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Abstract

We consider the problem of estimating the parameters of heavy tailed distributions. In general, maximum
likelihood estimation(MLE) is the most preferred method of parameter estimation because it has good prop-
erties such as asymptotic consistency, normality and efficiency. However, MLE is not always the best solution
because MLE is unstable or does not exist in some cases. This paper proposes another parameter estima-
tion method, non-linear least squares(NLS) and compares its performance to MLE. The NLS estimator is
achieved by minimizing sum of squared difference between empirical cumulative distribution function(CDF)
and a theoretical distribution function. In this article, we compare the NLS method to MLE using simu-
lated data from heavy tailed distributions. The NLS method is shown to perform better than MLE in Burr
distribution when the sample size is small; in addition, it performs well in a Frechet distribution.
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1. A2

FAA A EERE B4 (parameter) & FH 3= AL 7P 7| EFoHAE F83 doth. #&H

22 FE 443 FERYH 29 gt AES B4E T2 N, Thgst %71]1—1 HEES
A& ALAol et =% 753 "k

S &
o A BT 5 Yom, O gopt Loz BT 4
ubd o2 AR EE B4 24 Yo Z = HY$EFA 3 (Maximum likelihood estimators; MLE)
Wlo]= == (Bayes estimators), &E5% % (Method of moments estimators; MME), & 44|53
A& (Least squares estimators; LSE), & 4AF4H2-H 32 %(Minimum variance unbiased estimator;
MVUE), & 3A13 &3 +% 2 (Best linear unbiased estimator; BLUE) S°] It} I A= 7}
uBHoR AEHT 9t 4% MLEo

MLE+ $E3%<(likelihood function)& ZH3}sl= = ] sk 24X ojty. MLE= 223 270]
WEE QS W], YA (consistency), HTA (normahty) £ (efficiency), ¥4 (sufficiency), &
A (invariance) 5 oj8 WA £2A42 & 71X 7] Wl 71 AsEE 24 4 Wolt
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(Hogg &, 2012). stA|¥k o]2|dt FAE0] Be Aol A8H= AL otk $=37F & FoH
A A, Ame] Aol UL wd MLE7} A3 e A9E Ut E MLEZF ZZH?S]":‘]F/]‘—-—
FolA AFe FL H4EES BF UEHA o2 = ok MLE: Fe8oz AL 73 4

T JAT FA A (numerically) & &2 Al bsjoF k= A= Wrh o33t Aol thkdt H A3} ‘ﬂo]"?j
£ (optimization method)< AFg-3A MLES A4 & 4= Qlt}.

r{r

T gE 24 23 9 sl ¥l43d H4AAF N (nonlinear least squares; NLS)-S AP RS}
4~ (empirical CDF)&} o] 84 X 2ol AFEE H 43} she Wyolth. NLS =422 ojm st
TEAE AR 7hsstthe 3ol AA T, MLES) nkad7ix| 2 H A3} 4171 A8t 3k 2 7] X0
A o2 Qrf= AL AT 9 u} Song¥} Song (2011) +=#olA+& NLSS] ol#g &S W
A3t A2 B4 F4 e NLS-2E A|9hetgla, 34 24 (shape parameter)7} OEE]- Z gt
3} 9} E 1 Z (generalized pareto distribution; GPD)Oﬂ HAQAA B A7 MLE Bt} 84 22 A
= ety B =FoAe NLS-2 i8S Uil 227} obd the B2 J8A1A B, 1

3% MLES} vlas] B gt

B =R oS T 2ol FAFe] Stk Al 27X e o] =RolA AHEEHE MLESH NLSHH 2L 2t
23] Atk Al 3FolA e B AFe F3te] ofe] 7HA] EEoA] NLS-2 W EF MLES] A%5&
vl ste] o} wpx|go 2 Al 440 M= AEo] AA "L

-
O

A9 E2HLH(MLE) S TR Loy, ..., 20;0)F Arhs} o= 24 polt}.

0= argmeaxL(O;X).
MLEE 248 270] w58 290 A4, A74, &AL, S84, 204 5o s £ A4S
& 7Rt 53] QBAL BHA) 57 S50 Wel, MLE} 8402 23k 60l S athe 2
o 2] 714 $2 42 Fol shfolnt.

lim p(’é—90’>6)20, Ve > 0.

n— o0
MLE7} 434S 71A7] A& tha3 22 2 E°] %55 oo gt} (Hogg 5, 2012).
1. pdfis A& FRETE 5, 0 £ 0o & f(e]0) # f(e|00)°]Tt.
2. pdfE 2E 0°) U8l 5% w3 (support) & ZHe
3. A O Q bl Y= Holrt.

st

X1,.., Xno] B3 Al 7HA 273& dESHA SRF. A71A G F BFolal, f(x; )+ Qe e
goll thall W& 7lsaich SEAlo] §Us 02 7 E, = 6,9 x| FA o},
MLEZ} @3#4& 7HAA sk 3714 A2 2738 53k oY 5714 =

2 AFEEES e

1. 6 eq.

2. £(X;6) > 00]3 0o] 4] ALHOZ = W u)it st
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3. [supgen || Vo F(X;0)||dz < coo]aL
4. I = E(vVeIn f(X;00)f(X;60)):
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, [ supgen || Voo F(X;0)||dz < coolTh.
3] A K (Fisher information)”} £2)3}al, A (nonsingular)©]

o}.
5. E(supgey || Vo £(X;6)]]) < ooolth.

Vvn

(0-60) =N

=7FsslA 0p(0)/00) =
T Tk

H]—\ﬂlio

HT T

3

o S~
= 3k &}

ST 7) i
<2 MLEE X HdAog A & 5

F2A PHoE MLEE Foh=
Sampson, 1976; Givens®} Heoting, 2005),

0= AN T 5 gl A9, B A5y &4 EAe= 4
ol et A% Wk A 9l (iterative) AMFE T3] & 4= Qlt).
Newton-Raphson ¥}$ 3} Fisher scoring ¥ (Jennrich}
EM ¢38]% (Dempster 5, 1977) 5o] St}

2.2. NLS-2

- gt~ (Empirical cumulative distribution function; ECDF)

lr‘—zi—Ev—i‘?_‘?j]'—/ﬁ—(Theoretical cumulative distribution function)& SHHTE &

']'Zﬂ*i}(remdual um of squares; RSS) & HA3s= 248 35 W ot} NLS-2 #9

A 24 NLS WS AHBU A2, Aol B WA HAYE, TS T ey
Fol A WA, AU TAUERES o3 TR

QAR 3 43 ol A E 4

27142 AHgao] A% 24

L H3335
_,_79'_‘:___1._31-

=
[s)

et oA 47 20
WeE so] 8742 Aech

L ONLSl2 27 1x7 £9)

AAF S A 2sshe

U

‘_)_

o] W ol FAx) HNL925 NLS-2 F4 )2 3}

= 47 A& F 43 PHo = RY “optim” FE AMS-Str)
TAANA 717 gl AR E L k. B =FolA+ Song¥ Song (2011)o|A4 ARE-SE vie}
A3} deg]£9l “Nelder-Mead” (Nelder®} Mead, 1965)5 AR&3l9t). ©] NLS-2 &2
% Az} ol BZE 0] &3 POT ¥y (McNeil#} Saladin, 1997)0lA 27} F7-2
Foll 7P e A HoFr}

Pl Al A 33 o &

Wi

J=-9
o=

H Ay o

o e o
i oX
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Table 3.1. RMSE for Burr distribution (¢ = 1, k = 0.05,0.5,0.1, 1)

c=1 k 4
n\k 0.05 0.1 0.5 1 0.05 0.1 0.5 1
10 MLE 0.046970 0.084835 0.253475 0.465075 6.127164 10.58759 12.15393 4.281369
NLS2 0.143761 0.146727 0.263571 0.500559 1.077350 1.856663 2.701746 1.542783
25 MLE 0.037046 0.059599 0.144267 0.240938 4.754534 6.382732 0.749314 0.226920
NLS2 0.087224 0.091468 0.161672 0.246598 1.187711 1.852230 0.880990 0.243912
MLE 0.028235 0.040504 0.099771 0.164187 3.142021 2.681809 0.201382 0.145829
50 NLS2 0.058922 0.064813 0.113209 0.172311 1.200085 1.394026 0.237558 0.156750
100 MLE 0.019582 0.027432 0.069308 0.111647 1.436834 0.600239 0.130667 0.096042
NLS2 0.040596 0.046809 0.079493 0.118953 1.021705 0.873140 0.152710 0.106858
200 MLE 0.013355 0.018822 0.049018 0.079074 0.490935 0.219291 0.086973 0.066205
NLS2 0.028751 0.033442 0.056335 0.084968 0.750708 0.462103 0.102148 0.073088
500 MLE 0.008716 0.011994 0.030596 0.049779 0.193185 0.121580 0.053621 0.041957

NLS2 0.017889 0.021569 0.035480 0.053311 0.415212 0.234882 0.063502 0.046643

3. Po| A3

BYAHGAE o7 74x] Bxzo] thdt 2o A8E AAst, Z Ao thsiA NLS-2 FA2)9
MLESY] AS5S v|ws)] Egrt. 2oads 23z, IAE 3 (Cauchy distribution),
2 M B3 (Frechet distribution)o|t}. Reojad e 42 o237} 2t

1. 5ol §5 #xE =2+ LS £47 10, 25, 50, 100, 200, 5007f FZ it}
2. AuE EEEOA NLS2 W7 ML € AHEale ue) 2375 2

3. @4 1, 25 10,000 RHE&to] B Al F2 L AHRMSE)E T3ttt

rulru

3.1. Burr 2%

Burr 23+ 2709 #4RS k,c5 7HAIL At

x

f(x, k,C) = ]CCW, k,C > 0.

burr 2+ ojH g +H ©F ARAME A JFesitke AR E ZHAL Sl 8, AL 24, A
BYEE S A 2 AEF 3 I (Dasgupta, 2011; Todd 5, 2010; Wingo, 1983).

Table 3.191Al= c7} 12 14 Ho] & wf k& 0.05, 0.1, 0.5, 12 W3} A/AZFAA ZJL2PE 3
3}k E ol Qi Sats W AR oA UERlH, Zzke] Aot R WA Sof 9= 5
A= mleol] &3 Axtolx, F WA Fol Y+ A= nls-20] #SF Arfo|t). o Fo] Table 3.19]
A 7 9% el Y= 0.046970= k7F 0.05, ci= 191 Burr XA 107]9] BHE FZ310] kol o
St MLEE A4k 21 100009 wHE81 A4 U2 RMSE gtolth 6.127164+& 22 W02 cof vigt
MLEZ A4 A L} RMSE Zto|t}. Table 3.2 dlg|2 24 k7F 19 wf 24 2 0.1, 3, 5, 1002
HASIAIAZIE A 2] RS A3 Aoty U A& Table 3.13% 543t
7t 12 3R] Qe 4%, TE 7 10712 woll= ¢9] RMSEZF 2E 7oA NLS-2 whio]
MLEX T} 95314 2gtth. BRe| 47} 25, 507 Q wlol=, ¢/} 12 TAE S 9L ul, k7] 0
0.191 A%, é9] FAS NLS-2 ¥ &o] AN Hsigltt x| 71 5718 5, 7 Wy 257 4

.
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Table 3.2. RMSE for Burr distribution (¢ =0.1,3,5,10, k = 1)

k=1 k ¢
n\c 0.1 3 5 10 0.1 3 5 10
10 MLE 0.456600 0.468554 0.451072 0.415376 0.636282 11.16739 2.502470 33.15333
NLS2 0.432449 0.454085 0.417414 0.615075 0.145621 5.041943 6.660558 12.26294
25 MLE 0.236900 0.231670 0.239659 0.235361 0.022214 0.682381 1.059827 2.059414
NLS2 0.243868 0.242304 0.243207 0.237998 0.022254 0.731130 1.115363 2.184877
MLE 0.157307 0.161673 0.158402 0.159556 0.013793 0.432154 0.711455 1.468682
50 NLS2 0.164464 0.166789 0.168400 0.164158 0.015185 0.454781 0.758268  1.56061
100 MLE 0.108763 0.109403 0.106856 0.116280 0.009446 0.284582 0.480871 0.998302
NLS2 0.116535 0.116463 0.115078 0.122001 0.010114 0.308573 0.530691  1.044763
200 MLE 0.079066 0.078969 0.078329 0.079121 0.006703 0.199055 0.332406 0.663842
NLS2 0.084290 0.083943 0.083813 0.084029 0.007435 0.219570 0.368382 0.735240
500 MLE 0.048538 0.049925 0.050304 0.050352 0.004125 0.126062 0.215452 0.415856

NLS2 0.051060 0.053628 0.054005 0.053927 0.004644 0.139255 0.237506 0.472037

Al gl A 42 gl RMSEZF #rotxlon], O £57F MLES] 7971 o wehx 2829 7}
1009 wloll= ¢ = 1,k = 0.05¢1 3¢ o]go= MLE2] @701 o ook =3, FEEo] 2007 4L
wjoll = MLEZ} & 7%l tfs NLS-2Et} E4th A, ¢ A B8 71 2 ufl, T FAZ9
RMSEZ}] bl 242 wbd, 9] 471 2-& wjo= NLS-27} MLE Et} 95314 Z3ith. 24
d A3, MLES] 3¢, 529 71 22 Aol 7 ghollA F733] w@o] BojA e gho= FH87]
T Bl o Sof, R 471 107 L Wl ¢ =1,k = 0.052 A NLS-29] RMSE7} MLE Xt}
6l 7k ZHA] VrERTE Wb kol thst A2 ALY tiREe] Ao MLES 4so] NLS-2 Bt}
FA Ve

k7 2RSS A =3 T2 /47 1071 woll= ke ¢ 24 A| 5%, NLS-29] HhOl MLE 2
o} okt B2 471 Z woll= NLS-28F MLE 7kl 2 zpo|7} vreh}A] 9k Aol wls), &
7} 2& wjoll & NLS-2 ®20] MLE B} A& AR 230& 3330t

Q=R
=
k

%

3.2. ZMl 2= (Frechet distribution)

ZYA ExE dukst Z o] 232 (Generalized extreme value distribution; GEV) 9] 3lUz AR
&(shape parameter)&]— A 24 p(location parameter), 2T 2 o(scale parameter)S 7FX| 1 T}
(Abd-Elfattah®} Omima, 2009). £3ko] S48 F74-2 AYEXELE ZH=t}. Songd} Song (2011) =&
oA el o] AARFE f2l A G o] ohBR 007 F1 AFS ISt

“N - () >0

=

F(2:0,6,p) = e (7655

Table 3.3 AR 47} 20|31, AT RSE 2474 0.1, 1, 5, 10Q wjo] Aso|t). Z+zhe] A2 tis] A
WA £ mleol] that Astelnr, F A 2 nls-20]] tidt Bjelth Table 3.4+ HitE =47}
19w, YARSE 0.2, 0.5, 1, 322 AFP7 A3 dto|t}y. WA= Table 3.33 2t}

Table 3.39] A3} BE 7o tfs] NLS-2 W28 A839S we FaAlgaext gtol g =
27 e /\}_&s} < wjEoh A Yebgth. 3 Table 34004 % MLERTE NLS-29] A%o] o
£ 397 gkt —‘—5—161, HeRe7E 19 o ARSI 1 o)l Aol tisiae tifE NLS-27F
o kel 77tk AERS7E = oS uwl, £ghol S wi: ML HHe] NLS-2 #hHET) o
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Table 3.3. RMSE for Frechet distribution (£ =2, ¢ = 0.1,1,5,10)

£=2 g 3
n\o 0.1 1 5 10 0.1 1 5 10
10 MLE 1209839 11635072 281773.2 114993 3.023063 4.174457 4.252675 4.41018
NLS2 0.327653 1.825353 16.65919 19.31991 1.743241 1.270816 1.51692  1.51593
95 MLE 499.7174 832.4911 26621.91 10548.19 1.178201 1.271968 1.406737 1.544023
NLS2 0.089315 0.358411 1.206336 2.865569 0.776794 0.746086 0.735103 0.718412
MLE 7.545466 939.0829 309.4099 119.2557 0.569418 0.609804 0.581187 0.616264
50 NLS2 0.018295 0.168471 0.807894  1.63844 0.521240 0.509060 0.490990 0.487384
100 MLE 2.339807 20.16039 14.55087 47.84729 0.384974 0.439101 0.384436 0.394686
NLS2 0.012635 0.113552 0.571048 1.149248 0.351836  0.324456 0.328351 0.329407
200 MLE 0.114386 3.763678 36.03459 102.9583 0.409124 0.393661 0.396735 0.43787
NLS2 0.008785 0.077691 0.395415 0.767146 0.237803 0.226949 0.224578 0.221492
500 MLE 0.350933 17.56801 4.796533 14.71905 0.402904 0.418483 0.403948 0.434897

NLS2 0.005115 0.047876 0.236549 0.491466 0.145135 0.137858 0.138392 0.142923

Table 3.4. RMSE for Frechet distribution (£ = 0.2,0.5,1,3, 0 = 1)

oc=1 o 3
n\¢& 0.2 0.5 1 3 0.2 0.5 1 3
10 MLE 0.352663 0.540314 20.7705 801236812 0.705035 1.24583  2.210809 6.137367
NLS2 0.88976 0.919504 1.31615 2.68222 0.656349 0.732367 0.891679 1.927381
25 MLE 0.18303 0.23176  0.341115  12577.79 0.217622 0.242652 0.372135 1.786802
NLS2 0.26905 0.30408 0.337078 0.26645 0.317141 0.396664 0.521734 0.988366
50 MLE 0.134418 0.160606 0.236293 237199 0.136363 0.160769 0.208546 1.402819

NLS2 0.161397 0.146900 0.174178  0.197617 0.232795 0.280618 0.361083 0.704654
MLE 0.091243 0.112824 0.153576  28415.41 0.085396 0.107174 0.134678 1.461909

100 NLS2 0.105405 0.102037 0.100646  0.140260 0.162789 0.202548 0.242952 0.477081
200 MLE 0.063919 0.079067 0.106366  123.4869 0.058954 0.073104 0.094573 1.510718

NLS2 0.072773 0.068104 0.069162  0.091743 0.119093 0.141160 0.167914 0.312797
500 MLE 0.040614 0.049950 0.091759  95.98339 0.036055 0.042759 0.073769 1.609991

NLS2 0.045094 0.045157 0.044215 0.057810 0.074641 0.087341 0.113629 0.196084

kol FARE 24 grh s ggte] ARSE, & AFeR £ ne EXE 7H doe
MLE®] d#/ge] dHatA] ket 53] AxR,E 34T wfols MLES] RMSEZL vi¢ A vhet
U], 2] £71 50008 F ufols ¢ =3,0 =19 | th&k RMSE kol 95.98339=2 37
3] 3A vebgth. wbE o) \sl], NLS-2 Wi Ee T2 wolx FAS FHAE AF
s, MLE®| v 9534 W& RMSE 32 JERith

3.3. I A| 2F(Cauchy distribution)

IANEZE 127 FAE 22 5 UZE, AAES (location parameter)2} 2T 24 A(scale pa-

rameter) S 7FA| 21 AT}
1

(- (5)

f(@:0,7) =
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Table 3.5. RMSE for Cauchy distribution (6 =0, A = 0.1, 1, 10, 100)

0=0 0 A
n\ A 0.1 1 10 100 0.1 1 10 100
10 MLE 0.053559 0.537291 5.270496  52.5554 0.052209 0.526825 5.340631  54.4628
NLS2 4.772902 27.30024 111.6494 1882.199 33.20395 189.7635 780.8036 13091.01
25 MLE 0.030582 0.302836 3.035478 29.93974 0.029979 0.301680 3.028429 30.22494
NLS2 0.035032 0.351691  3.52708  34.79186 0.035317 0.357360 3.587513 35.83997
MLE 0.020549 0.206786 2.044716 20.86388 0.020530 0.204849 2.042532  20.5358
50 NLS2 0.023508 0.235477 2.353727 23.61669 0.022196 0.222406 2.226494 22.35854
100 MLE 0.014360 0.144111 1.445856 14.66646 0.014188 0.143243 1.436995 14.33894
NLS2 0.016229 0.165619 1.644603 16.50566 0.014754 0.149334 1.501317 14.90891
200 MLE 0.009998 0.09962  0.999069 10.04669 0.010082  0.10002  1.007531 10.08553
NLS2 0.011421 0.113266 1.141059 11.34303 0.010291 0.102089 1.028919 10.26559
500 MLE 0.006313 0.062514 0.637424 6.536671 0.006363 0.063044 0.631187 6.410645

NLS2 0.007140 0.071184 0.724757 7.155302 0.006417 0.06366 0.636753 6.423471

Table 3.6. RMSE for Cauchy disbtribution (6 = 0.1,1, 10,100, A = 1)
A=1 ] A
n\#o 0.1 1 10 100 0.1 1 10 100

MLE 0.535001 0.53860  0.537774 0.523542 0.55168  0.544060 0.541278 0.551450

10 NLS2 2.132007 39.98436 15.73881 162.3274 14.06759 278.0601 109.3361 1129.599
95 MLE 0.30339 0.299760 0.304287 0.303743 0.30447  0.302052 0.305073 0.304109
NLS2 0.350729 0.350378 0.355245 0.351949 0.359718 0.356067 0.361005 0.36015
MLE 0.204012 0.204916 0.204197 0.205952 0.203653 0.207832 0.205621 0.205686
50 NLS2 0.233851 0.235789 0.232129 0.236130 0.222105 0.226149 0.223423 0.223143
100 MLE 0.143576 0.143085 0.143847 0.14132 0.142642 0.143370 0.145179 0.144097
NLS2 0.163057 0.161650 0.164966 0.162414 0.148335 0.149406 0.151981 0.149925
200 MLE 0.100298 0.100748 0.100977 0.100878 0.100481 0.101033 0.099660 0.100586
NLS2 0.113536 0.114625 0.115974 0.115268 0.102674 0.103067 0.101722 0.102798
500 MLE 0.062567 0.063930 0.063446 0.062993 0.062100 0.062645 0.063253 0.062838

NLS2 0.070816 0.072261 0.072129 0.071644 0.062694 0.063166 0.063793 0.063495

Table 3.5+ X247} 04 wiell thsf H=r47F Z2) 0.1, 1, 10, 10091 Aotk Zzke] Z-9-of of
3 $19] £ mledl th3t AF-E, ofef -2 nls-2¢] thst AFE vERdTH

Table 3.6 AER247F 1Y oo thal] YxES57F 0.1, 1, 10, 10022 W= Aoty YHA=
Table 3.52} T < 3s}c}.

4. &

rhu

£ 2ol At Songdt Song (2011) HEAA AAE A2 B4 24 gel NLS-2E Jusistel =
27} ohd ThE Thbe Bxo] 4844 BTh B 49 MLEZ NLS-28th 4o] Egtouh,
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o] £7b 25 w9 Burr BEA, Z2|AL £3fo] 2 uf, ZHA EEoA = NLS-29] 4d50] B £
Uehdth =3 MLEZF Aso] o £2 498y sieaks NLS-29] 23 Ags) 243 9= AL

£ 5 ok
TA BES 39 QWACR ARSI LA o, AATSO] U SEDEIL PEEE (multi
modal distribution)o]2& $JX242] MLEE zhe=d] ofg]o] i 2 g:]x:] otk (Johnson =,
1994). sHAIF A A}, 24 o2 MLES 78 3¢ HEESS gho] A-ASSF 24 ghol
AAZE st 4T F4 e AAEHeh = NLS-2 e AHsHlS mikt 58}
A vebgtew, #2124 W ES o83 MLEZL 3 A2 -ir@ Fe Z'""‘U]'% Ae & :
I olglox glolB B, 21 2 Y BEx, 23 7AupExo v AgsiE A3} NLS-29] 450
MLE Xt} 2] 23t

Sele BR 57} 2 Aol NLS2 #9Ee) A5 S Hol7] Sste] AWH RART Fool ofe]
7HA] & (smoothing method)& A= Kot} (F Rl
KDE(kernel density estimation) W2 ©]-§3}o] -Eg?—_ﬂ"% =3 6‘]—_7_7, 2R
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