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1. If X has a generalized Pareto distribution, its distribution function is
defined as

2=

Hwiy,0)=1-(1+72)

where ¢ > 0 and z > 0 for vy > 0 and 0 < z < o/|y| for v < 0. Let Xy
have standardized GP-distribution, i.e.,

1
H(zo;7,1) =1~ (1+~wo)

with v > 0.

Calculate E[(1 4 vX()¥].

Show that the formula obtained in a) is also true forvy < 0.

Use the relation X = 0Xj and the results in a-b) to calculate
E(X) and V(X) for v # 0.

Find the method of moments estimators of v and o.
1

Show that H(z) = (1 + 7%)1” can be written as

z/o
H(z) = exp{— /0 (1+ )5 dy).

Use the result in e) to show that

dH (x)/dx

() =(oc+ ’ya:)*l.

This is called hazard rate for GP-distributions.



