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Abstract

We consider the problem of sequential decision making under uncer-
tainty in which the loss caused by a decision depends on the following
binary observation. In competitive on-line learning, the goal is to design
decision algorithms that are almost as good as the best decision rules
in a wide benchmark class, without making any assumptions about the
way the observations are generated. However, standard algorithms in this
area can only deal with finite-dimensional (often countable) benchmark
classes. In this paper we give similar results for decision rules ranging over
an arbitrary reproducing kernel Hilbert space. For example, it is shown
that for a wide class of loss functions (including the standard square, ab-
solute, and log loss functions) the average loss of the master algorithm,
over the first NV observations, does not exceed the average loss of the best
decision rule with a bounded norm plus O(Nfl/z). Our proof technique is
very different from the standard ones and is based on recent results about
defensive forecasting. Given the probabilities produced by a defensive
forecasting algorithm, which are known to be well calibrated and to have
good resolution in the long run, we use the expected loss minimization
principle to find a suitable decision.

1 Introduction

In the simple problem of sequential decision making that we consider in this
paper, the loss A(yn,7vn) (maybe negative) caused by a decision =, depends
only on the following binary observation y,. All relevant information available
to the decision maker by the time he makes his decision is collected in what we
call the datum, x,,. For example, in time series applications the datum may
contain all or the most recent observations; in pattern recognition, where the
observations are the true classes of patterns, the datum may be the vector of a
pattern’s attributes.

The traditional approach to this problem assumes a statistical model for the
sequence of pairs (x,,yn); e.g., statistical learning theory ([ZI]) assumes that


http://arXiv.org/abs/cs/0506041v3

the (zn,y,) are generated independently from the same probability distribu-
tion. A more recent approach, known in learning theory as “prediction with
expert advice” (e.g., []) and in information theory as “universal prediction”
(e.g., [6l, [[4]), avoids making assumptions about the way the observations and
data are generated. Instead, the goal of the decision maker is to compete with
a more or less general benchmark class of decision rules, mapping the xs to the
ys (the framework of prediction with expert advice is usually even more gen-
eral). We will use the phrase “competitive on-line” to refer to this area (as in
[23], emphasizing similarities to competitive on-line algorithms in computation
theory).

First papers on competitive on-line learning with general loss functions (e.g.,
[, 22]) dealt with countable (often finite) benchmark classes. The next step was
to consider finite-dimensional benchmark classes (e.g., [8, [[2, 23]). This paper
continues with infinite-dimensional classes. (Such classes were considered earlier
by Kimber and Long [Tl [[3], who, however, assumed that the benchmark class
contains a perfect decision rule.) To get an idea of our central results, the reader
is advised to start from Corollaries TH3

Our implicit assumption, common with other work in competitive on-line
learning, is that the decision maker is “small”: his decisions do not affect the
future observations. This is not a mathematical assumption: as already men-
tioned, we do not make any assumptions at all about the way observations are
generated; however, interpretation of our results becomes problematic if the de-
cision maker is not small. “Big” decision makers can still use our algorithms for
prediction (cf. Remarks [ and Bl below).

In conclusion of this section we will briefly describe the content of the paper.
Our main result is stated in §2 and several examples are given in §8 It is proved
in §8 in § we describe the main ideas behind the proof and in §8 we prove
some preparatory results for 8l Our decision algorithm is explicitly described
in §l1 We conclude with a short list of directions of further research (§§). A
preliminary version of this paper is to appear as [24]. In this new version we
made the title of the paper more specific (the old title was even somewhat
misleading: in prediction with expert advice, the experts are usually completely
free in making their decisions).

2 Main result

Our decision protocol is:

FORn=1,2,...:
Reality announces z,, € X.
Decision Maker announces v, € I'.
Reality announces y, € {0, 1}.
END FOR.

At each step (or round) n Decision Maker makes a decision +, whose conse-
quences depend on the observation y, € {0,1} chosen by Reality. All relevant



information available to Decision Maker by the time he makes his decision is
collected in x,, called the datum. We assume that the data x,, are elements of
a data space X and that the decisions are elements of a decision space T' (both
sets assumed non-empty).

Remark 1 In this paper we are interested, first of all, in prediction of future
observations. However, our framework allows a fairly wide class of loss functions,
not all of which can be interpreted in terms of predictions (such as, e.g., Cover’s
and long-short games, in the terminology of [23], §2). This is the main reason
why we prefer to talk about decision making in general; another reason is that
in g8 we will deal with a very different kind of prediction (for which we reserve
the term “forecasting”).

A decision strategy is a strategy for Decision Maker in this protocol (ex-
plicitly defined specific strategies will also be called “decision algorithms”). Its
performance is measured with a loss function X\ : {0,1} x I' — R, and so its
cumulative loss over the first N rounds is

N
> AYns n)-
n=1

The pair (T', \) is the game being played. Decision Maker will compete against
a class F, called the benchmark class, of functions D : X — I' considered as
decision rules; the cumulative loss suffered by such a decision rule is

N
Z /\(ymD(In))-
n=1

Before stating our main result we define some useful notions connected with
the two main components of our decision framework, the game (T, \) and the
benchmark class F. The reader might want in parallel to read the next section,
which describes some important examples of games and benchmark classes.

Games

The ezposure Exp,(v) € R of a decision v € T is
Expy(7) := A(L,7) = A0,7)
and the ezposure Exp, p : X — R of a decision rule D at a point z € X is
Expy p(z) := A(1, D(z)) — A(0, D())-

Let A(p,v) be the expected loss caused by taking a decision v when the proba-
bility of 1 is p:
A(p,7) :=pA(L,7) + (L= p)A(0, 7). (1)



We only consider games (', \) such that

Coi= ENO2), G inf A1) @

are finite. It is convenient (see, e.g., [9]) to summarize a game by its superdeci-
sion set

Y= {(z,y) eR*|3y €T 2> A(0,7) and y > X\(1,7)}; (3)

elements of this set will be called superdecisions. Superdecisions of the form
(A(0,74),A(1,7)) will sometimes be called decisions. We will assume, addition-
ally, that the set ¥ C R? is convex and closed. The Eastern tail of the game is
the function

f:[Coy00) = RU {0}

z—inf{y|(z,y) € X} — C1 (4)

and its Northern tail is

g:[C1,00) = RU {oo}

y > inf{z|(z,y) € T} - Co, (5)

where, as usual, inf () := oo; it is clear that f and g are nonnegative everywhere
and finite on (Cp, 00) and (Cy, 00), respectively.

The theorem

A reproducing kernel Hilbert space (RKHS) on X is a Hilbert space F of real-
valued functions on X such that the evaluation functional f € F — f(x) is
continuous for each x € X. By the Riesz—Fischer theorem, for each x € X there
exists a function K, € F such that

f)=Kq, f)r, VfeT.

Let
cr = sup [|Kq| £ (6)
rzeX

we will be interested in the case cz < co. With each game (T', A) and each RKHS
F we associate the non-negative (but maybe infinite) constant cy # defined by

c3.F = sup sup supp(l—p) (Expi(7) + [|K:[%)
pe(o,l) ’YGFT’ :EGX

= sup sup p(1 —p) (Expi(7) + %),
pe(0,1) vET,

(7)

where I', := argmin,er A(p,v) (and A(p, ) is defined by ().
The following is our main result.



Theorem 1 Let the game (I',\) be such that (@A) are finite, the superdecision
set X is convex and closed, and the tails f and g satisfy

ity =007, g\ () =01"? (8)

as t — oo, where fi and g', stand for the right derivatives (see, e.g., [1],
§23) of f and g. Let F be an RKHS on X and cr, cx r be defined by [@) and
(@) Suppose cx < 0o. Then cyr < oo and there is a decision strategy which
guarantees that

N
ZAyn,% sz (g D)) +erx ([Expapl +1) VN (9)

Jorall N =1,2,... and all D : X — I" with Exp, p, € F.

Remark 2 If the loss function A is bounded, () holds trivially. The right
derivatives in (@) can be replaced by the corresponding left derivatives, since
Ifi] < |f2] and |g4] < |g~]| (see, e.g., [TB], Theorem 24.1). Condition (&)
can be interpreted as saying that the tails should shrink fast enough. The case
f(t) = g(t) = t! can be considered borderline; Theorem [0 is still applicable in
this case, but it ceases to be applicable for tails that shrink less fast.

3 Examples

In this section we first define a specific RKHS and then describe three important
games.

Kernels as source of RKHS

We start by describing an equivalent language for talking about RKHS. The
kernel of an RKHS F on X is

K(z,2') == (Ks, Ko) £

(equivalently, we could define K(z,z') as K(z') or as Ky (z)). There is a
simple internal characterization of the kernels K of RKHS.
It is easy to check that the function K(z,2'), as we defined it, is

symmetric (K(z,2') = K(a',z) for all z,2/ € X) and positive definite
iy Yoy i K (g, z) > 0 for all m = 1,2,..., all (a,...,an) € R™,
and all (z1,...,2,) € X™). On the other hand, for every symmetric and

positive definite K : X? — R there exists a unique RKHS F such that K is the
kernel of F ([1], Théoréme 2).

We can see that the notions of a kernel of RKHS and of a symmetric positive
definite function on X2 have the same content, and we will sometimes say “kernel
on X” to mean a symmetric positive definite function on X2. Kernels in this
sense are the main source of RKHS in learning theory; see, e.g., [21], [T6], and



18] for numerous examples. Every kernel on X is a valid parameter for our
decision algorithm; to apply Theorem [l we can use the equivalent definition of
Cr,
cr = sup VK(z, ).
zeX

A long list of RKHS together with their kernels is given in [3], §7.4. For
concreteness, in this section we will use the Sobolev space S of absolutely con-
tinuous functions f on R with finite norm

1flls = \/ / T P dat / " (P(a))? s (10)

— 00

its kernel is

1
K(z,2') = 5 exp (~ o — )

(see [20] or [B], §7.4, Example 24). From the last equation we can see that

Cs = 1/\/5

The square loss game
For the square loss game, I' = [0, 1] and A(y, ) = (y — 7)?, and so we have
Expy(7) = ML,7) = M0,7) = (1 =7)? =7* =1 -2, (11)

A7) =p(1—7)>+ (1 —p)y?* =p(1 —p)+ (v —p),

and
I, ={p}. (12)
Therefore,
C]:/2 if Cr Z 1
C}\,]: = 2 .
(14+cx)/4 ifer <,

in particular, cy s = 3/8 for the Sobolev space ([[{), and Theorem [ implies

Corollary 1 Suppose the decision space is X = R. There is a decision strategy
that gquarantees that, for all N and all decision rules D € S,

N N
S~ ) < D — D)) + 2 (2D ~ 15 + 1) VE
n=1 n=1

(2D — 1 is the decision rule “normalized” to take values in [—1,1]).

Remark 3 The games of this section illustrate Remark [ here the decisions
~n are best interpreted as predictions of y,. Loss functions A satisfying ({2
are called proper scoring rules. Such loss functions “encourage honesty”: it is
optimal to predict with the true probability (provided it is known). We will
later see another loss function of this type (the log loss function).



To illustrate Corollary [l suppose there are constants ¢ > 1 and d > 1 and
a good absolutely continuous decision rule D : R — [0, 1] such that |z,| < ¢,
n=1,2,..., and |D'(x)| < d for all z € X. At rounds N > cd? the average loss
of our decision algorithm will be almost as good as (or better than) the loss of
D. We refrain from giving similar illustrations for the other corollaries in this
section.

The absolute loss game
In this game, A(y,7y) = |y — 7| with T" = [0, 1]. We find:

Expy(7) = AM1,7) = M0,7) = (1 =) =y =1-2y

(the same as in the square loss case, (),

Ap,7) =p(1 =)+ 1 —=p)y=p+(1-2p)y,

and
{0} ifp<1/2
p=<{1} ifp>1/2
[0,1] ifp=1/2.
Therefore,

1 7
C)\7_7::§ 1—‘1-02]_—

(in particular, ¢y s = v/6/4), and we have the following corollary of Theorem [l

Corollary 2 Let X = R. There is a decision strateqy that produces decisions
Yn such that, for all N and all D € S,

N N \/6
Z|yn_7n| SZ|yn_D(In)|+T(H2D—1”S+1)\/ﬁ' (13)
n=1 n=1

The log loss game
For the log loss game, I = (0, 1) and

Ay,7) = —ylny — (1 —y)In(1 —7).
For this game, ¢y r < 0o (assuming ¢z < co) since its tails satisfy

F(t) = g(t) = ——— ~ —e~t = O(t™2);

el —1

this will be also clear from the following direct calculation. Since

Expy(7) = A(1,7) = A(0,7) = =Iny +In(1l =) =In 5 1




Ap,7) = —plny = (1 = p)In(1 =) = Alp,p) + D(p,7)
(where D(p,7) :=pln £+ (1—p)ln i_;z is the Kullback distance between p and

v, known to take its minimal value in «y at v = p), and '), = {p}, we can bound
¢y, from above as follows:

1-p\2
csr= sup p(1—p) <<ln p> + ci)
pe(0,1) p

1—p\2
<c%/4+ sup p(1—p) <1n p)
p€(0,1) p

~ c%/4+0.439 < c% /4 + 0.44.

Of course, for specific values of cz it is better to find the sup,¢ gy directly,
without using this bound. Such a direct calculation shows that ¢y s ~ 0.693 <
0.7, and Theorem [l now implies the following.

Corollary 3 Some decision strategy in the log loss game with X = R produces
decisions vy, such that, for all N and all D : X — (0, 1) with the log-likelihood

. D .
ratio In =5 in S,

In

S+1>\/N

N N
;Myn,vn) < ;Myn,D(xn)) +0.7( D

4 Idea of the proof of Theorem [

This section describes the intuition behind the proof. The following sections,
which carry out the proof, are formally independent of this section. We will also
describe a general research program that may lead, it can be hoped, to many
other results.

Game-theoretic probability

Our proof technique is based on a game-theoretic alternative to the standard
measure-theoretic axioms of probability ([I'). Many of the standard laws of
probability, including the weak and strong laws of large numbers, the central
limit theorem, and the law of the iterated logarithm, can be restated in terms
of perfect information games involving three key players: Reality, Forecaster,
and Skeptic. A typical game-theoretic law of probability states that Skeptic has
a strategy which, without risking bankruptcy, greatly enriches him if the law is
violated. All such strategies for Skeptic were explicitly constructed continuous
functions; game-theoretic laws of probability with a continuous strategy for
Skeptic will be called “continuous laws of probability”.

Game-theoretic probability as developed in [I7] was to a large degree par-
allel to measure-theoretic probability. Following [] and the literature that this
paper spawned, paper [27] pointed out a surprising feature of game-theoretic



probability: for any continuous law of probability, Forecaster has a strategy
that prevents Skeptic’s capital from growing (cf. Lemma [0 below). In other
words, for any continuous law of probability there is a forecasting strategy that
is perfect as far as this law is concerned (we will say “perfect relative to” this
law). This result was obtained in [27 for binary forecasting, and in [26] it was
extended to more general protocols. Forecasting strategies obtained in this way
from various laws of probability were called “defensive forecasting” strategies.

General procedure

Now we are ready to describe a general procedure whose implementation leads,
in the most straightforward case, to Theorem [I

Choose a goal which could be achieved if you knew the true probabilities
generating the observations. It is important that this goal should be “prac-
tical”, in the sense of being stated in terms of observable quantities, such as
data, decisions, and observations. The goal is not allowed to contain theoretical
quantities, such as the true probabilities themselves, and it should be achievable
no matter what the true probabilities are. Construct a decision strategy which,
using the true probabilities, leads to the goal.

Realistically, however, we do not know the true probabilities. To get rid of
them, isolate the law of probability on which the proof that your decision strat-
egy achieves the goal depends; typically, this law can be stated as a continuous
game-theoretic law of probability. (If the proof depends on several laws, they
should first be merged into a single law.) There is a forecasting strategy whose
forecasts are at least as good as (and often better than) the true probabilities,
as far as the law you have just isolated is concerned. It remains to feed your
decision strategy with those forecasts.

Implementing this procedure for various interesting goals appears to be a
promising research program.

Introduction to the proof

In this paper our goal is to achieve [@l), which we roughly rewrite as

N N
S AW ) £ Y My D)),

where the informal notation g is used to mean that the left-hand side does not
exceed the right-hand side plus a quantity small as compared to N. The goal
is stated in terms of the observables.

Let us see how our goal could be achieved if we knew the true probabilities
pn, that y, = 1 (slightly more formally, p, is the conditional probability that
yn = 1 given the available information). By the law of large numbers (see,
e.g., [[9], Theorem VII.5.4, for a suitable measure-theoretic statement and [I7],



Theorem 4.1, for its game-theoretic counterpart), we expect

N
Z @, 20) (Yn — )| < N (14)

if f is a bounded function (assumed measurable in the measure-theoretic case).
If f is allowed to range over a function class F that is not excessively wide, ()
will still continue to hold uniformly in f.

Suppose, for simplicity, that I', is a singleton for all p € [0, 1]; the only
element of ', will be denoted G(p). Our decision strategy will make the decision
G(pn) at round n, i.e., the decision that leads to the smallest expected loss. We
will sometimes say that G is our “choice function”.

Notice that

A, 7) = Ap,y) = (v — ) (ML,7) = A(0,7))

always holds (this can be checked by subtracting (@) from A(y,~) := yA(1,7) +
(1 —y)A(0,7)). In conjunction with the law of large numbers (@) this implies

=1 N n=1 N
= AP GPn) + D> (AWn: G(Pn) = Apns G(pn)))
N " N " N
=Y AP Ga)+ D (U0 =pa) (A1, G(00) =0, G(pn))) £ Y Mpn, G(pn))
nfjl;[ n=1 N N n=1
<Y AP, D(n)) = Y AMyn, D(wn)) = > (AWns D(@n)) = Alpn, D(@n)))
n=1 n=1 n=1

N
< Z_jl AYn, D(zy)).  (15)

This shows that we can achieve our goal if we know the true probabilities, and
it remains to replace the true probabilities with the forecasts that are perfect
relative to the law of large numbers.

For clarity, let us summarize the idea of the proof expressed by ([[&H). To
show that the actual loss of our decision strategy does not exceed the actual
loss of a decision rule D by much, we notice that:

e the actual loss Ef:’:l A(Yn, G(pr)) of our decision strategy is approxi-
mately equal, by the law of large numbers, to the (one-step-ahead condi-

tional) expected loss 27]:’:1 A(pn, G(pn)) of our strategy;

10



e since we used the expected loss minimization principle, the expected loss
of our strategy does not exceed the expected loss of D;

e the expected loss 27]:,:1 Apn, D(zy,)) of D is approximately equal to its
actual loss 25:1 AYn, D(z,)) (by the law of large numbers).

To get the strongest possible result, we will have to use more specific laws of
probability than the general law of large numbers. It will be convenient to use
the following informal terminology introduced in [25]. Let p, be the forecasts
output by some forecasting strategy (rather than the true probabilities). We
say that the forecasting strategy has good calibration-cum-resolution if the left-
hand side of (@) is much less than N for a relatively wide class of functions
f:]0,1] x X — R and large N. We say that the strategy has good calibration
if

<N

N
Z (Yn — pn) f(Pn)
n=1

for a wide class of functions f : [0,1] — R and large N. Finally, we say that the
strategy has good resolution if

N

> (Yn = pn) f(n)

n=1

<N

for a wide class of f : X — R and for large N. For a detailed discussion and
examples, see [25].

Notice that in applying the law of large numbers to establishing the two
approximate inequalities in ([3) we need not general f = f(p,x) but only f =
f(p) (known in advance) and f = f(x). In particular, we only need calibration
and resolution separately, not calibration-cum-resolution. These are the two
specific probability laws we will be concerned with.

The requirement that I', should always be a singleton (in fact, we will even
need the function G(p) to be continuous) is restrictive: for example, it is not
satisfied for the absolute loss function. To deal with this problem, we will have to
consider forecasting strategies that output extended forecasts (p,,q,) € [0, 1]?,
where p,, is the forecast of y, and the extra component g, will play a more
technical role.

The next section is devoted to constructing a perfect forecasting strategy
relative to the law of large numbers. In the following section we will be able to
prove Theorem [l

5 The algorithm of large numbers

This section is the core of our proof of Theoreml[ll First we describe a forecasting
protocol in which Forecaster tries to predict the observations chosen by Reality.
Following [I7], we introduce another player, Skeptic, who is allowed to bet at
the odds implied by Forecaster’s moves.

11



BINARY FORECASTING GAME 1
Players: Reality, Forecaster, Skeptic
Protocol:
FORn=1,2,...:
Reality announces z,, € X.
Forecaster announces (py, g,) € [0,1]%.
Skeptic announces s, € R.
Reality announces y, € {0,1}.
ICn = anl + Sn(yn _pn)
END FOR.

The real forecast is p, (the “probability” that y,, = 1), which is interpreted
as the price Forecaster charges for a ticket paying y,; s, is the number of
tickets Skeptic decides to buy. The protocol describes not only the players’
moves but also the changes in Skeptic’s capital /IC,,; its initial value Ky can be
an arbitrary real number. Skeptic demonstrates that the forecasts are poor if
he manages to multiply his initial capital (assumed positive) manyfold without
risking bankruptcy (i.e., K, becoming negative). Forecaster also provides an
additional number ¢, € [0, 1] which does not affect Skeptic’s capital; intuitively,
the role of ¢, is to help those of Forecaster’s customers who find themselves in
a position of Buridan’s ass (find two or more actions equally attractive in view
of the forecast p,) to break the tie.

The main difference between our decision protocol (stated at the beginning
of ) and the protocols of this section is that in the latter Forecaster implicitly
claims (by pricing the tickets) that he has the fullest possible knowledge of the
way Reality chooses the observations, and Skeptic tries to prove him wrong by
gambling against him. In the decision protocol, Decision Maker does no make
any such claims and simply tries to minimize his losses.

It will be convenient to make the set [0, 1]? from which the forecasts (py, g,)
are chosen into a topological space. The lexicographic square £ is defined to be
the set [0, 1]? equipped with the following linear order: if (z1,y1) and (x2,y2)
are two points in £, (z1,y1) < (z2,y2) means that either z; < a9 or x; =
x2,71 < y2. (Cf. [B], Problem 3.12.3(d).) The topology on the lexicographic
square is, as usual, generated by the open intervals

(a,b) :={ue £|a<u<b},

a and b ranging over £. As a topological space, the lexicographic square is
normal ([5], Problem 1.7.4(d)), compact ([5], Problem 3.12.3(a), [I0], Problem
5.C), and connected ([B], Problem 6.3.2(a), [I0], Problem 1.I(d)).

As in [27], we will see that for any continuous strategy for Skeptic there
exists a strategy for Forecaster that does not allow Skeptic’s capital to grow,
regardless of what Reality is doing. To state this observation in its strongest
form, we make Skeptic announce his strategy for each round before Forecaster’s
move on that round rather than announce his full strategy at the beginning of
the game. Therefore, we consider the following perfect-information game:

12



BINARY FORECASTING GAME II

Players: Reality, Forecaster, Skeptic

Protocol:

FORn=1,2,...:
Reality announces z,, € X.
Skeptic announces continuous S, : £ — R.
Forecaster announces (pp, ¢n) € £.
Reality announces y, € {0, 1}.
Kni=Kno1 + Sn(prh Qn)(yn - pn)-

END FOR.

Lemma 1 Forecaster has a strategqy in Binary Forecasting Game II that ensures
Ko>2Ki>2Ky>---.

Before proving this lemma, we will need another lemma, which will play the
role of the Intermediate Value Theorem, used in [25].

Lemma 2 If a continuous function f: £ — R takes both positive and negative
values, there exists x € £ such that f(x) = 0.

Proof A continuous image of a connected compact set is connected ([5], The-
orem 6.1.4) and compact ([B], Theorem 3.1.10). Therefore, f(£) is a closed
interval. 1

Proof of Lemma [ Forecaster can now use the following strategy to ensure
Ko> Ky >

e if the function S, (p, q) takes value 0, choose (py,, g, ) such that S, (pn, ¢n) =
0;
e if S, is always positive, take p, := 1 and choose ¢, € [0, 1] arbitrarily;

e if S, is always negative, take p, := 0 and choose g,, € [0,1] arbitrarily. 1

A kernel K on £xX is forecast-continuous if the function K((p, ¢, x), (p’, ¢, "))
is continuous in (p, q,p’, ¢') € £2, for each fixed (z,2’) € X?. (Kernels on £ x X
are defined analogously to kernels on X.) For such a kernel the function

=1
(16)

is continuous in (p, q) € £.

THE LEXICOGRAPHIC ALGORITHM OF LARGE NUMBERS (£ALN)
Parameter: forecast-continuous kernel K on £ x X
FORn=1,2,...:

Read z,, € X.

13



Define S, (p,q) by (@), (p,q) € £.
Output any root (p,q) of Sn(p,q) =0 as (pn, qn);
if there are no roots,

set pp, := (1 4 sign S, )/2 and set ¢, to any number in [0, 1].
Read y,, € {0, 1}.
END FOR.

(Notice that sign.S, is well defined by Lemma ) It is well known that there
exists a function @ : £ X X — H (a feature mapping taking values in a Hilbert
space H) such that

K(a,b) = ®(a) - B(b), VYa,be £ x X. (17)

(For example, we can take the RKHS on £ x X with kernel K as H and take
a — K, as the feature mapping ®; there are, however, easier and more trans-
parent constructions.) It can be shown that ®(p,q,x) is forecast-continuous,
i.e., continuous in (p,q) € £ for each fixed x € X, if and only if the kernel K
defined by () is forecast-continuous (see, e.g., [25], Appendix B).

Theorem 2 Let K be the kernel defined by [I7) for a forecast-continuous fea-
ture mapping ® : £ x X — H. The lexicographic algorithm of large numbers
with parameter K outputs (pn, qn) such that

2

N
Z(yn - pn)q)(pnv qn, xn)
n=1

N
< an(l _pn) H(I)(pm dn;, fEn)HQ (18)
n=1

always holds for all N =1,2,....

Proof Following £ALN Forecaster ensures that Skeptic will never increase his
capital with the strategy

n—1

Sn = Z K ((Pn> @n»> n), (pis ¢y 7)) (yi — pi)

=1
1
+5K ((Prs @ns Tn)s (Prs Gns Tn)) (1= 2pp). (19)
Using the formula
(Yn — Pn)® = pu(l —pn) + (1 = 2p,) (Yn — Pn)

(which can be checked by setting y,, := 0 and y, := 1), we can see that the
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increase in Skeptic’s capital when he follows ([d) is

WE

ICN - ’CO = Sn(yn - pn)
n=1
N n-—1
=3 > K ((n: GnsTn), (0i: 63, 71)) (Yo — Pn) (i — i)
n=1i=1
1 N
+ 5 Z K ((pna qn, xn)v (pm qn; In)) (1 - 2pn)(yn - pn)
n=1
1 N N
=3 SN K ((Pns @ns @), (pir 635 1)) (Y — pn) (0 — i)
n=11:=1
1 N
2
3 7;1 K ((pna qn, xn)v (pm qn; In)) (yn - pn)
1 N
+ 5 Z K ((pna qn, xn)v (pm qn; In)) (1 - 2pn)(yn - pn)
n=1
1 N N
=3 ; ; K ((pns Gn Tn)s (i @is i) (Yn — Pn) (Y — pi)
1 N
- 5 7;1 K ((pna qn, xn)v (pm qn; zn))pn(l - pn)
1| ’
= 5 Z(?J —Pn)q’(memCCn - _an pn ||‘I)(men7$n)||2,
n=1
which immediately implies ([IJ). 1
Resolution

This subsection makes the next step in our proof of Theorem [l Its forecasting
protocol is:

FORn=1,2,...:
Reality announces z,, € X.
Forecaster announces (pp, q,) € [0,1].
Reality announces y, € {0, 1}.

END FOR.

Our goal is to prove the following result (although in §8l we will need a slight
modification of this result rather than the result itself).

15



Theorem 3 Let F be an RKHS on X. The forecasts (py,qn) output by £LALN
always satisfy

cr
< Ll VN

N
> (yn — pn)f(@n)

for all N and all functions f € F.

Proof Applying ALN to the feature mapping © € X — K, € F and using
X)), we obtain

N
Z(yn _pn) <Kacnu f>]-‘

N
= ‘<Z(yn _pn)Kmnu f>
n=1 F

N
> (n = pn) f(n)

<

£l

_7.'

N
Z (yn - pn)Kmn
n=1

N N
<N f sy | D pall = p)K (@, wn) < x| fl5 4| D pall —pa) (20)
n=1 n=1

for any f € F. 1

Remark 4 In the terminology introduced in the previous section, Theorem Blis
about resolution. This is sufficient for the purpose of this paper, but it is easy to
see that similar statements hold for calibration-cum-resolution and calibration.
For example, let F be an RKHS on £ x X. The forecasts (py,g,) output by
£ALN always satisfy

N

Z(yn =) f(Pry @n, n)| < % ||f||]:\/N

n=1

for all N and all functions f € F.

6 Proof of Theorem [

Before starting the proof proper, we need to discuss two topics: choosing a
suitable choice function and “mixing” different feature mappings.

The canonical choice function

Let us say that a straight line (1 — p)z 4+ py = ¢ in the (z,y)-plane, where
p € [0,1] and ¢ € R, is southwest of the superdecision set ¥ (defined by @) if

V(z,y) €eX: (1 —p)z+py > c.

For each p € [0,1] let ¢(p) be the largest ¢ (which obviously exists) such that
the line (1 — p)x + py = c¢ is southwest of X. It is clear that, for p € (0,1), the

16



line (1 — p)x 4+ py = ¢(p) intersects ¥ and the intersection, being compact and
convex, has the form [A(p), B(p)], where A(p) and B(p) are points (perhaps
A(p) = B(p)) on the line. For concreteness, let A(p) be northwest of B(p)
(i.e., if A(p) = (Ao, A1) and B(p) = (By, B1), we assume that Ay < By and
A1 > Bj). Now we can define the canonical choice function G associated with
(T, ) as follows:

e if 0 <p<1andgqe][0,1], G(p,q) is defined to be any v € I" satisfying
(A(0,7), A(1,7)) = (1 = q)A(p) + ¢B(p);
the existence of such a -y is obvious;

e if p=0and q €[0,1], G(p, q) is defined to be any fixed v € I satisfying

(A(0,70); A(1,70)) = (Co, f(Co))

(Cop and f are defined in @) and @)); if f(Cp) = oo, such a 7y does not
exist and G(p, ¢) is undefined;

e if p=1and q €10,1], G(p, q) is defined to be any fixed v, € I" such that

()‘(07’71)7 /\(1771)) = (9(01)7 Cl)

(Cy and g are defined in @) and (H)); if g(C1) = oo, such a y; does not
exist and G(p, q) is undefined.

It is easy to see that the function (A(0,G(p,q)), A(1,G(p,q))) is continuous in
(p,q) € dom G and, therefore, Exp, o(p,q) := Exp,(G(p,q)) is continuous in
(p,q) € domG. We defined G in such a way that it is a “perfect” choice
function: A(p, G(p,q)) = inf,er A(p,y) for virtually all (p,q) (in any case, for
all (p,¢) € domG).

Mixing

In the proof of Theorem [ we will mix the feature mapping ®o(p,q,z) =
Exp, ¢(p, q) (into Ho := R) and the feature mapping ®1(p, ¢, z) := K, used in
the proof of Theorem Bl (as discussed in §@ we will have to achieve two goals

simultaneously, only one of them connected with resolution). This can be done
using the following corollary of Theorem

Corollary 4 Let ®; : £ x X — H;, j = 0,1, be forecast-continuous mappings
from £ x X to Hilbert spaces H;. The forecasts output by £ ALN with a suitable
kernel parameter always satisfy

2

N
Z(yn - pn)q)] (pnu Adn, xn)
n=1

H;
N
2 2
< 3 ou (0= ) (180 (0sns ) 3¢, + 191 (0s s ) 3, )
n=1

for all N and for both j =0 and j = 1.
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Proof Define the direct sum H of Hy and H; as the Cartesian product Hg x Hy
equipped with the inner product

(9.9"7 = ((90,91): (96, 91)) 3¢ = D {95 G2,
=0

Now we can define ® : £ x X — H by
(I)(pu q, JI) = ((I)O(pv q, :E)u D, (p7 q, :E)) ;
the corresponding kernel is
K((p,q,2), ', ¢, 2")) == (®(p,q. %), 2(p', ¢, "))

=D (Pi(p,q,2), 2,0, 7))y, = Y K;((pa,2), (0, d,a")),

) j=0

=

where Ky and K; are the kernels corresponding to ®y3 and ®;, respectively.
It is clear that this kernel is forecast-continuous. Applying £ALN to it and
using ([[J), we obtain

2

N

Z(yn - pn)q)] (pnu Adn, xn)
n=1 Hj
2

<

N N
(Z(yn - pn)(I)O(pm qn, x’ﬂ)a Z(yn - pn)(l)l (pm qn, $n)>

n=1

H
2

N
Z(yn - pn)q)(pna dn, xn)
n=1

N
2
n=1

H
N 1
2
= a1 =p2) D195 (Prs gnswn)llg, -
n=1 7=0
Merging ®¢ and ®; by Corollary Bl we obtain
N N
(Un = Pn) Bxpy ¢(n@n)| = || D Wn — pn) @0 (Pns G, )
n=1 n=1 R
N
< an(l - pn) (EXpi,G(pna Qn) + K(xnv xn)) (21)
n=1
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and, using 20),

N N
Z(y - (‘Tn) < Z(yn _pn)Kﬂan ”f”]-‘
n=1 n=1 F
N

1£1l

F

Z p’n, ¢1 pnv%uxn)

N
< |f|]—"\l Z (1= pn) (Exp3 ¢ (Pns @n) + K(zn, 7)), (22)
for each function f € F.

Proof: Part 1

In this subsection we will assume that domG = £. Subtracting (@) from
Ay, 7) = yA(L7) + (1 = y)A0,7), we obtain

A7) = AP, 7) = (¥ — p)(A(1,7) = A(0,7)) = (y — p) Exp,(7) (23)

(we already did this in § but we promised that the rest of the paper would be
formally independent of §@l). Using the last equality and ZI)—(22), we obtain
for the decision strategy v, := G(pn, ¢n) based on the (py, gn) output by £ALN
with the merged kernel as parameter:

N N
Z )\(y’ﬂu ’Yn) = Z )‘(ynu G(pna Qn))

N
APns G(Pnr@0)) + Y (AWn: GPns4n)) = Apns G(Pn, an)))

n=1

3
M=~

3
Il
A

I
M=
M=

)\(pna G(pnv Qn)) + (yn - pn) EXP)HG(pnv Qn)

3
Il
A

1

N
an (1—pn) (Eka G(pn7 qn) + K(zn, In))

n=1

M=

A(pna G(pnv Qn +

)\pn; +¢

N
AMyn, D Z (Yn, D(xp) /\(me(xn)))

3
Il
—
3
_— I

Mz

pn 1 - pn (EXpi,G(pna Qn) + K(Ina In))

-

3
Il
A

I
Mz

3
Il
-

N
+ $ Pn(1 = pn) (Exp3 ¢ (Pn: gn) + K(2n, )

n=1
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N N
= Z AYn, D(@n)) — Z(yn —Pn) EXPA,D(IH))

n=1 n=1

N
=+ an(l —pn) (Expi,G(pn;Qn) +K($n,117n))

n=1
N N
< Z )\(ynv D(InD + ||EXp)\,D ||]: an(l - pn) (EXpi,G(pna Qn) + K(xnv xn))
n=1 n=1

N
+ an(l —Pn) (Expi,c(pm%z) +K(xna$n))
n=1
N N
= Z )‘(ynv D(IHD + (HEXP)\,DH}- + 1) an(l - pn) (EXpi,G(pna Qn) + K(xnv xn))
n=1 n=1

It remains to show that ¢y r < oo (assuming cx < oo, here and in the rest
of this section). In this case, dom G = £, this is easy: essentially, this is the case
of a bounded loss function (the reservation “essentially” is needed since I' can
contain “litter”—decisions dominated by other decisions in I'). Since Exp,  is
continuous and £ is compact, '

sup p(1 —p) (Exp3 ¢(p,q) + cF) < oo.
(p,q)e£

Proof: Part II
The stripped lezicographic square is the subset
i€t :=(0,1) x [0,1]

of £. In this subsection we consider the case dom G = 1£1.
The order and topology on £ are inherited from £. The following analogue
of Lemma [ still holds.

Lemma 3 If a continuous function f : €1 — R takes both positive and negative
values, it also takes the value 0.

Proof See the proof of Lemma B} f(1£1) is still a connected set in R. 1

A kernel K on 1£1x X is forecast-continuous if the function K ((p, ¢, x), (', ¢, 2'))
is continuous in (p,q,p’,q') € (1£1)2. The function (@) is then continuous in
(p,q) € T, and for our current kernel

K ((pa q, CC), (p/a q/a I/)) = EXp)\,G(pa q) EXp)\,G(p/a q/) + <KI7 Kz'>}‘ (24)
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it equals

n—1

Sn(p,q) = Z(EXP,\,G(I% q) EXP,\,G(pu qi) + <KIn7KlE'L>.7:) (yi — pi)
i=1

1
+ 5 (Bxpd o(p.0) + 1K, 5) (1 - 20)
1
= AExpy (p,) + B+ 5 Bxp} 6(p,0)(1 = 2p) + Cp, (25)

where A, B, and C do not depend on (p, ¢). Since dom G = €1, |Exp, ¢ (p, q)| —
ocasp— 0orp— 1, and so

lim S,(p,q) = — 26
L (@) (26)
(p.q)etet
and
lim  S,(p,q) = co. 27
L (p:q) (27)
(p.q)e'e!
The stripped lexicographic ALN (or, briefly, {£TALN) is defined as the lexico-
graphic ALN except that:

e its parameter is a forecast-continuous kernel K on £ x X;

e it outputs a root (p,q) (an element of ¥£T = domS,) of the equation
Sn(p,q) = 0 as (pn, ¢n) and crashes if this equation does not have roots
(this will never happen for the kernel @4)).

Because of [28) and £7), £TALN applied to the kernel [24) on T x X still
ensures that ([[8) holds for our feature mapping (®g, P1); this algorithm never
crashes and, of course, never outputs (py, g,) with p, € {0,1}. We can see that
the proof of (@) given in the previous subsection still works.

Let us now prove that ¢y # < oo when dom G = £, Tt suffices to check that

limsup pExpy ¢ (p, q) < oo (28)
(pa)—(0.1) |
(p,a)€'c’

and
limsup (1 — p) Exp3 (p, q) < oo. (29)
(p,9)—(1,0)
()
For example, let us demonstrate ([23). Without loss of generality, we replace ([8)
with
L) =0(t"2), ¢-(t)=0(t"?) (30)
(this can be done since f/ () < fi.(t) < fL(t+1) and ¢’ (t) < ¢/, (t) < ¢" (t+1)).
Consider the decision

(X,Y) := (M0,G(p,q)), M1,G(p,q))) -
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Since —PTP is a subgradient (see, e.g., [I5], Section 23) of f(z) at X, B0) implies
that 1 —p = O(X~2), e, (1 —p)X? = O(1). Since |[Exp, ¢(p,q)| = X —Y <
X — C4 for (p,q) < (1,0) sufficiently close to (1,0), ) indeed holds.

Proof: Part III

In this subsection we consider the remaining possibilities for dom G. Let us
define the left-stripped lezicographic ALN (£ ALN for brief) as the lexicographic
ALN except that:

e its parameter is a forecast-continuous kernel K on £ x X, where the left-
stripped lexicographic square

£ = (0,1] x [0,1]
is equipped with the order and topology inherited from £;

e it outputs a root (p,q) € £ of the equation S, (p,q) = 0 as (pn,qn); if
this equation does not have roots in £, we set p, := 1 and set ¢, €
[0,1] arbitrarily (we will make sure that this happens only when S, is
everywhere positive).

In a similar way we define the right-stripped lezicographic square £7 and the
right-stripped lexicographic ALN (£TALN), which always outputs (p,,,qn) € £7;
when S, (p, q) = 0 does not have roots (p, q) € £ we now set p, := 0.

We only consider the case domG = £ (the case dom G = £T is treated
analogously); this corresponds to f(Cp) = 0o and f(C1) < co. Since S, is con-
tinuous, the absence of roots of S,, = 0 in £ in conjunction with ([7) means that
S, is positive everywhere on £, and so setting p, := 1 in this case guarantees
that £ ALN still ensures ([§). It remains to notice that [Z8) still holds.

7 The algorithm

In this short section we extract the decision strategy achieving (@) from our
proof of Theorem [l As we have already noticed (see (EH)),

n—1

Sn(p,q) = Z (EXPA,G(pa q) Expy ¢ (pi> @) + K(zy, ivz')) (yi — pi)
i=1

1
+ 5 (Bx0} (P @) + K(wa, ) ) (1= 2p); - (31)
this immediately leads to the following explicit description.

AN ALGORITHM ACHIEVING ()

Parameters: game with loss function A and canonical choice function G;
kernel K on X
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FORn=1,2,...:
Read z,, € X.
Define Sy, (p, q) by @) for all (p,q) € £ for which G(p, q) is defined.
Define (pn, gn) as any root (p,q) of S,(p,q) = 0;
if there are no roots,
set p, := (1 +sign S,,)/2 and set ¢, to any number in [0, 1].
Set v := G(pn, Qn)'
Read y,, € {0, 1}.
END FOR.

(We saw in the previous section that sign S, is well defined and is —1 or 1 in
this context.)

The canonical choice functions for the three examples of games given in 8l
are as follows: G(p,q) = p for the square loss and log loss games, and

0 ifp<1/2
Glpa)={1 ifp>1/2 (32)
qg ifp=1/2

for the absolute loss game.

8 Directions of further research

In this section we discuss informally what we consider to be interesting directions
of further research.

Non-convex games

Theorem [M assumes that the superdecision set is convex. The assumption of
convexity is convenient but not indispensable. We will only discuss the simplest
non-convex game.

The loss function for the simple loss game is the same as for the absolute
loss game, A(y,7v) = |y — |, but T' = {0,1}. Now the approach we have used
in this paper does not work: since I' consists of two elements, there is no non-
trivial continuous choice function G : £ — T' (every continuous image of £ is
connected: [B], Theorem 6.1.4).

A natural idea ([4]) is to allow Decision Maker to use randomization. The
expected loss of a strategy making decision 1 with probability v and 0 with
probability 1 —« is |y — 7|, where y is the actual observation; therefore, for the
simple loss game a randomized decision strategy can guarantee the following

analogue of ([3)):

Zmyn %|<Z|yn— D)+ (2D - 15+ DVE,  (3)
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where E refers to the strategy’s internal randomization (the decision rules D
can be allowed to take values in [0, 1]).

The disadvantage of ([B3) is that typically we are interested in the strat-
egy’s actual rather than expected loss. Our derivation of (B3] shows the role
of randomization: with our choice function (BZ) no randomization is required
unless p = 1/2. Typically, we rarely find ourselves in a situation of complete
uncertainty, p, = 1/2; therefore, only a little bit of randomization is needed,
essentially for tie breaking. The actual loss will be very close to the expected
loss. It would be interesting to derive formal statements along these lines.

Non-binary observations

It would also be interesting to extend this paper’s results to more general ob-
servation spaces (first of all, to carry them over to least-squares regression and
multi-class classification). The two apparent obstacles to such extensions are
that the fundamental equality Z3) looks tailored to the binary case y € {0,1}
and that Lemma [l ceases to be obvious outside the binary case. However,
E3) only states, in the terminology of [I7], that A(p,) is the game-theoretic
expected value of A(y,7) (and that reproducing A(y,~y) given A(p,7y) can be
accomplished by buying A(1,7) — A(0,~) tickets paying y and costing p each).
Similar equalities hold for many other forecasting protocols. And an analogue
of Lemma [ for a wide class of forecasting protocols is proved in [26].

Optimality

An important problem is to investigate the optimality of our algorithm, de-
scribed in g is the bound (@) tight? (The tightness of the bounds in Theorem
and Equation @) is established in [25].)
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