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ABSTRACT

The target of this paper is to introduce the y-order Generalized Cauchy distribution.
Based on the y-order Generalized Normal, N, (u,o?I), emerged from Logarithmic
Sobolev Inequalities (LSI) a number of y-order distributions have been already de-
fined. The ratio of two y-order Generalized Normal defines the v-order Generalized
Cauchy distribution with the probability distribution function evaluated. With v = 2
the well-known Cauchy distribution is obtained.
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1. Introduction

The target of this paper is to offer a y-order Generalized Cauchy distribution. The
~v-order distributions include a number of well-known distributions, see Section 2. The
~v-order Generalized Normal was introduced by [8], see also [9]. A compact presentation
is here. We say that the random variable X follows the y-order Generalized Normal
distribution, X ~ N, (p,3) when the probability density function (pdf), see [8], is

—1 v
@) = Coxp { -1 Q@) | 1)
with the normalizing constant to be
1 1 TE+1) [(v-1\"F

C=CyZ;n) = 2 2
P20 = 12|1/2r<p;+1>< ) ®

and the quadratic form Q(x) equal to
Q(w) =<z — W, Eil(x - H’) >, pE Rp? Y e Rpxp, (3)
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where < &,y >:= 2’y is the square of the Mahalanobis distance of = from distribution
N,(p,X) and I'(+) is the Gamma function.

For the probability function (1) the following theorems hold, see [9] and [11], and
ensure that the defined family of the v-order Generalized Normal distribution contains
a number of well-known distributions, depending on the value of the shape parameter

Y.

Theorem 1.1. For different values of v € R-[0,1] and p € N the p-variable y-GN dis-
tribution coincides with the Dirac, D(w), the degenerate vanishing distribution V (),
the Uniform, U(w,X), the Normal, N(pu,X) and the Laplace L(p,X) as

D(p) y—0,p=1.2

V() y—0,p>3
N”/(y'a 2) = U(”’? 2) Y 1

N(N,Z) v=2

L(p, %) v — +o0

Consider the N, (u,Io?),I € RP*P, see [9], with position parameter (mean) p,
positive scale parameter (standard deviation) o, extra shape parameter v (v € R —
[0,1]) and the density function ¢ (z; u, 0?) coming from (1)-(3) and given by

e

Gr (2 p1,0°%) =

where p =1 and

With [10, Theorem 3.1] Theorem 1.1 is valid for ¢, (z;u,0?) pdf, i.e. for v — 0,
¢(x) coincides with the Dirac distribution and for v — 1,+o00 coincides with the
Uniform and Laplace distribution respectively. For v = 2 the well-known Normal
distribution is achieved.

The Laplace transform of N, (p, 0%) has been stated, evaluated, proved in [7].

Theorem 1.2. The Laplace transform of ¢ (z; u,0?) is

o (€ ™P D (2 + o), =20 m= (6)

L
% 0 Y0

J:0

Now, consider the Fox-Wright functions ,W,(-), studied in [1], with applications
among others, in fractional calculus, as

| & [T Tlag + jow)
T\Ilq(Z,A,B) = ]go j! Hle T(b+36) "
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where

A=(ar, ), (a2, a),. .., (ar, )], B =[(b1, 1), (b2, B2),- ., (bg, By)]-

The series in (7) converges for all finite z (has infinite radius of convergence), [1], if

q T
K=Y Bi—Y ax+1>0 (8)
=1 k=1

and diverges for all z # 0 when x < 0.
Choosing r =2,q =1,a1 = a1 = by = 1,a3 = vy, a2 = 2y and 51 = 2 in (7) yields

XL 2 D(ay + jou )T (ag + jou)
v Z;A,B = - .
2% ) ]z% J! L(by + jB1)
= g! I'(1+ 2y)

= > Gyl + D)

Il
=)
—

Note that (8) is reduced to kK = 1 —a; — g +1 = 2(1 — ). Therefore k > 0 and thus
by (8) the series which converges for all finite z whenever 79 < 1 which corresponds
to v > 1 and accordingly diverges for all v < 0.

Therefore due to the above discussion the corollary of Theorem 1.2 is stated with

Ag = [(17 1)7 (707270)}7 By = [(172)]'

Corollary 1.2.0.1. The Laplace transform of ¢ (z; u,0?), with v > 1, is written as

eSH

Lo(§) = m2‘1’1(§202(71)2%;140,30)~ (10)

Representation (10) also holds when ~ | 1.

We also state the following theorem where the evaluation of the cumulative dis-
tribution function (cdf) of the standard ~-order Normal distribution is provided, see
[11].

Theorem 1.3. Let ®,(-) denote the cdf of the standard vy-order Normal distribution.

Then
1L VA oo [(r=1)T
)= 5 Y (L )Efv—1{< ) ) "}‘ ()

v—1

Moreover, the N, (u,0%) can be adapted to generalize other known distributions
such as the truncated Normal, the Chi-square, the Rayleigh and the Maxwell-
Boltzmann distributions, see [6], [5].
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2. The ~-order distributions

The ~y-order Normal distribution, as in (1), has been the basis for the development of
more generalizations with main ingredient the Normal N (u,o?) distribution.

Consider X ~ N, (u,0%I). The truncated y-order Normal to the right at = = 7, see
[11], is defined as

0 if x>71
Fya+(@) = ﬁv(%)ae){p{—%”%\ﬁ} if v<71

and the truncated ~-order Normal to the left at x = 7

0 if <7
_ e _ _ e N .
e e = S b AR SR
with C as in (2) and p = 1.

Consider the logarithm of the rv X that follows the y-order Normal, that is, In X ~

N, (u, 02). Then X is said to follow the the y-order Lognormal distribution, denoted
by LN (p,0), with pdf, [16]

. B 1 -1 (|lnz—py| 71
fon, (5, 0) = )(”vl)iexp{% ( Uﬂ) } (12)

2x0T (=2
>

Consider the sum of the independent identically distributed random variables Z; =
X"G_“, with Z; ~ N,(0,1),i=1,2,...,n and the sum

Y, = Zn: Z2. (13)
i=1

Working with the convolution, the y-order generalized Chi-square distribution was
defined in [6], denoted by X2, where for v = 2 the Chi-square can be achieved. The
pdf of the produced 7/'\,’3 is equal to

nYyo

f L X2 (y) T

- W@/ exp{—0(v9)"} (14)

for any y > 0 (when n = 1) and any y > 0 (when n > 1,n € N). The following
theorem is stated and proved in [6] for the Laplace transform of X with

£Fa(O) = o 3 (€00) T() + n)o). (15)

The “two-sided” generalization is the extension of the defined y-order Chi-square:
the ~-order Chi-y. Indeed, for the independent variables Z;,i = 1,2,...,n from
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N,(0,1) i.e. Z; ~ N4(0,1),i=1,2,...,n let us consider the sum

n

* g
Yn:ZZiMa ’leﬁ' (16)

i=1

Then the y-order generalized Chi-y, X, is well-defined, see [5], while for v = 2 the
Chi-square can be achieved. The pdf of , &) is proved to be

fLay(y) = <\/%2F(3§0+ 1)> F(%Z/OQ)Q/MO_I exp{—0y}. (17)

The Laplace transform of the defined generalized y-order Chi-v distribution, , X}, has
been evaluated in [5] and is equal to

L{f, 27 (8)}

/2 F(l—i—n’yo) ,YSL’YO < 1

nv0
~ on1 I(yo+1)I'(n/2) n \y— §) » §<0 (18)

That is, in mathematical terms (18) is a generalized form of the -order Chi-square
as in (15).

Recall the Rayleigh distribution, see [15] with the applicable framework in Physics.
The 7-order Rayleigh distribution, say R, can be obtained as, [6],

2
> 1Zi>  where  Z; ~ N,(0,1). (19)
i=1

If we let Y ~ R, then the pdf of Y is equal to, see [6, Theorem 4.1],

2’\/071

fr,(y) = ;?QVO)yexp{—voy“L y > 0. (20)

Working with the other distribution with application in Physics, recall the Maxwell-
Boltzmann distribution, see [12]. The v-order Maxwell-Boltzmann distribution, say
MB,,, can be obtained as

MB, =

3
> 1Zi>  where  Zi ~ N,(0,1). (21)
=1

If we let Y ~ M, then the pdf of Y is equal to, see [6, Theorem 4.2],

3v0—1

fms, (y) = ;?370)312 exp{—yy™}, y>0. (22)

We have already a set of five different ~-order families of distributions as presented
above. In this paper the y-order Cauchy distribution is defined and studied.
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3. The «-order Cauchy distribution

Let the rvs X, Y coming from the standard Normal, X ~ N(0,1),Y ~ N(0,1). Then
their ratio C' = £ follows the Cauchy Cau(0,1) distribution. The cdf of C is

Fx () =P(3; <) =P(57 < ) =P(X < cfY]),

Y]~

where the symmetric property of the Normal distribution was used. Therefore,

L[> w1
F = — v/ / 24y | d
3 J%/cf ( o V2T )

1 o 2
= —— “V2(cly|)d
= |l
| e, (23)
0

2
V2T
where ®(-) denotes the cdf of the standard Normal. In the last step before (23) the

fact that the integrated function is even was applied. From the cdf of the Cauchy
random variable, (23), the corresponding pdf can be evaluated. Therefore

d 2 a5 d
« - Py - _“ -y?/2 =
Fy0) =5 Pp (@) = o= [ e Ly

Y
2 > 7y2/2
= E ; ye ¢(cy)dy,

where the interchange of integration and differentiation was applied (Leibniz integral
rule) and ¢(-) denotes the pdf of the standard Normal. Therefore

2 & 2 1 2
) = e Y2 e (ev)?/24
f:) \/ﬂ/o O Ve Y

1 [ 1
= / yexp{—=y*(1+ c*)}dy
e 0 2

1 o
= ] /o exp{—w}dw
= 7T(1 :—CQ) = fCau(C)7 (24)

where the transformation w = %yz(l + %) was applied. Following the above line of
thought, the v-order Generalized Cauchy distribution, Cau,(-), can be defined.
Let X ~ N,(0,1),Y ~ N,(0,1). Then for their ratio Cau, = 3 it holds that

Fx () = P(X < c|Y]).
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Therefore,

Fx(c) = )‘V/OO e~ olylM (/Cly )‘”/e—“rolzrlwldx> dy
v N oo VT

A'y *° _ Y1

- e~ 0P (cluNd
L[ e by
2\, [
v Jo
where in the last step the fact that the integrated function is even was applied. There-

fore the pdf of Cau,(1) can be evaluated, as is stated and proved in the following
theorem.

e oy . (cy)dy = Feau, (c), (25)

Theorem 3.1. Let X,Y ~ N,(0,1). Then their ratio Cau,(1) = 3 follows the ~-
order Generalized Cauchy distribution with pdf

Ko v—1 1
au = TR GIRE = — = -, 26
Jew @) = i pyme 0= 5 M5 @)
where
['(270) y—1
K, = =12 927
T2 (o) (o + 1) o Y @7

Proof. The cdf of the y-order Cauchy random variable is obtained in (25) and the
derivative of (25) provides the corresponding pdf. It is

d oo, e
fg(c)—%Fg(C) = A e ° %‘I’w(cy)dy
2\, [

= ye V" ¢ (cy)dy,

VT Jo

where ¢, () denotes the pdf of the v-order standard Normal, by (4) with © = 0 and
o =1,¢,(z;0,1). Therefore

2, [~

VT Jo

2(\)* [

= (7)/ yexp{_%yw(1+|cpl)}dy
0

s

n(f(iv\jw) /000 (»yo(l $|cyw>>2%1 exp{~w}dw, (28)

where the transformation w = oy (1 + |c|") was applied and the corresponding
differential evaluated and it is an extension to the w-transformation in (24). Recalling
the definition of A, as in (5) and working the necessary calculation in (28) applying

A
— Y1 — Y1
e oY 2 e Yoleyl dy

fx(c) =
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the definition of the I'(:) function for the integral below results to

Q(F(%“) 102

_ T(v0+1) 0 /Oo 2y0—1
c) = w exp{—w }dw
f%( ) 7r'y§7°_1(1 + )2 Jo p{—w}
Yo
= I'(2

3 (30 + DL (0 + DL+ feyo )

20(70)T (70 + 1)(1 + [err)20
Thus we form the pdf of Cau.(1)

F(?"}/Q) K’Y

BT RED )

Jea () = ST o + D) (1 + e

where (27) was applied which is exactly (26) when the argument c is replaced by

xT. O

The values of K, are presented in Table 77 and provide that 0.25 < K, < 0.50 for
~ > 1 while when approaching 0 from the left they are not bounded (NaN). Notice
that for v < —11it is 0.5 < K, < 1.34 and K, is, in principle, an increasing function
of ~. In Figure 1 the pdf of the standard y-order Cauchy distribution is illustrated for
different values of v, recall Theorem 1.1.

Table 1. Values of K~ for different ~.
ot 1.1 1.8 2 2.2 3 50
K, 0.2530 0.3053 0.3183 0.3299 0.3652 0.4901
v |-0.01 -1.1 -1.8 -2 -2.2 -3 -50
K, | NaN 1.3496 0.9028 0.8488 0.8073 0.7076 0.5101
08 p‘df of Ca‘uchy wi‘th o= 1‘and different vz‘:lues of 7
0.7 A : :i
i y=14
i 7 =50
0.6 , (
os) .
-5::,— 04 ,f/ (‘\
0 ol // // \ “\‘
0.2 / \
Vi AN
041 //,/// N S
szl e
o EEEEE o ‘ ST
- 3 2 1 0 1 2 3 4
Figure 1. Plots of the pdf of the standard «-order Cauchy distribution.

Corollary 3.1.0.1. Let X,Y ~ N3(0,1). Then their ratio Caus(1) = % follows the
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2-order Generalized Cauchy distribution with pdf

1

fCau, (7) = m,

(31)

which is the known Cauchy distribution, see (24).

Proof. For v = 2 in definition (5) 70 = 1/2,71 = 2 and by (26) one arrives to
(31). O

Based on the above discussion, the ratio of two ~-order Normal distributions with
scale parameter o is presented in Theorem 3.2 below. Before the statement and proof
of the theorem an auxiliary lemma follows.

Lemma 3.1.1. The following representation is true

wz (_(21.7)';!ZJF((2J + 1)70)I(=(2) — 1)70) = 5¥1(z; A1, Br) (32)
=0

where

Al = [(707 2’70)a (707 _2’70% (17 1)a (1/27 1)a (1/27 _1)]7 Bl = [(17 2)]
The series (32) converges for all values of z.

Proof. Consider the Fox-Wright functions ,¥,(-), as in (7), and further studied in [2].
Taking r =5,q=1,a3 = a3 = a4 = by = 1,a1 = ags = Y, a1 = 279, 02 = =270, 05 =
—1l,a4 = a5 =1/2 and 51 =2 in (7) yields

(e e]

2 T(a1 + jon)T (a2 + jaz)l(az + jag)T(aq + jou)T (a5 + jos)

Uy (2 Ay, By) = ]Z%j! T(by + 761)
3~ 2 D00+ 5290)00 = 20)00 + HLO/2 + HTO/2 )
2 T(1+2j)
= 3 (@ + DD = 20E (124 T2 =), (33)
j=0

Applying Euler’s reflection formula

Iz +1)0(~x) = m (34)

for x = j — 1/2 implies that

o

sU1(2; A1, By) =7 ) (1) :
-0

J

J
Note that

k=P —a—ag—az—ou—as+1=2-2v%+2y9—-1-14+14+1=2>0.
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Therefore by [2, Theorem 2] the series converges for all z, that is for all values of
- O

Theorem 3.2. Let the rvs X,Y ~ N,(0,02). Then their ratio Cau (o) = 3 follows
the v-order Generalized Cauchy distribution with scale parameter o and pdf

K,o

fc‘ww (:C;O-) - (0-71 + ‘:E"Yl)Q’YO (35)
with K., as in (27) and Fourier transform of (35)
; 1 2 2
F[fCau,y (333‘7)](‘*}) = fC‘auW (W) = Ws‘l’l(U w”; Aa, BQ)a (36)
with Ay = [(70,270), (Y0, —270), (1, 1), (1/2,1),(1/2,—-1)] and By = [(1,2)].
Proof. Let X ~ N,(0,0%),Y ~ N,(0,0?). Then the rv of their ratio Cau,(c) = 3
has a cdf, following the line of though that resulted in (25), given by
Fown (:0) = 220 [~ c=00/9 & (g /)y (37)
au~ \L)y O'ﬁ 0 ol
and the corresponding pdf reads
2M [T Y oo M —olay/o
au. 5 = - otvre olryfa d
foau, (230) o7 Jo o° Uﬁe Y
2 2 o]
= 200 [T Lexpnalufo (1 + lnfol™
2(/\7)2 /oo< w >2’Yol
= _— exp{—w tdw
or(Lt efoP) Jy \nt fafopn)) P
(2
_ (270) (38)

201 (30)T' (Y0 + 1)(1 + [/afr2)>0”

where the transformation w = vy (1+|z/c|") /0" was applied, recall (28) and (24)
for the extension steps we followed. Relation (38) is the form of the v-order Cauchy
distribution involving the scale parameter o.

Let the rv X follow a «-order Cauchy distribution with parameter o, that is X ~
Cau (o). Then by (38) the pdf of X is written as (35), where K., as in (27).

Now the evaluation of the Fourier transform of the y-order Cauchy pdf follows. It
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is

Flfean, @) = [ fou, (mo)eds

—0o0

_ (2’70) /OO 1 7ixwdx

20T (70)I' (0 + 1) (1 + |z/a|r)*0

K, [/[° , o 1 ,
_ 0 e W g —iaw g

o [ - x/a)%)% “/o T+ @fomm’
— K'Y ~ 1TWw —iTWw
N a/o (1+( a:/a 71)270 (€ + e dx
2K, /°° cos(zw)
o Sy (14 (x/o)n)2n0

or
cos(zow)
}—{fCauw (2;0))(w) = 2K / (1 4 a71)2%0 T 20 (39)

Now the integral in (39), say I, is expressed as
oo

A U £ VGOVl C ) S D
b= /0 (14 2m)>0 (nz (2n)! )d

=0

(D ow) e
Z ) /0 (1—|—x’Yl)2’Yod

n=0

@
_ (=D)™(ow)™ [ (y»e)™ 290-1
-y (2n)! / < Py dy

= e LR

where the transformation with 7 = y? was applied. Now, the last integral above,
say Jp, is evaluated as

o0 270 )2n+1 1
Yy
Jn = 2’70/ %*d

0 (1 +y ) 0y
/2

= 2%/ (cos w) ~4m10F210=1 (gip () 40+ 2001 g,
0
/2

= ’702/ (sin w)2(2mM0+70) =1 (cog () 2(~2mot10) -1 g,
0

= 7B(2n0 + v, —2n70 + 70) (40)
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with y = tanw. Therefore by (39) it is

Flfeu (o)) = 208, LD Bom + 20,2070+ 20)
2 (—=1)"(ow)?"
Y0I'(270) i (=1)"(ow)*" T((2n + 1)70)((1 — 2n)v0)
F(o)(o+1) &= (2n)! I'(27)
_ ¥ <_1)n(02“’2)nr 21+ 1)0)0(—(2n — 1)70).  (41)
F2(’YO)Z (2n) ((2n + 1)y)I(=(2n — 1)vo

Applying Lemma 3.1.1 for the series in (41) implies

1

Flfcau, (x;0)](w) = m2(70)

5\111(02w2; As, Bs).

Thus, the Fourier transform of the Generalized y-order Cauchy is written as (36). [

Corollary 3.2.0.1. Let X,Y ~ N5(0,02). Then their ratio Caus(c) = 3 follows the
2-order Generalized Cauchy distribution with scale parameter o with pdf

g

feau, (z;0) = m (42)
and Fourier transform as in (36)
]:[fC’aUQ (1'; J)](Ld) - fC’aUQ (w) - eig‘wl' (43)

Proof. For v = 2 then 79 = 1/2 and 73 = 1/2 and K> = 1 thus (35) im-
plies (42). For the Fourier transform use that I'(1/2) = /7 in (36) with A =
(1/2,1), (1/2,-1), (1,1), (1/2,1), (12, 1)) and B = [(1,2)] o get that

fomaw) = (0% A B) = > TEV G azrase - )P

(2.7))‘ Lm( (JW‘F 1/2))}2
)

[( 1)/ 71]% = cosh (—ow).

Therefore since the argument of the exponential function should be negative we find
that

foas (w) = e, (44)
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Alternatively, by (39), it is

Flfcau (@;0)|(w) = 2/000‘305(:”‘7“’)@

T 1+ 22
_ 2T o _ o —olu]
= ——e =e ,
T2

where the evaluation of the integral can be found for instance in [14, Sec. 45.3.20]. O

Figure 2 provides the pdf of the «v-order Cauchy distribution for different values of
~v and o. Note that for v close to 1 the uniform behavior is apparent, while for large
values of v the behavior of Laplace distribution is evident, recall Theorem 1.1.

pdf of Cauchy with « = 1.1 and different values of o pdf of Cauchy with -y = 2 and different values of o

0.6 0.7

o
o

0.6

n

)

)

o
L

3 9 9
oo

I
05 T ! L4
o

(x:0)

Cau_

fffff =05 i ———4=05

. ! i
0.7F i o=1 14 08 i o=1

i\ o=15 ii =15

" \ o=2 0.8 f\ o=2 1
06 i g i

[ 0.7 n 1
05 i 1 h
- - 0.6 i |

(x;0)
(x;0)

0.4 [ ~05 [ ]

Cau_

Figure 2. Plots of the pdf of the y-order Cauchy distribution.

In the following the distribution of the inverse of the rv X is evaluated.

Proposition 1. Let X ~ Cau, (o). Then the inverse of the rv X is such that X~ ~
Cau~(1/0).

Proof. Let Y = g(X) = +. Then this transformation implies that X = g~ *(Y) =

<=
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with % = —Y 2. Therefore
) = Ixlo )|
N F(z’yo)O' )
T ()T (0 + (o + [Tp)ze”
— K’YU yQ’Yl’YO — K’Y% (45)
a2mo(yn + Ar)20 g2 (lyl + (3)1)20’

where the fact that vy and 7, are inverse numbers was applied. By (45) it is under-
stood that Y ~ Cau,(1/0), that is the inverse of a y-order Cauchy distribution with
parameter o is a y-order Cauchy distribution with parameter 1/o. O

Theorem 3.3. The Half-vy-order Cauchy distribution with scale parameter o has pdf

2K, o

1/2Cau (w3 0) = o Sme

x>0, (46)

with K as in (27). For v = 2 it reduces to the Half-order Cauchy distribution

2 1
1/2Caus(z;0) = — v, z > 0.
Proof. Just note that the defined distribution is the truncated y-order Cauchy dis-
tribution, therefore it is defined only for values greater or equal to the location of the
peak which here is assumed to be zero. ]

See Figure 3 for an illustration of the pdf for 1/2Cau.(x;0) with relation to Fig-
ure 1, as the Half-y-order Cauchy distribution is a truncated y-order Cauchy distri-
bution.

pdf of 1/2-Cauchy with o = 1 and different values of

0.9 B P

08

07 [N
06

0.5

f1/2CauA(X;U)

0.4

03

02

Figure 3. Plots of the pdf of the standard Half-y-order Cauchy distribution.

Example 3.1. Consider the transformation ¥ = nX + m,n > 0,m € R where
X ~ Cau(0). Then, the rv'Y follows a y-order Cauchy distribution with parameter
no.
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Proof. The transformation g(x) = nx+m is strictly monotone with inverse g~!(y) =
y=m and dg;(y)
n

= % Therefore following a similar approach as in Proposition 1 and
using (27) it follows that

= (25) 5

K., o 1
“m n
(O-’Yl + | yT "Yl )Q’Yo
K’YG n211o

n (g —ml + (no))2e
no

"y = m + (na) e

which is a y-order Cauchy distribution with scale parameter no and location param-
eter m. 0

4. Concluding remarks

In principle “ratios” need a particular treatment in Statistics, either in ratio estimates
in sampling or to calibration problems, [3], among other applications as Relative Risk
etc. This paper worked on the ratio of two rvs coming from the y-order Generalized
Normal and a ~-order Generalized Cauchy was obtained. With the value of the shape
parameter v = 2 the typical Cauchy distribution was obtained, as in all the introduced
~v-order distributions. The truncated nonzero Cauchy, for chosen values greater or
equal to the location of the peak, was also obtained. The mean and variance are
undefined to (Half-) Cauchy distribution, and in the case that the sample size v = 1 we
are working with the (Half-)Student distribution. The easiest case of Half-distribution
is the distribution of Y = |X| when X ~ N(u,0?), the Half-Normal distribution.

One could think that the Fox-Wright psi function, might be a really new approach,
but it has been already used by the definition of the Half-Normal distribution. There-
fore, we used the well known ingredients to work and prove the pdf for the y-order
Cauchy and the Half-Cauchy.

In principle the Cauchy distribution is applied in Finance to represent deviation in
returns from the assumed correct predictive model. We need heavy-tailed models and
the shape parameter can offer such possibilities to escape from the light-tailed distri-
butions. The typical Normal is such a case, but with the shape parameter v, we can
obtain the fat-tailed distributions from the family of the v-order Generalized Normal.
The Cauchy distribution is a heavy-tailed distribution and the ~-order Generalized
one can be a “heavier” one.

Notice the influence of the Uniform distribution, when v — 1, the Laplace distri-
bution, v — oo, practically v = 50, see Figure 2, the first and the last.

Due to [13] if X ~ Cau(o) then % ~ Cau(‘ff—i?) and this result can be ex-
tended to y-order Generalized Normal, with o, 8,~,0 € R. We think that the y-order
Generalized Cauchy can be proved useful to applications as the y-order Generalized
Normal has been already used, [4].
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