ag) .
sh(Tx_a) sh(Tx_a)B ’
for 0 <z < b,

etsh(Tx, (b —x))A;

Tu/\ﬂ'b T(LATb
Eofe=2Jo" " Lao)(Xe)ds=Ay [¢°7 0 Lon)(Xa)ds. 7 —
d 7o < 7] sh(Tx, b)B ’

_ TaNTh _ TaN\Th
Ez [e - ,fo 1(a,0)(Xs)ds—=A4 fo 1(015)(X5)d5;7'b < Ta}

_erEThsh(Ty x) | e#sh(Ty, (b— x))As
sh(Ty, b) sh(Tx, b)B
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and
Eyfe Jo""™ Loy (Xa)ds=2y [7* "7 10,6 (Xa)ds)
B e“(‘”—b)sh(TMx) eMsh(Ty, (b—x))(Ar + A2)
Sh(T)\+b) Sh(T)\+b)B
Letting p = 0, we can recover the results of Brownian motion.

4.3 Skew Brownian Motion

The skew Brownian motion is a natural generalization of the Brownian motion, which is pro-
posed in It6 and McKean [7]. We now briefly introduce the skew Brownian motion. Let X be a
skew Brownian motion of parameter 8 with 8 € (0,1). Process X is specified by the following

stochastic differential equation:
dX; = dW; + (28 — 1)dLY(X), (4.4)

where W; is a one-dimensional standard Brownian motion and LY(X) is the local time at 0 for
X. (4.4) has a strong unique solution, see Lejay [9]. In addition, from Borodin and Salminen
[3, p.126], we have

24dx, x>0,
m(da) = { 27
21 - pB)dz, <0
x>0,
s(r)y=4 P -
1?57 x < 0;
and
e~ le—ylvV2X _ o—(lz|+ly)V2A o~ (z1+ly))v2A

G/\ T,Y) = +

(z-9) V2X(1 + (28 — 1)sgn(z A y)) V2

In addition, wy = v2\. We refer to Borodin and Salminen [3] and Lejay [9] for more details
about skew Brownian motion and Appuhamillage et al. [2] for an occupation time related results
on skew Brownian motion.

Then for a < 0 < b, the corresponding differential equation (2.4) of skew BM is

A1~ ) /[ o233 [ glade = 5g6) — (1~ 9’ @),

[0,0)

where ¢’ denotes the usual left derivative. We can obtain the two independent positive solutions

1-2
-al) = | ) 4 P L) + 0P T ),

and
1-26

5 sh(zV2)) +e"V2A 1(0,00) ().

gra(z) = e’“/z’\l(_oo’()] (z)+ [
For z,y > 0,
e\/ZA(yfz) _ ef\/2)\(y7m)

f,\($7y): 23 ;
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for x < 0,y >0,

(1-2p)? 1-28
(1—5)3 sh(x\/2/\)sh(y\/2)\) + -

1 _[32ﬁsh(y\/2>\)e—m\/2)\ + e\/2)\(y—ac) . e—\/ZA(y—w);

Nz, y) = sh(x\/Q/\)ey\/Q)‘

and for z < 0,y < 0,

fi(z,y) = 20 1_ 8 (e\/2)\(y—ac) _ e—\/2/\(y—9c))_
We consider the case of a < 0,7 = 0 and b > 0. After some computations, we have for
z <0,
eTV2X Sh(b\/Q)\)(e—\/Z)\(;c—a) +(1- Qﬁ)e\/QA(era))
Vo 2v/2X\(1 — B)3fx(a, b)
. eV2A@=b)gh (a/2))
V2A(L = B)fa(a,b)’

I\(a,b,0,2) =

and for = > 0,
eTVEA  omV2A—a)gh(hy/2))
b = —
Ix(a,b,0,z) V2 BVA S (a.b)
N Sh(a\/g/\)(e\/w\(xfb) + (26— 1)67\/2)\(z+b))
2v2AB(1 — ) fa(a,b)

Define functions
Fi(,y,2) = —/2Ae"VZO- 00 1 /20 4 X )sh(zy/22 - )edV2A-FA0)
+ \/2/\—Ch(z\/2>\_)ey\/2(/\7+,\+)

and
Fy(z,y,2) := \/2)\+ex\/2(>\,+>\+) +/2(A_ + >\+)Sh(z\/2)\+)ey\/2()‘*+)‘+)

- \/2)\+Ch(z\/2)\+)ey\/2()‘*+)‘+)-
In addition, put
0
AI = /\+/ I>\7+)\+(Cl,b,0,l‘)
1
V200 + Ay)sh(ay/2) )
X |:(1 - /8)F1(07aa _a) -

N sh(ay/2(A_ 4+ A}))Fi(=b,a — b, —a)

f/\, (J?, 0)

£y (a,0) m(dzx)

sh(bv/2(A— + A4))(Fi(a,0,a) + (1 — 28)Fi(a, 2a, —a))
26 fr_+x, (a,b)

f)\f-l-)ur(a?b) ’
0
As = )\+/a I)\+>\+(a7b,0,x)§iEzzg;m(dm)
1

V2(AZ + Ay )sh(ay/2A0)
sh(by/2(A— + X)) (Fi(0,a, —a) + (1 — 2B)F1(2a,a,a))
X {(1 — B)Fi(a,0,a) — 2655 +r. (,0)
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N sh(av/2(A- + A4))Fi(a — b, —b,a)
f)\7+/\+ (a7b) ’

b
I (‘T7b)
Ab=x_ | I ,b,0,2)" M
v [ eto 0.0
1

© V200 + Ap)sh(by/2)y)
X {BFQ(—b,O,b) —

_sh(by/2(A- + Ay))Fa(a —b,a,b)
a1, (a,b) ’

b
f)\ (0,1')
Ar=x [ 1 b,0,2)
4 A )\_+)\+(a’ x) f)\+(0,b)
1

V20~ + Ay )sh(by/204)
X [ﬁFQ(o, —b, —b) —

B sh(by/2(A- + \y))Fa(a,a — b, —b)

m(dx)

m(dzx)

f,\,+,\+(a= b)

Combining Theorems 3.1, 3.2 and 3.3 we have for a < x < 0,

and for 0 < x < b,

Eyfe= /o™ Lo (Xa)ds=2s [7* "7 Loy (Xadds, o 1
B sh(z\/2A_)  sh(y/2A_(z — a))
~ sh(ay/2)1) sh(ay/21)

]Ex [e*)\— fOTa/\Tb 1(a‘o)(Xs)dS*)\+ ./‘OT(LATZ) l(O,b)(XS)dS; T < Ta]
_ sh(y/2A_(z —a))

B sh(a/2\_)

E,[e™*- JOO T L a0y (Xo)ds=Ap [T 1(0.0)(X)ds)
B sh(z/2A-)  sh(y/2A_(z — a))
B sh(ay/2X_) sh(a/2X_)

f-(0),

f+(0),

(f=(0) + f+(0));

Eyfe Jo""™ Loy (Xa)ds=ds [7* 7 Loy (Xa)ds, - o1
~ sh(y/2A(b—=))
© sh(by/20y)

]Ez [€_>‘* fom/\rb 1(a,0)(Xs)ds—Ay foTaATb l(be)(XS)dS;

sh(zy/2M;)  sh(y/2A4 (b — z))
= -
sh(by/2)4) sh(by/2)\4)
Ey e 10" ooy (Xa)ds=At [7*"7 10,0 (Xo)ds]
sh(zy/20y)  sh(y/2M; (b — 2))
= -
sh(by/2)+) sh(by/2)+)

f—(0)7
Tp < Ta)

f+(0),

(f=(0) + £+(0)),

Chen Y., et al.

sh(av/2(A= + A4)) (F2(0, —b, —b) + (1 — 28) Fa(—2b, —b, b))
2(8—=1)fr_+a.(a,b)

sh(ay/2(A- + Ay)) (Fa(=b,0,b) + (1 — 26) Fo(—b, —2b, —b))
2(8 = 1) fa_+a.(a,b)
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where y
sh(by/2(A-+A4)) *
f (0) _ BAa_ay(ad) + A1
B 1— Ay — A}
and

sh(ay/2(A-+A1)) «
£i(0) = IR (e + A
A 1— A} — Az

Letting 0 = é, one can recover the well-known results for Brownian motion.
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