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Abstract

The matrix-variate generalized hyperbolic distribution belongs to the family of heavy-tailed mixed
probability distributions and is considered to be one of the continuous skewed probability distribu-
tions. This distribution has wide applications in the field of economics, especially in stock modeling.

This paper includes estimation the parameters of the multivariate semi-parametric regression
model represented by the multivariate partial linear regression model when the random error fol-
lows the matrix-variate generalized hyperbolic distribution, using the Bayesian method when non-
informative prior information is available and under the assumption that the shape parameters and
the skewness matrix are known. In addition, the bandwidth parameter is estimated by a suggested
way based on the normal distribution rule and the proposed kernel function based on the mixed
Gaussian kernel function and studying the findings on the generated data in a way suggested for
the model, comparing the estimators depending on the criterion of the mean sum of squares error.
The two researchers concluded that the proposed kernel function is better than the Gaussian kernel
function in estimate the parameters.

Keywords: matrix-variate generalized hyperbolic distribution, multivariate partial regression
model, kernel functions, bandwidth parameter, Bayes method.

1. Introduction

The semi-parametric regression model has gained wide popularity recently due to its advantage
in integrating parametric regression models with nonparametric regression models simultaneously.
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Moreover, most economic models are semi-parametric models. AL-Mouel & Mohaisen (2017) studied
Bayesian estimation based on the MCMC algorithm for the normal multiple semi-parametric regres-
sion model with the conditional ratio between the variance of the parametric part on the variance of
the model error, and the variance of the nonparametric part on the variance of the model error. The
weights matrix was the penalized spline in addition to the statistical laboratory formation based on
the criterion Bayes factor and the application of the findings to experimental data, two nonparamet-
ric functions, and for different samples [I]. However, in fact, there are cases in which the random
error limit of the studied models has tails, which are heavier than the normal distribution. In such
cases, it is important to pay attention for mixed distributions, and from these distributions is the
matrix-variate generalized hyperbolic distribution. Thabane & Haq (2004) generalization the multi-
variate generalized hyperbolic distribution to the matrix-variate generalized hyperbolic distribution
as a mixed distribution resulting from the distribution of the matrix normal variance-mean mixture
with the matrix generalized inverse Gaussian distribution. They also studied some of its properties
and special cases, as well as studying the Bayesian estimation of the multivariate normal linear re-
gression model assuming that the prior distribution of the scale matrix is a matrix generalized inverse
Gaussian distribution [16].

The second section deals with the description of the multivariate generalized hyperbolic partial
regression model as well as the estimation of the kernel function and the bandwidth parameter by
the methods suggested in the third section. In the fourth section, it included finding the posterior
probability distributions of the model parameters based on non-informative prior information and
Bayes estimators. The fifth section included an experimental study of what was included in the
fourth section using the language of Matlab. The sixth section presents the most prominent theo-
retical and experimental conclusions of the study. The last section presented the most important
recommendations.

2. Description of a multivariate generalized hyperbolic partial linear regression model

It is known that the multivariate partial linear regression model is described according to the
following equation: [12 [7]

Yim = X Bm + gm(T}) + €imi=1,2,...,n,m=1,2,... k. (2.1)

Here X; Bm represents the parametric part of the model, and g,,(7;) is the nonparametric part of
the model, which is an unknown smoothing function .The model can be written in equation (2.1 in
the form of matrices as follows: [I]

Y=X3+Wry+e... (2.2)

Whereas, Y is a matrix of response variables of degree n x k, n represents the number of observa-
tions, k represents the number of response variables, and X is a non-random matrix that represents
observations of parametric explanatory variables of degree (n x p + 1). The p represents the number
of parametric explanatory variables, and the ¢ represents the parameters matrix of the parametric
part of the degree (p + 1 x k). As for W, it is the design matrix which indicates the kernel weighted
of the degree (n x s). The s represents the number of nonparametric explanatory variables, ¢ the
matrix of parameters of the nonparametric part (Added parameters) of the degree (s x k), and ¢
is the matrix of random errors of degree ( n x k). The model can be rewritten in equation (2) as
follows: [1]

Yixk = Cnx(p+s+1)9(p+s+1)><k + Enxk (23)
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As:
C=1XW, o= [p"

It is assumed that the matrix of random errors () follows the matrix-variate generalized hyper-
bolic distribution. The probability density function of the matrixe can be found using the concept of
mixed distributions from the matrix normal variance-mean mixture distribution with the generalized
inverse Gaussian distribution as follows: [3] [16]

e|Z ~ MN, v (62,25, 1,), 2 ~GIG(\1,v)

As the probability density function of the matrix of random errors conditional by Z takes the following
formula: .
1 T -1
f(&Z) — Te—ﬁtr(a—ém (e-02)% ) (24)
(2r2)% (5|3

The probability density function of the random variable Z is as follows: [9, [15]

(3)* 1, 9
Zv—l

AN A

According to the concept of mixed distributions, the probability distribution of the matrix of uncon-
ditional random errors by Z is as follows:

/faZ

1/)) tr(e)Tex~ 1K2v - <\/)\w tTET;ZE_l)<1 + tréT;\sE—l))

P(Z) = )+ A2)].Z > 0 (2.5)

(27)% |2 Ky (VAY)
tT‘ETézil 2v—nk tT(ST(SZil nk—2v
(1 + T) 4 (1 + T) 1

As:

A, 1, v: represent shape parameters.

K,(.): represents the modified Bessel function of the third kind of order v which takes the following
form: [7, [15]

Ky(z) = 0.5/ t" texp(—0.5z(t +t71))dtr > 0 (2.7)
0
J : skewness matrix of degree (n x k).

Equation ([2.6]) represents the matrix-variate generalized hyperbolic distribution for the random error
matrix, which is described as follows:

e~ MGH, (0,2, 1,,\,¢,v,0) <> vec(e) ~ MGH i (vec(0), X ® I, A\, ¢, v, vec(d))

Since the Y response variables matrix in Equation (2.3) is a linear combination in terms of the
random error matrix that follows the matrix-variate generalized hyperbolic distribution, the proba-
bility distribution of Y follows the matrix-variate generalized hyperbolic distribution as follows:

The probability density function of the matrix of response variables distribution conditional by
Z (Y Z)that follows the matrix normal variance-mean mixture distribution is as follows:

fYz) = ;e—ﬁtr(Y—CG—éZ)T(Y—C@-&Z)Efl (2.8)
(2r2)7 |52
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Depending on the concept of mixed distributions, the probability distribution of ¥ unconditional by
Z is as follows:

(A)nTketr(YfCG)TJE_l
¥

f(Y> = nk

21) 2 |2] % Ky (VD)

—~

K@ (\/)\Q/J(l + tr(Y*CG)TQ(pY*C@Z‘I)(l + tr&TiEfl) ) N
—nk nk—2v

2v
r(Y-Co)T(y—Co)s! 1 rsTs5—1 1
<1+t< ) (r—co) > <1+t6;\52 ) (2.9)

This distribution can be expressed descriptively as follows:

Y ~ MGH 1) (CO,%, I, N\, v,0) <> vec(Y) ~ MG Hyp(vec(CO), X ® I, A\ 1p, v, vec(9))

3. Kernel functions and Bandwidth parameter

The kernel functions are used in estimating the regression functions, the spectral functions, and
the probability density functions. The kernel function is a real, symmetric, continuous, and definite
function, and its integral is equal to one. The kernel function has other names, including (weight,
shape, and window function) and the following table reviews some types of kernel functions: [8], [13]

Table 1: Some of the kernel functions

Ker ker(x)
Epanchnik (31 —2?) I(Jz] < 1)
Quartic (12)(1 — 22)? I(Jz] <1)
Triweight (2)1 —2?)® I(|z] <1)
Gauss (2m)~0° exp(—% I(|z| < 00)
Uniform 0.5 I(|z] <1)

On the other hand, based on the mixed Gaussian kernel function, the researchers proposed a new
kernel function as follows:
We assume the mixed Gaussian kernel function is described as follows:

(22) ~ N(0, Z)

That Z is a random variable which follows the generalized inverse Gaussian distribution defined in
equation ([2.5)) and uses the mixed distributions. The proposed kernel function is as follows:

ker(x) = /000 ker(xZ)P(Z)dZ

1 )0.25 (3.1)
__®) z? 2% 2
ker(z) = \/%KU(\/W)K%( Mﬂ(l—i—E))(l—l—E)

Equation (3.1]) represents the proposed kernel function and can be called the symmetric generalized
hyperbolic kernel function and is described as follows:

ker(z) ~ GH(0,1,\,1,v,0)
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For example, the kernel function used in the estimation is the Gaussian Kernel function, and de-
pending on the rule of thumb (the rule of normal distribution). The bandwidth parameter at the
second kernel degree is as follows: [4, [14]

Ctl=

hthumb = 1.060n" (32)

Where Appympy is @ non-random, symmetric and positive parameter, the bandwidth parameter is
usually chosen according to the researcher’s experience or repetitive methods to obtain the best
smoothing parameter (bandwidth parameter). This parameter greatly affects the variance and bias.
Moreover, the researchers suggested counting on the rule of thumb and a Gaussian kernel function and
assuming the normal probability density function is a mixed function, so the suggested bandwidth
parameter is as follows:

zawmwafy“ .

Kaus (VM)

Since orepresents the standard deviation of the sample, it is possible to use any other kernel function
according to the following rule: [I4]

hsug. = 1.060775 (

= Crchaug, (3.4)
As: )
 (2VFR(K)\?

CK‘(;aK>> (3:5)

And hg,g represents the proposed bandwidth parameter based on the Gaussian kernel function,
so any derived rule based on the Gaussian kernel function can be inverted by relying on other kernel
functions by multiplying it by a multiplier. Therefore, the proposed bandwidth parameter and
dependent on the multiplier of the proposed kernel function is as follows:

. (KU(\/W)KW(\/W)); 06— (Ky(m)(%)fy"’
37 K (VAD)? ) Kaps (V)

(3.6)

4. Posterior Probability Distributions and Bayes Estimators

In this section, the parameters of the multivariate partial regression model are defined in equation
are estimated when non-informative prior information is available and under the assumption
that the location matrix € and the scale matrix ¥ are unknown matrices and by using a quadratic
loss function.

To find the joint prior probability distribution of 6,3 conditional by a random variable Z we
follow the following:

P(6,%|Z) x P02, Z)P(X|2) (4.1)

Since P(X|Z) represents the prior probability distribution of ¥, which is found through Fisher’s
information of the scale matrix ¥ from the conditional likelihood function of Y and after deriving a
second partial derivative relative to the scale matrix ¥, the prior probability distribution of X is as
follows: [11]

P(X|2) < |27 (4.2)

(pts+1) k+1

P((6,512) o [ 5 51 (4.3)

ptsth+2

P((6,%)2) o 5255 (4.4)
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By combining the joint prior probability distribution of 6,3 with the probability function of Y
conditional by the random variable Z defined in equation (2.8]), we obtain the kernel of the joint
posterior probability distribution for 6,3 conditional by Z as follows:

P6,%]Y,Z) < P(0,%|2)f(Y6,, Z)

_ ntptst+k+2 1 _ _ T _ _ —1
o [T St (Y —CO—82)T (Y —~CO—627)%

(4.5)

By adding and subtracting the amount C0,, 7 to the above exponential function and that 6,, 7 repre-
sents the conditional maximum likelihood estimator, which was found by deriving normal logarithm
of equation ({2.8)) a partial derivation of 6 as follows:

bujz = (CTO)'CTY — (CTC) ' CToz (4.6)

And making some mathematical simplifications, we get the following:

n+k+1 (p+s+1) 1
T2 X7 2 ——trBga !
|2 exp ( 57 rBg )

PO,2]Y,2) « |3

K exp (—%trw —Opiz)TCTC(O - émz)zl)
As: ) )
Bs = (Y = Clpyz —02)" (Y — COpyz — 62)

(pts+1)

We notice from equation that [|X]~ 2 exp(—%tr(&—ém|Z)TC'TC'(9—ém|Z)E*1)] it represents
kernel of the matrix normal variance-mean mixture distribution of # and the distribution parame-
ters are(ém|z, Z%,(CTC)™Y), that [|S|~"2 e 22"B5=7'] it represents kernel of the inverse wishart
distribution of ¥ and the distribution parameters are (£, n).

Therefore, the joint posterior probability distribution of 6,3 conditional by the variable Z is as
follows:

B3z % 1
P00, 2) = D02 ey B
|Z| 2 272 Fk(g) 2Z (4 8)
E )
(‘+C+T1€’ : (tst1) =55 tr(0—0, )T CTC (00, 2)5 71
(2rZ)" 7 |8z

As: I'y(%) :is a multivariate Gamma function that is calculated according to the following formula:[10]

(k—1)k

Lel) = (0 [ e+ 022

j=1

In order to obtain the joint posterior probability distribution of 8,3 unconditioned of the random
variable Z, we integrate equation (4.8)) relative to the variable Z and based on the concept of the
approximate determinant of |Bg|z— through the following relationship: [6]

det(z) = exp(tr(log(z))) (4.9)
Returning to equation (4.8)), the expression |Bg|? can be written as follows:

|Bs|® = |Bs|® I + Bu?
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As:
Bs= (Y —CO0)(Y —C6*), 0= (CT0)"'CTY

By = (Y —CO)'(Y —Cb), 6= (CTC)'CTY
C(CTC)~1CT Is idempotent matrix of rank(p + s + 1), through equation (4.9):

n n n
Bl = |Ba| exp (5tr(log(Ii + By))) (4.10)

Depending on the Maclaurin series, the: [6]

8

tr (log(Ix + Ba))

p=1

And by using the Maclaurin series of the exponential function in equation (4.10)):

n n = n" = (_1)p—1
Ry A S

r=0 p=1 p

T

And taking the terms of the series up to the second order, we get:

n n (tTB4)
Bg|z = |Bs|2 |1 —t By
Bl = Bl 1+ o+ G

Accordingly, the joint posterior probability distribution of €, unconditional of Z and according to
mixed distributions is approximate as follows:

P(@,E\Y):/ P(0,%|Y, Z)P(Z)dZ
0
|B3|2|OTO| ( ) elr(Y =Co0) 51571 Jir(9—0%)TCT (=5) 71

P(0,X[Y) = *

(p+s+l)k n+{p+s+1}%k+l nk
(2m)

= 214 (3)2K.,(VN)
FKWWW L+ )1+ )

D e

1+tr©* /1
2K oot paesnea (\//\1/)(1 + ) (1 +

2v—k(n+(p+s+1))+4 * 2v—k(n+(p+s+1))+4
(%)+( 1+62/)\)+

L5
2K 20 ktnsprssi e (\/Mﬁ(l +1ro* /) (1 + trf;))

( A ) 2v—k(n+(pts+1))+2 ( 1+65 /X ) 2v—k(n+t(p+s+1))+2
= 4 = 4
Y 1+—”§’

2K2v7k(n+(;§+s+1))+8 (\/)\@/)(1 +tro*/yv)(1 + trjs )) 2 A
o + ?(tr(Y — CONTS By Y)?
¥

n gtm{T(s;Bgl

tré;

)
) —ntr(Y — C0*)" 61 B!

(trorT o1 By h)?

oo|3m

2v—k(n+(p+s+1))+8 1+t7~6§/)\ 2v—k(n+(p+s+1))+8
4 (1+»tr®*/¢) 4

(continued on next page)
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(continued from previous page)

2K 2o ktns ot <\/>\¢1+%)(1+%)> 2

n _
3 — o (tro; 61 By )
()\ ) 20— k(n+(p+s+1))+4 ( 1+ 2v—k(n+(p+s+1))+4 2
¥

wee) (4.11)
QKM (\//\w 1 + tre*)(l + ”55) >]

2= k(nt (s 1))46 147
(%) (Htre* )

* <tr(Y — Cé*)T5TB§1>

2v— k(n+(p+s+1))+6

As:

o — (33 +(0—6)TCTo® - é*)) S 65 = (5;%; + 5T0(CT0)—10T5> »-1
We notice from equation (4.11)) that it is difficult to find the posterior marginal probability distri-
butions of 6, > unconditional of the random variable Z, so the posterior marginal distribution of the

location matrix 3 conditional of Z will be found by integrating equation (4.8]) relative to the scale
matrix X as follows:

P((0)Y,Z) = /EP((H,Z]Y,Z)CZZ

B bl CTC EF n+(p+s+1) n+(p+s+1
poy.z) = 5L (le ) g o O 2) T CTC(O = Oy 2) |5 (412)
(m) Fk( )
It is possible to rewrite equation (4 as follow:
(;D+s+1)
B crc
P((0)Y,Z) = R(k,(p+ s+ 1),7) |Bsl” cTCl: (4.13)

_ 1 nt(ptstl)
1’ 3

L + (0 = Oy z) " CTC(0 = Ouni2) B
(n+(p+s+1)
2

R(k,(p+s+1),r)= = (i)

T , 1 is degree of freedom
(m)" 2

And using property of Box and Tiao. [2]

[k + Pixpts+1)Qprst1yxkl = Hprst1) + Quorst1)xkLrx prs+1)]

Thus: )
1),7)|Bs|~ "= |CT
POy, 2) = — R @ rsE D OB 7 ¢ C'Lmsm
[Tprss1) + (8 = Omiz) Bs (0 = Oimi2) T CTC|
And surely:
Rk,(p+s+1),7r)=R(p+s+1),k,7)
Fk<n+(p+s+1) ) F(p+s+1) ( n+(p—2&-s+1) )

(pts+D)k

otk = ke B
(7) Th(3)  (1)77 Dppapn (P2l

Hence, the posterior marginal probability distribution of the matrix 6 conditioned by the random

variable Z is as follows:
| (p+9+1)‘

| Bs CTO|T gy (M)

2
(p+s+1)k

()72 T gy (L) (4.14)
~ 1 A~ T ~T _n+(p+s+1)
*Uptsr) + (0 = Omiz) Bs (0 = Omiz)" C"C|7 2

POy, 2) =
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We conclude from equation (4.14]) that the posterior marginal probability distribution of # conditioned
by the random variable Z is skewed matrix-t distribution of the parameters (6 z, Bs, (CTC) ™!, r =
n — k + 1) and is described as follows:

01Y,Z ~ Mty oi1)k(Omiz, Bs, (CTO) 1) 3 vec(8]Y, Z) ~ Mty iy (vec(Bimiz), Bs® (CTC) L )

Accordingly, the posterior marginal probability distribution for # unconditional of the variable Z and
based on the concept of the approximate determinant defined in equation (4.9) of |/(p4s41) + (6 —

ém|Z)BS_1(9 — ém|Z)TCTC|’n+(p§SH) and |Bg|™ ) and conducting some mathematical operations
and taking the limits of the series for the first order will be as follows:

POlY) = /OOO P(0)Y, Z)P(Z)dZ

EECTO)E ) T ey () Tog, 3w
7T<P+92+1>kr(p+s+1) n— k+(p+s+1 2K /N [ (%)%

— &tr(0 — 6°)B; (0 — 6*)TOTO + &tr(0 — 0985 B 20 — 09)TCTC
— &tr(0 — 0°)(Y — CO9)T6: B3 2(0 — 0+)"CTC — &5tr(0 — 6+)B; 167 C
+ &4tr(0 — 04)0TT 51 By 20T C — &5tr(0 — 0%) (Y — CO*) 81 By 207 C
(
(

| B3|~
POY) =

— &tr(CTCYTCTSB 16T C + &4tr(CTC) 1076677 67 By 207 C

— &tr(CTC) I CTS(Y — C04) T8 B 267 C — &ptrdt T 6 By

+ &tr(Y — CO9) T8 By Y + &otrdi L6 By (0 — 0%) By (0 — 69)TCTC

— Eyotr8;ToT BT (0 — 0%)8: 0T B2(0 — 0)TCTC

+ Entrdt T8 By r(0 — 6%) (Y — C0%) 6t B2(0 — 69)TCTC

+ 265tr0t T 6 By (0 — 6+) By 16T C

+ 4€10tror T 8T By (0 — 0°) (Y — Co") ot By 26T C

+ &otrd; 0t By 1 (CTCY L CT 6By 16T C — &19trdi T 07 By 1tr(CTCY 1 CT 667 61 By 267 C
+ Estrd T o By tr(CTO) I CTs (Y — C0%) 6 B 26T C

— Eutr(Y — Co")75'B 1tr(9 0*)B; (0 — 9T CTC

+ &ntr(Y — CO)Tr By tr (6 — 9*)5*%* 20 —-onTcte

— 4&otr(Y — C0) T8 By tr(0 — 0°) (Y — CO)Tor By 20 — 09 CTC

— 4&otr(Y — CO0*)T6* By 'tr(0 — 6*) B3 167 C + 4€yotr(Y — C0*) 67 B3 'tr(0 — 0%)6:76* B3 267 C
— &ntr(Y — Co" 5B 7“(9 0*)(Y — Co*)T5rB; %67 C

— &utr(Y — COOT§r By tr(CTC)tOT 6By T C

+ &str(Y — CO)T6B 1tr(CTC) LoTset 5t By 26T C

tr

— 4&tr(Y — OO o1 By tr(CTO)TCTo(Y — CO*) o1 By 267 C
(4.15)
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As:
_nt(@+s+l) _nt (Pt s+1)2K0(VAY)
51_ 9 ) 52_ 9 (A)UTH
p
to = (o (pa - ) ) €= (o (e ) )
¥ ¥
6= 20+ v+ 1) 2200 g = LBl
P Y
57:(p+§+1>2K1();2)<U\2+/2W)’ ng(p—l—S—i-l)QK’%(U;l\//\_w)
() ()
£ = (P+s+1)(n+(p+s+1)) 2Kui2(VAD) f10 = (P+s+1)(n+(p+s+1)) 2Kua(VAD)
9 1 = 1 ()
_(p+s+ D)+ (p+s+1))2Ku3(VA) _(p+s+ D)+ (p+s+1))2Ku6(vV M)
511— 9 (%)UTH ) 512— 4 (%)UTa
£y = (P+s+1)(n+(p+s+1)) 2Ku15(VAD) fa = (P+s+1)(n+(p+s+1))2Ku1(VAD)
3 2 = 2 )+

We notice from equation (30) that it is difficult to find the Bayesian estimator, so it will be found
through the concept of mixed distributions and according to the properties of the mathematical
expectation as follows: [5] [16].

0 = EzE@z((0]Y. 2)

Kerl(\/W) A )—0.5

Ko A0) 0

As for the posterior marginal probability distribution of the scale matrix ¥ conditioned by the
random variable Z, it can be found by integrating equation (4.8]) relative to the location matrix 6 as
follows:

05 = (CTC)'CTY — (CTC) 1T (4.16)

PX|Y,Z) = /P(9,2|Y, Z)do
9
|Bs|: 2% 1 .
= exp(———=trBg> 4.17

Equation (4.17) represents the inverse wishart distribution of parameters (%, n) for the poste-
rior marginal probability distribution of ¥ conditional by Z. Based on mixed distributions and the
approximate determinant previously defined in Equation (4.9) for |Bg|z, following the same steps in
finding the joint posterior probability distribution off), > unconditioned by Z, we conclude that the

posterior marginal probability distribution of the scale matrix ¥ unconditioned by Z is approximate
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as follows:

P(SY) = / N P(XY, Z)P(Z)dZ

PXY) =

| By |3 etr(Y—ComTarsT! [sz nk \/)\w (1+ =) (1+ 52))
n+k+1 nk n trrg o—n
2 22 Th(5) Ko (VAY) (2) J“(HTAH)Q -

1+

+ gtrachs;Bgl

K oumes \/w (1+ Z0)(1+ £2))

irry 2v— nk+4

nk+4 1+
()7 (i) ™

—ntr(Y — C0*)'6; By *

KQU—;LIC+2 \/)\¢ 1 + m)(]‘ + ”’%))

(%) —nk+2(1+t”2 2v=nk+2

1+t:;1 )

K2v7727,k+8 \/)\1/} ]. + m)<]— + tr%))

_ trrg
(%> nk+8 ( 1It7‘71 )21; Zk+8

%(t ro: 78 By )2

(4.18)

| 3,

+ —(tr(Y — 00" ''6: By 1)?

K2’v7'nk+4 )\w 1 + m)(l _'_ t’,‘%)) 2
ruly — 5 (T8 By )

k+4 148772 2p—nkta
()= (g =

K 2umgiic \/w (1+ Z2)(1+ )

(tr(Y — CO)T67 By )

irry 2v— nk+6

nk+6 1+
() ()=

As:

= ByX !, ™ =0rTeryt
By = (Y — CONT(Y —C0%),0* = (CTC)'CTy, o= (0—c(Ccro)tcTs)
It is difficult to find the Bayesian estimator for ¥ from equation (4.18)). Therefore, it will be found

through the concept of mixed distributions and according to the properties of the mathematical
expectation as follows:

= EzEp2((2)Y, 2)
(Y = CONT(Y = CO) Ky 1 (VAD)
n—k—1 K,(v/AY)
57767 Kut(WAD) A\ g5
k1 K(/A) D)

. Aos (Y =006 +6:T(Y — CO)
N = (=)™ — 7 4.19
P n—k—1 (4.19)

(8

5. Simulation

This section discusses the application of the mechanism reached in the sections (2, 3, 4) to
data generated in a suggested method for a multivariate partial regression model with random error
following the matrix-variate generalized hyperbolic distribution.
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5.1. The Proposed Method for Generating Random Data

It is difficult to generate random data from the multivariate partial regression model when the
random error limit follows the matrix-variate generalized hyperbolic distribution. Therefore, it is
resorted to generate these data through mixed distributions, as the matrix normal variance-mean
mixture distribution and the generalized inverse Gaussian distribution previously mentioned were
used.

Whereas, random observations were generated from the distribution of the multivariate standard
normalZ, and since Z = (¢|Z—07)(Z%)~%5 and ¢ represents the matrix of random errors of the model
from which the observations are to be generated and through the concept of mixed distributions as
follow:

€lZ =2 (Z%)° +67 ... (5.1)
€= / (e|Zz P(Z)dZ

Kzo1 (V) K1 (VD)

+6 S

P

g = 220'5 : 1 1
E,(VAD)(3)T Ko(VAD)(3)2

Equation represents the matrix of random errors, which follows the matrix-variate general-
ized hyperbolic distribution.

The following algorithm shows the proposed method for generating random data from a matrix-
variate generalized hyperbolic distribution:

(5.2)

1. Assume we have the number of observations (n = 100) and the number of response variables
(k=2).

2. Generate random numbers from the standard normal distribution with n observations and k
variables of response and let the standard normal random number matrix beZ.

3. We put (¢|Z = Z % (ZX)" + 6Z, knowing that Z represents step (2).

4. We find the generated observations € which represent the random error observations generated
from the matrix-variate generalized hyperbolic distribution taking into account the assumed
values of the shape parameters (A, v, ) and skewness matrix (§) defined in Table 2.

5. For the purpose of generating observations from the partial multivariate regression model, we
generate the observations of the two explanatory variables (p,s = 2) for the parametric and
nonparametric part (X, X3) and (¢,t2) through the following equation:

Xj = 2Xj’dj

Since u;represents the standard uniform distribution, X'jrepresents the arithmetic mean and
they are usually assumed values ,and the nonparametric part W represents the kernel weights
one time we take it to the Gaussian kernel function and another we take it to the proposed
kernel function which was previously defined in equation (3.1) and based on the rule of thumb
to choose the bandwidth parameter for both functions and the nonparametric variables (¢, ts)
is a standard normal variables.

6. Randomly assumed values are given for § and ¥ and for shape parameters they are given
random values depending on the state of the studied distribution A, v, v > 0 and as in Table 2
below.
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Table 2: Approved default values for all parameters

A 2 v 9(p+s+1)xk Ykxk o
T T

2 14 5 3 41 1.5 2 0.6498
1.5 3 25 1 34 2 3 0.9347

1 5 0.5 2.5

2 7 3.5

7. After substituting step (4) and observations of the two explanatory variables for the parametric
part, the kernel weights matrix for the nonparametric part defined in step (5) and the assumed
values of the parameters defined in step (6), we obtain 4 models based on the combination
between the assumed values of the response matrix Y.

5.2.  FEstimation of model parameters

The location matrix ¢ and the scale matrix > were estimated in a Bayes method when non-
informative prior information was available and under the quadratic loss function. The comparison
between the estimates was also made using the mean sum of squares errors and depending on all the
combinations between the default values shown in Table 2 by using a program Matlab-R2016a.

Table 3: Mean sum of squares error for the estimator of location matrixz 6 and scale matriz 2.

Models (), o, v) Gaussian kernel function proposed kernel function

0 5 0 5
first(5,0.5,2.5)  0.0472 0.001} 0.0173 0.0026
second(5,0.5,2.5) 0.0633 0.0097 0.0405 0.0081

We notice from Table 3 that the best estimator for § and ¥ it was at the proposed kernel function
and third model, this estimate is as follows:

b — 1.97431.3448 5.12903.0614 4.0104 1" & 1.5412 2.0051
B ™ 11.56492.8636 2.64491.1322 3.2859 ’ B 12,0051 2.9627

5.83. Matching Generated Data

The following figures show the matrix of generated and estimated response variables that follow
the matrix-variate generalized hyperbolic distribution for two models (2,3) as they are chosen ac-
cording to the following (the highest , lowest mean sum of squares errors) respectively of 6 and for
the proposed kernel function:
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Figure 1: generated and estimated observations of the second model

Figure 2: generated and estimated observations of the third model

6. Conclusions

The most important theoretical and experimental conclusions of this research were as follows:

1.

The posterior marginal probability distribution of # when the error is twisted is an uncommon

approximate distribution.

The posterior marginal probability distribution for ¥ when the error is twisted is an uncommon

approximate distribution.

Find accurate Bayesian estimates for the approximate posterior marginal probability distribu-

tions.

The parameters estimators under the proposed kernel function of twisted error override the

estimates for the Gaussian kernel function.

7. Recommendations

We recommend conducting an applied side of what was reached in the research on data related to
economics and comparing the proposed kernel function with other kernel functions defined in Table

1 to know their efficiency, In addition, balanced loss functions are used to estimate the parameters
of the model.
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