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mean, distribution, and density objects by penalized local least squares, penalized

JEL classification: local maximum likelihood estimation, and numerical differentiation, respectively, where
21 control variables are selected via a localized method of L;-penalization at each value of
62 the continuous treatment. In the second stage we estimate the average and marginal
distribution of the potential outcome via the plug-in principle. In the third stage,
Keywords: : : : ; ; :
we estimate the quantile and marginal treatment effects by inverting the estimated

Average treatment effect

High dimension distribution function and using the local linear regression, respectively. We study the

Least absolute shrinkage and selection asymptotic properties of these estimators and propose a weighted-bootstrap method
operator (Lasso) for inference. Using simulated and real datasets, we demonstrate that the proposed
Nonparametric quantile regression estimators perform well in finite samples.

Nonseparable models © 2019 Elsevier B.V. All rights reserved.
Quantile treatment effect

Unconditional average structural derivative

1. Introduction

Non-separable models without additivity appear frequently in econometric analyses, because economic theory
motivates a nonlinear role of the unobserved individual heterogeneity (Altonji and Matzkin, 2005) and its multi-
dimensionality (Browning and Carro, 2007; Carneiro et al., 2003; Cunha et al., 2010). A large fraction of the previous
literature on non-separable models has used control variables to achieve the unconfoundedness condition (Rosenbaum
and Rubin, 1983), that is, the conditional independence between a regressor of interest (or a treatment) and the
unobserved individual heterogeneity given the control variables. Although including high-dimensional control variables
makes unconfoundedness more plausible, the estimation and inference become more challenging, as well. It remains
unanswered how to select control variables among potentially very many variables and conduct proper statistical
inference for parameters of interest in non-separable models with a continuous treatment.

* First draft; February, 2017. We are grateful to Alex Belloni, Xavier D’Haultfceuille, Michael Qingliang Fan, Bryan Graham, Yu-Chin Hsu, Yuya
Sasaki, and seminar participants at Academia Sinica, Duke, Asian Meeting of the Econometric Society, China Meeting of the Econometric Society,
and the 7th Shanghai Workshop of Econometrics. Su acknowledges the funding support provided by the Lee Kong Chian Fund for Excellence. Zhang
acknowledges the funding support provided by the Singapore Ministry of Education Tier 2 grant under grant no. MOE2018-T2-2-169 and the Lee
Kong Chian fellowship.
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This paper proposes estimation and inference for unconditional parameters,' including unconditional means of
the potential outcomes, the unconditional cumulative distribution function, the unconditional quantile function, and
the unconditional quantile partial derivative with the presence of both continuous treatment and high-dimensional
covariates.” The proposed method estimates the parameters of interest in three stages. The first stage selects controls
by the method of least absolute shrinkage and selection operator (Lasso) and predicts reduced-form parameters such as
the conditional expectation and distribution of the outcome given the variables and treatment level and the conditional
density of the treatment given the control variables. We allow for different control variables to be selected at different
values of the continuous treatment. The second stage recovers the average and the marginal distribution of the potential
outcome by plugging the reduced-form parameters into doubly robust moment conditions. The last stage recovers the
quantile of the potential outcome and its derivative with respect to the treatment by inverting the estimated distribution
function and using the local linear regression, respectively. The inference is implemented via a weighted-bootstrap without
recalculating the first stage variable selections, which saves considerable computation time.

To motivate our parameters of interest, we relate our estimands (the population objects that our procedure aims to
recover) with the structural outcome function. Notably, we extend Hoderlein and Mammen (2007) and Sasaki (2015) to
demonstrate that the unconditional derivative of the quantile of the potential outcome with respect to the treatment is
equal to the weighted average of the marginal effects over individuals with same outcomes and treatments.

This paper contributes to two important strands of the econometric literature. The first is the literature on non-
separable models with a continuous treatment, in which previous analyses have focused on a fixed and small number
of control variables; see, e.g., Chesher (2003), Chernozhukov et al. (2007), Hoderlein and Mammen (2007), Imbens and
Newey (2009), Matzkin (1994) and Matzkin (2003). The second is a growing literature on recovering the causal effect from
the high-dimensional data; see, e.g., Belloni et al. (2012), Belloni et al. (2014a), Chernozhukov et al. (2015a), Chernozhukov
et al. (2015b), Farrell (2015), Athey and Imbens (2016), Chernozhukov et al. (2017), Belloni et al. (2014b), Wager and Athey
(2018), Belloni et al. (2017), and Belloni et al. (2016b). Our paper complements the previous works by studying both the
variable selection and post-selection inference of causal parameters in a non-separable model with a continuous treatment.
Recently, Cattaneo et al. (2016), Cattaneo et al. (2019), and Cattaneo et al. (2018) have considered the semiparametric
estimation of the causal effect in a setting with many included covariates and proposed novel bias-correction methods to
conduct valid inference. Comparing with them, we deal with the fully nonparametric model with an ultra-high dimension
of potential covariates, and rely on the approximate sparsity to reduce dimensionality.

The treatment variable being continuous imposes difficulties in both variable selection and post-selection inference.
To address the former, we use penalized local Maximum Likelihood and Least Square estimations (hereafter, MLE and LS,
respectively) to select control variables for each value of the continuous treatment. The penalized local LS was previously
studied by Kong et al. (2015) and Lee and Mammen (2016).3 The local MLE complements the LS method by estimating a
nonlinear and high-dimensional model with varying coefficients indexed by not only the continuous treatment variable
but also a location variable. Our approach directly extend the distribution regression proposed in Chernozhukov et al.
(2013) to the high-dimensional varying coefficient setting. By relying on the kernel smoothing method, we require a
different penalty loading than the traditional Lasso method. Chu et al. (2011) and Ning and Liu (2017) develop general
theories of estimation, inference, and hypothesis testing of penalized (Pseudo) MLE. We complement their results by
considering the local likelihood with an L; penalty term. Belloni et al. (2018) construct uniformly valid confidence bands
for the Z-estimators of unconditional moment equalities. Our results are not covered by theirs, either, as our parameters
are defined based on conditional moment equalities. To prove the statistical properties of the penalized local MLE, we
establish a local version of the compatibility condition (Bithimann and van de Geer, 2011), which itself is new to the best
of our knowledge.

For the post-selection inference, we establish doubly robust moment conditions for the continuous treatment effect
model. Our parameters of interest are irregularly identified by the definition in Khan and Tamer (2010), as they are
identified by a thin-set. Therefore, by averaging observations only when their treatment levels are close to the one of
interest, the convergence rates of our estimators are nonparametric, which is in contrast with the /n -rate obtained
in Belloni et al. (2017) and Farrell (2015). Albeit motivated by distinct models, Belloni et al. (2016a) also estimate the
irregular identified parameters in the high-dimensional setting. However, the irregularity faced by Belloni et al. (2016a)
is not due to the continuity of the variable of interest. Consequently, Belloni et al. (2016a) do not study the regularized
estimator with localization as we do in this paper.

Estimation based on doubly robust moments is also related to the literature of semiparametric efficiency. The idea of
doubly robust estimation can be traced back to the nonparametric efficiency theory for functional estimation developed
by Begun et al. (1983), Pfanzagl (1990), Bickel et al. (1993), and Newey (1994). Robins and Rotnitzky (2001) and van der

1 To be more specific, the parameters of interest are unconditional on covariates but conditional on the treatment level.

2 We focus on unconditional parameters, in which (potentially high-dimensional) covariates are employed to achieve the unconfoundedness
but the parameters of interest are unconditional on the covariates. Unconditional parameters are simple to display and the simplicity is crucial
especially when the covariates are high dimensional. As emphasized in Frolich and Melly (2013) and Powell (2010), unconditional parameters have
two additional attractive features. First, by definition, they capture all the individuals in the sample at the same time instead of investigating the
underlying structure separately for each subgroup defined by the covariates X. The treatment effect for the whole population is more policy-relevant.
Second, an estimator for unconditional parameters can have better finite/large sample properties.

3 We thank a referee for the reference.
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Laan and Robins (2003) study the semiparametric doubly robust estimators by modeling both the treatment and outcome
processes. van der Laan and Dudoit (2003) allow for nonparametric modeling in causal inference problems. When both
processes are nonparametrically estimated, the doubly robust methods can achieve faster rates of convergence than their
nuisance estimator, making the estimator less sensitive to the curse of dimensionality and model selection bias. Their use
in causal inference is also considered by Robins and Rotnitzky (1995), Hahn (1998), van der Laan and Robins (2003), Hirano
et al. (2003), van der Laan and Rubin (2006), Firpo (2007), Tsiatis (2007), van der Laan and Rose (2011), Kennedy et al.
(2017), and Robins et al. (2017), among others.

Among the works above, our paper is most closely related to Kennedy et al. (2017), who consider the doubly robust
estimation for the average treatment effect when the treatment variable is continuous. Our paper complements theirs in
four aspects. First, the estimation procedures are different. Kennedy et al. (2017) first estimate the efficient influence
function for the weighted average of the mean effect over all treatment levels, and then, use kernel smoothing to
estimate the mean effect at each treatment level. On the contrary, we consider the doubly-robust moment for the
parameters of interest. Second, Kennedy et al. (2017) mainly focus on the mean effect, while we also consider quantile and
marginal treatment effects. We obtain linear expansions for our estimators uniformly over both the quantile index and
the treatment variable. Third, Kennedy et al. (2017) do not construct detailed estimators of their nuisance parameters,
but instead, impose high-level assumptions. To verify such high-level assumptions in the high-dimensional setting is
nontrivial. In contrast, we provide valid estimators for our nuisance parameters via both regularization and localization,
and derive their statistical properties. Fourth, we take into account the fact that the dimension of covariates may increase
with the sample size so that the complexity of our nuisance parameter estimator measured by the uniform entropy will
diverge to infinity. Such a situation is ruled out by Kennedy et al. (2017).

To obtain uniformly valid results over values of the continuous treatment, we derive linear expansions of the
rearrangement operator for a local process which is not tight, extending the existing results in Chernozhukov et al. (2010).

We study the finite sample performance of our estimation procedure via Monte Carlo simulations and an empirical
application. The simulations suggest that the proposed estimators perform reasonably well in finite samples. In the
empirical exercise, we estimate the distributional effect of parental income on son’s income and intergenerational
elasticity using the 1979 National Longitudinal Survey of Youth (NLSY79). We control for a large dimension of demographic
variables. The quantiles of son’s potential income are in general upward slopping with respect to parental income, but
for the subsample of blacks, the intergenerational elasticities are not statistically significant.

The rest of this paper is organized as follows. Section 2 presents the model and the parameters of interest. Section 3
proposes an estimation method in the presence of high-dimensional covariates. Section 4 demonstrates the validity of a
bootstrap inference procedure. Section 5 presents Monte Carlo simulations. Section 6 illustrates the proposed estimator
using NLSY79. Section 7 concludes. Proofs of the main theorems and Lemma 3.1 are reported in the Appendix. Proofs of
the rest of the lemmas are collected in an online supplement.

Throughout this paper, we adopt the convention that the capital letters, such as A, Y, X, denote random elements
while their corresponding lower cases denote realizations. C denotes an arbitrary positive constant that may not be the
same in different contexts. For a sequence of random variables {U,};2; and a random variable U, U, ~ U indicates weak
convergence in the sense of van der Vaart and Wellner (1996). When U, and U are k-dimensional elements, the space of
the sample path is %* equipped with Euclidean norm. When U, and U are stochastic processes, the space of sample path
is L°({v € 9R* : |v| < BY) for some positive B equipped with sup norm. The letters P,, P, and 2, denote the empirical
process, expectation, and U-process, respectively. In particular, P, assigns probability % to each observation and ¢/, assigns
probability n(n%l to each pair of observations. E also denotes expectation. We use P and E exchangeably. For any positive
(random) sequence (u,, vy), if there exists a positive constant C independent of n such that u, < Cv,, then we write
Un S vn. || - llg,q denotes LY norm under measure Q, where q = 1, 2, oc. If measure Q is omitted, the underlying measure
is assumed to be the counting measure. For any vector 0, ||6]o denotes the number of its nonzero coordinates. Supp(9),
the support of a p-dimensional vector 6, is defined as {j : 6; # 0}. For T C {1, 2, ..., p}, let [T| be the cardinality of T, T¢
be the complement of T, and 67 be the vector in )? that has the same coordinates as 6 on T and zero coordinates on T¢.
Last, let a v b = max(a, b).

2. Model and parameters of interest

Econometricians observe an outcome Y, a continuous treatment T, and a set of covariates X, which may be high-
dimensional. They are connected by a measurable function I'(-), i.e.,

Y =I(T, X, A),

where A is an unobservable random vector and may not be weakly separable from observables (T, X), and I" may not be
monotone in either T or A.

Let Y(t) = I'(t, X, A). We are interested in the average EY(t), the marginal distribution P(Y(t) < u) for some u € R,
and the quantile g.(t), where we denote g.(t) as the t-th quantile of Y(t) for some 7 € (0, 1). We are also interested in
the causal effect of moving T from t to t’, i.e., E(Y(t) — Y(t')) and q.(t) — q.(t'). Last, we are interested in the average
marginal effect E[9;I"(t, X, A)] and quantile partial derivative 9,q.(t). Next, we specify conditions under which the above
parameters are identified.
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Assumption 1. The random variables A and T are conditionally independent given X.

Assumption 1 is known as the unconfoundedness condition, which is commonly assumed in the treatment effect
literature. See Cattaneo (2010), Cattaneo and Farrell (2011), Hirano et al. (2003) and Firpo (2007) for the case of discrete
treatment and Graham et al. (2014), Galvao and Wang (2015), and Hirano and Imbens (2004) for the case of continuous
treatment. It is also called the conditional independence assumption in Hoderlein and Mammen (2007), which is weaker
than the full joint independence between A and (T, X). Note that X can be arbitrarily correlated with the unobservables
A. This assumption is more plausible when we control for sufficiently many and potentially high-dimensional covariates.

Theorem 2.1. Suppose Assumption 1 holds and I"(-) is differentiable in its first argument. Then the marginal distribution of Y(t)
and the average marginal effect 9;EY(t) are identified. In addition, if Assumption 6 in Appendix A holds and X is continuously
distributed, then 0.q.(t) = E,,  [0.I'(t, X, A)], where, for fix ) denoting the joint density of (X, A), u. is the probability

measure on {(x, a) : I'(t, x, a) = q.(t)} with density fix.a) where

Va0

X, a

G = / 7f(X,A)( ) dxda.
(x,a):I"(t,x,a)=q(t) ”V(X,G)F(t’ ] )”

Several comments are in order. First, because the marginal distribution of Y(t) is identified, so be its average, quantile,
average marginal effect, and quantile partial derivative. As pointed out by Imbens and Newey (2009), a non-separable
outcome with a general disturbance is equivalent to treatment effect models. Therefore, we can view Y(t) as the potential
outcome. Under unconfoundedness, the identification of the marginal distribution of the potential outcome with a
continuous treatment has already been established in Hirano and Imbens (2004) and Galvao and Wang (2015). The first
part of Theorem 2.1 just re-states their results. Second, the second result indicates that the partial quantile derivative
identifies the weighted average marginal effect for the subpopulation with the same potential outcome, i.e., {Y(t) = q.(t)}.
The result is closely related to, but different from Sasaki (2015) . We consider the unconditional quantile of Y(t), whereas
he considered the conditional quantile of Y(t) given X. Third, we require X to be continuous just for the simplicity
of derivation. If some elements of X are discrete, a similar result can be established in a conceptually straightforward
manner by focusing on the continuous covariates within samples homogeneous in the discrete covariates, at the expense
of additional notation. Finally, we do not require X to be continuous when establishing the estimation and inference
results below.

3. Estimation

Let f;(x) = frix(t|x) denote the conditional density of T evaluated at t given X = x and d,(-) denote the Dirac function
such that for any function g(-),

/ g(s)di(s)ds = g(t).

In addition, let Y,(t) = 1{Y(t) < u} and Y, = 1{Y < u} for some u € N. Then E(Y(t)) and E(Y,(t)) can be identified by
the method of generalized propensity score as proposed in Hirano and Imbens (2004), i.e.,

Yd (T Y, d(T

E(Y(t)):E( al )> and ]E(Yu(t)):IE( ud( )). (3.1)
fe(X) fe(X)

There is a direct analogy between (3.1) for the continuous treatment and E(Y,(t)) = E( EJE;{L: )g) when the treatment

T is discrete: the indicator function shrinks to a Dirac function and the propensity score is replaced by the conditional
density. Following this analogy, Hirano and Imbens (2004) called f;(X) the generalized propensity.

Belloni et al. (2017) and Farrell (2015) considered the model with a discrete treatment and high-dimensional
control variables, and proposed to use the doubly robust moment for inference. Following their lead, we propose the
corresponding doubly robust moment when the treatment status is continuous. Let v¢(x) = E(Y|X = x,T = t) and
Gru(x) = E(Yy|X =x, T =t), then

E(Y(t)) = E[(W) + vt(X):| (3.2)
and
(Yu — ¢ u(X))d(T)
Y, = _ e u(X) . 33
E(Yy(t)) E[( 100 >+¢, ( )] (33)

We propose the following three-stage procedure to estimate wu(t) := EY(t), a(t, u) := P(Y(t) < u), q.(t), and 9,:q.(t):

1. Estimate v;(x), ¢¢ 4(x), and fi(x) by D;(x), 745]‘“()() and ft(x), respectively, using the first-stage bandwidth h;.
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2. Estimate u(t) and «a(t, u) by

X TS[[(Y=DeX), Ti—t) -
M(t)=n2[( K( hz ))+vt(xi)}

i=1 ft (XI )hZ

and
n

a(t,u) = % Z[(Wuﬁ_(z;’;ixi))m Tih: t)) +$t,u(X,<)], respectively,

i=1

where K(-) and h; are a kernel function and the second-stage bandwidth, respectively. Then rearrange a(t, u) to
obtain &' (t, u), which is monotone in u.

3. Estimate q.(t) by inverting a'(t, u) with respect to (w.r.t.) u, i.e., §.(t) = inf{u : @'(t,u) > }; estimate 9, u(t) =
Ed, I'(t, X, A) by B(t), which is the estimator of the slope coefficient in the local linear regression of i(T;) on Tj;

N

estimate d,q.(t) by B1(t), which is the estimator of the slope coefficient in the local linear regression of §.(T;) on T;.
3.1. The first stage estimation

In this section, we define the first stage estimators and derive their asymptotic properties. Since v(x), ¢ ,(x), and
fi(x) are local parameters w.r.t. T = t, in addition to using L; penalty to select relevant covariates, we rely on a kernel
function to implement the localization. In particular, we propose to estimate v¢(x), ¢ ,(x), and f;(x) by a penalized local
LS, a penalized local MLE, and numerical differentiation, respectively.

3.1.1. Penalized local LS and MLE

Recall v (x) = E(Y|X = x,T = t) and ¢ ,(x) = E(Yy|X = x,T = t) where Y, = 1{Y < u}. We approximate v(x) and
¢ u(X) by b(x)'y: and A(b(x)6;.,), respectively, where A(-) is the logistic CDF and b(X) is a p x 1 vector of basis functions
with potentially large p. In the case of high-dimensional covariates, b(X) is just X, while in the case of nonparametric sieve
estimation, b(X) is a series of bases of X. The approximation errors for v;(x) and ¢ ,(x) are given by r(x) = v:(x) — b(x) y:
and rff u(X) = ¢r.u(x) — A(b(x)6; ), respectively.

Note that we only approximate v;(x) and ¢ ,(x) by a linear regression and a logistic regression, respectively, with the
approximation errors satisfying Assumption 2. Assumption 2 puts a sparsity structure on v¢(x) and ¢; ,(x) so that the
number of effective covariates that can affect them is much smaller than p. If the effective covariates are a few discrete
variables that have a few categories, then we can saturate the regressions by low-dimensional dummy variables so that
there is no approximate error. If some of the effective covariates are continuous, then we can include sieve bases in the
linear regression so that the approximation error can still satisfy Assumption 2. One possible scenario that the approximate
sparsity condition may fail is when there are a substantial amount of discrete variables that are all on the same footing
(e.g., job occupation dummies). In this case, it is hard to define a sparse approximation.* Last, the coefficients y: and 6
are both functional parameters that can vary with their indexes. This provides additional flexibility of our setup against
misspecification. R R

We estimate v,(x) and ¢ ,(x) by De(x) = b(x)' 7 and ¢ ,(x) = A(b(x)6;.,), respectively, where

. 1 Lo Ti—t
e = argmin - ;(Y, bXD)y PK(=

A~
)+ E”E[V”h (3.4)

R 1 ¢ T —t
Oru = argmin — Y " M(1{Y; < u}, X;; 0)K(—
0 n

i=1

Ao~
)+ H||‘1’t.u9||1, (3.5)

Il-1l; denotes the Ly norm, hy is the first-stage bandwidth, A = £,(log(p v nh;)nh;)'/? for some slowly diverging sequence
£y, and M(y, x; g) = —[ylog(A(b(x)g)) + (1 — y)log(1 — A(b(x)'g))]. Our penalty term A is different from the one used
in Belloni et al. (2017) and Belloni et al. (2019), i.e., A* = 1.1®~'(1 — y/p)n'/?, where y = o(1) is some user-supplied
constant, and &(-) is the standard normal CDF. Belloni et al. (2017) suggest y = C/(nlog(n)), which implies that

@~ '(1— y/p) ~ [log(1/C) + log(p) + log(n) + log(log(n))]"/> ~ \/log(p Vv n).

Therefore, our penalty term A is of same order of magnitude of A* if nh; is replaced with n and ¢, is removed. We need to
use nhy in our penalty due to the presence of the kernel function in our estimation procedure. In particular, the effective
sample size is of the same order of nh;.> We will specify the order of magnitude of h; in Assumption 2. The role played by
£, in our penalty is similar to that of y in A*, which is to control the selection error uniformly. We refer readers to Belloni

4 We thank the Associate Editor for this point.
5 Note that log(n) and log(nh) are of the same order of magnitude.
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et al. (2017, Equation (6.4)) for a more detailed discussion on this point. Since we do not use the advanced technique
of self-normalized process as in Belloni et al. (2017), we multiply the sequence ¢, with /log(p v n) while in A*, log(y)
is additive to log(pn) inside the square root. We propose a rule-of-thumb A in Section 5 and study the sensitivity of our
inference method against the choice of 2 in Section S.3 of the online supplementary material.

In (3.4) and (3.5), &; = dlag(lt Toone ,ft,p) and Q/\t,u = diag(l[,u,l, R up) are generlc penalty loading matrices. The
infeasible loading matrices we would like to use are & = diag(lt,o,l, ..., ltop) and ll/[ wo = diag(ls w01, -5 lewop) in
which

leoj = [|(Y = ve(X)bi(X)K(——)h;
1 Pn,2
and
T—t  _
o = H(Yu = GeuXDBOOK(—h 2|
Pp.2

respectively. Since v¢(-) and ¢, ,(-) are not known, we follow Belloni et al. (2017) and propose an iterative algorithm
to obtain the feasible versions of the loading matrices. The statistical properties of the feasible loading matrices are
summarized in Lemma A.3 in Appendix A.

Algorithm 3.1.

1. Let B0 = diag®,,...,T0 p) and ! 00, = diagld, ..., 10, ), where ') = [[Yby(X)K(Z=)hy lp, 2 and 2, ; =
(| Yubi(X ) (TT]) 11/ llg,.2. Using Z° and llftou, we can compute 7° and égu by (3.4) and (3.5). Let D2(x) = b(x) 7
and ¢?,(x) = A(b(x)6?,) for x = xl, o X

2. For k = 1,...,K for some fixed positive integer K, we compute Et" = dlag(l’[‘1,...,
1)) and ¥, = diag(l’t‘u 1 oo f 4 ) where

- T—t  _
k= ‘(Y—’ﬁf‘l(x))bj(x)l(()hl 12
hy Pn,2
and
k k=1 r—to -1
I wj = [|(Yu — &y (X)Dbi(X)K( p hy
1 Pn.2

we can compute 7 and 9" by (3 4) and (3.5). Let D¥(x) = b(x) p¥ and qﬁt L) = (b(x)’ét’fu) for
= and lI/t ¢ in (3.4) and (3.5).

Using ZF and ¥}

tu
X= X1, ..., Xu. The final penalty loading matrlces K and lI/K will be used for =

Let St and S[u contain the supports of 7 and 0”,, respectively, such that |S | < supies I17%llo, and |§[,u| <

SUD (¢ nyeTU ||9“,||0 For each (t,u) € TU = T x U where 7 and ¢/ are compact subsets of the supports of T and Y,
respectively, the post-Lasso estimator of y; and 6; , based on the set of covariates S“ and Sr u are defined as

i , ) T, —t N
# € argmin E (Y; — b(X;) y)ZK(IT), s.t. Supp(y) € ',
[ 1

and

—t ~
Ot u € argmmZM {Y; < u}, X;; 9)1(( ), s.t. Supp(f) € S;y-

- h
o 5 1

The post-Lasso estimators of v(x) and ¢, ,(X) are given by V;(X) = b(X)'7; and at,u(X ) = A(b(X)6, ), respectively.

3.1.2. Conditional density estimation

Following Belloni et al. (2019), we propose to first estimate F;(X), the conditional CDF of T given X, by the (logistic)
distributional Lasso regression studied in Belloni et al. (2017) and then take the numerical derivative. Following Belloni
et al. (2017), we approximate F,(X) by a logistic CDF A(b(X) B;) and the approximation error is denoted as rtF (x) =
Fi(x) — A(b(x) B¢). We estimate S; by Bt, which is computed as

i . ,
B —argmmfZM T < ), X B)+ Bl and Fi(x) = A(b() o), (36)

i=1

where M(-) is the logistic likelihood as defined previously, the penalty
A=110""(1—y/{pv nhi}n'?
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is slightly modified from but of the same order of magnitude as A* used in Belloni et al. (2017) and Belloni et al. (2019), for
some y — 0 specified in Section 5, and the penalty loading ¥; is estimated in Algorithm 3.2, which is also due to Belloni
et al. (2017):

Algorithm 3.2.

1. Let ¥0 = diag(},, ..., 10,) where I, = [T < t}bj(X)llg, 2. Using @0, we can compute B° and F,(X) by the
(logistic) distributional Lasso regression.
2. Fork=1,...,K, we compute ¥} = diag(l¥

k
t1> - lf,) where

Ik = H <1{T <t}— if[k*1(X)>bj(X)

Pp,2

Using @k we can compute ﬁ[" and ﬁ["(X ) by the (logistic) distributional Lasso regression. The final penalty loading
matrix ¥ will be used as ¥, in (3.6).

Then, f;(X), the conditional density of T = t given X is computed as

. Fron (X) — Frop, (X
700 = thy ( )Zh]rln( ),

where hy is the first-stage bandwidth.

3.1.3. Asymptotic properties of the first stage estimators
To study the asymptotic properties of the first stage estimators, we need some assumptions.

Assumption 2. Let 7¢/ be a compact subset of the support of (T, Y) and X be the support of X.

1. The sample {Y;, T;, X;}! , is i.id.
2. || maxj<p |bi(X)llp.c0 < &n and C < Eb(X)* < 1/Cj=1.....p.
3. sup; e Max([|vellos | Bello, 116¢.ullo) < s for some s which possibly depends on the sample size n.
4. supeer Irf (X)lle, 2 = Op((slog(p v n)/(n))'/?) and
v T—t 1/2 ¢ r—t 1/2 1/2
sup IIrt,u(X)K(T) P, + IIr[,u(X)K(T) lpa,2 | = Op((slog(p v n)/n)"/<).
(t,w)eTU 1 1

5. supger IITf (X)llp,00 = O((log(p v n)s*¢; /(n))'/?) and

sup [, (0.0 + a0l | = O(Clog(p v m)s?e2 /(nhi))'2),
(t,u)eTU

6. fi(x) is second-order differentiable w.r.t. t with bounded derivatives uniformly over (t,x) € TX, where 7 is a
compact subset of the support of T and X is the support of X.
7. £2s%¢2log(p v n)/(nhy) — 0, nh3/(log(p v n)) — 0.

Assumption 2.1 is common for cross-sectional observations. Assumption 2.2 is the same as Assumption 6.1(a) in Belloni
et al. (2017). Assumption 2.3 requires that v (x), ¢;,(x), and F:(x) are approximately sparse, i.e., they can be well-
approximated by using at most s elements of b(x). This approximate sparsity condition is common in the literature on
high-dimensional data (see, e.g., Belloni et al. (2017)). Assumptions 2.4 and 2.5 specify how well the approximations are
in terms of Lp, » and Lp o, norms. The exact rate for rf(X) follows Belloni et al. (2017). The rates for r;’, (X) and rfu(X) are
different from that for rf(X) because their approximations are local in T = t. If the models for v¢(-), ¢;4(-), and F¢(-) are
correctly specified and exactly sparse, i.e., the coefficients for all but s regressors are zero, then there are no approximate
errors. This implies rf (), rey(+), and rr"f «(+) equal to zero so that Assumptions 2.4 and 2.5 hold automatically. In the sieve

estimation, X is finite dimensional and b(X) is just a sequence of sieve bases of X. Then rf (-), r/,,(), and r{’fu(~) are the sieve
approximation bias. Assumptions 2.3 and 2.4 can be verified under some smoothness conditions (see, e.g., Chen (2007)).
Therefore, Assumptions 2.4 and 2.5 are in spirit close to the smoothness condition. Assumption 2.6 is the smoothness of
the true density, which is needed for the theoretical analysis of the numerical derivative. Because 7 needs not be the
whole support of T, this condition is plausible. In a simple case, if T = u(X)+ U, |u(x)| is bounded uniformly over x € &,
and U is independent of X and logistically distributed, then this condition holds. Assumption 2.7 imposes conditions on
the rates at which s, ¢,, and p grow with sample size n. It ensures that the first stage nuisance parameters are estimated
with sufficient accuracy. In particular, we require s*/(nh;) — 0. Comparing with the condition that s>°/n — 0 imposed
in Belloni et al. (2017), our condition reflects the local nature of our estimation procedure in the sense that our effective
sample size is of order of magnitude nh;.



L Su, T. Ura and Y. Zhang / Journal of Econometrics 212 (2019) 646-677 653

Assumption 3.

1. K(-) is a symmetric probability density function (PDF) with
/uK(u)du =0, and «y:= /uzK(u)du < o0.

There exists a positive constant Cx such that sup, u'K (u) < Cx for [ =0, 1.

2. There exists some positive constant C < 1 such that C < fi(x) < 1/C uniformly over (t, x) € TX.

3. ve(x) and ¢ 4(x) are three times differentiable w.r.t. t, with all three derivatives being bounded uniformly over
(t,x,u) € TXU.

4. For the same C as above, C < E(Y,(t)|X = x) < 1 — C uniformly over (t,x,u) € TXU := TX X U.

Assumption 3.1 holds for many kernel functions, e.g., uniform and Gaussian kernels. Since fr(X) was referred to as the
generalized propensity by Hirano and Imbens (2004), Assumption 3.2 is analogous to the overlapping support condition
commonly assumed in the treatment effect literature; see, e.g., Hirano et al. (2003) and Firpo (2007). Since the conditional
density also has the sparsity structure as assumed in Assumption 2, at most s members of X's affect the conditional density,
which makes Assumption 3.2 more plausible. It is possible to modify our proof to allow for the infimum of the density
to decay to zero slowly, as sample size increases. On the other hand, we rule out the case that

inf fi(x)=0. (3.7)

(t.X)eTX

Recall that f;(X) is referred to as the generalized propensity score by Hirano and Imbens (2004). It is the counterpart
of propensity score when the treatment status is binary. Khan and Tamer (2010) have already pointed out that, when
the propensity score can approach zero, the semi-parametric efficiency bound for the average treatment effect is zero,
which implies that there does not exist a regular estimator for the mean potential outcomes. Similarly, if (3.7) holds,
the identification of w(t) and «(t, u) is not only based on the “thin set" (a neighborhood of t) but also at infinity (f;(X)
approaches zero). Sample selection and special regressor models are also identified at infinity. As shown in Andrews and
Schafgans (1998) and Khan and Tamer (2010), their estimations are difficult and involve asymptotic trimming. In our
case, asymptotic trimming means that we need to truncate the density estimator from below by ¢ = ¢, — 0 as n — oo.
Similar to Tan and Zhang (2018), &, controls the trade-off between bias and variance, which play key roles for inference.
Such an extension is left as a future research topic. Assumption 3.3 imposes some smoothness conditions that are widely
assumed in the nonparametric kernel literature. Assumption 3.4 holds if X2/ is compact.

Assumption 4. There exists a sequence £, — oo such that, with probability approaching one,

b(X)$ b(X)$ P
0<i < Ib(X) 8 lp,.2 < s Ib(X) 8 1lp,.2 < <.
870,80 <stn 1312 540, 151l <stn P

Assumption 4 is the restricted eigenvalue condition commonly assumed in the high-dimensional data literature. Based
on Bickel et al. (2009),

Ib(X) 8llp,.2 Ib(X) 8llp,.2
870,180 =stn 1312 5240, [5llo <stn 512

are the minimal and maximal eigenvalues of Gram submatrices formed by any s¢,, components of b(X). Because p > n,
the matrix b(X)'b(X) is not invertible. However, because s¢,, < n, Assumption 4 implies that the Gram submatrices can
still be invertible. We refer interested readers to Bickel et al. (2009) for more details and Bithlmann and van de Geer
(2011) for a textbook treatment. R

Since there is a kernel in the Lasso objective functions in (3.4) and (3.5), the asymptotic properties of 7; and 6; ,
cannot be established by directly applying the results in Belloni et al. (2017). The key missing piece is the following local
version of the compatibility condition. Let S;, be an arbitrary subset of {1, ..., p} such that sup ey |Stul < s and
Actu =18 l6s¢ 11 < cllds; 11} for some ¢ < oo independent of (¢, u).

Lemma 3.1. If Assumptions 1-4 hold, then there exists k = K/£1/2/4 > 0 such that, w.p.a.1,

. XY K2 g,
inf inf > K.
(t,u)eTU S€Ac tu ”58:,u||2‘/h1

Note S, in Lemma 3.1 is either the support of 6; , or the support of y;. For the latter case, the index u is not needed.
We refer to Lemma 3.1 as the local compatibility condition because (1) there is a kernel function implementing the
localization; and (2) by the Cauchy inequality, Lemma 3.1 implies

. VSIBXYSK (=), 2
inf inf
(t,u)eTU S€Ac tu ||8$t,u ll1+/h1

> K.
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Bickel et al. (2009, Lemma 4.2) show that, under Assumption 4, we have the following compatibility condition:
VSIb(X)8]lp,.2 o ) 1b(X)8llp,,2
—_— n —_—

> > K, (3.8)
(t,u)eTU S€A tu ”8~Sr,u II1 (tW)eTUSEA tu ”55[,11 Il

which is the key convertibility condition used in high-dimensional analysis. We refer interested readers to Bithlmann and
van de Geer (2011, Equation 6.4), the remarks after that, and Biithlmann and van de Geer (2011, Section 6.13) for more
detailed discussions and further references. Under Assumption 4 and some regularity conditions assumed in the paper,
Lemma 3.1 establishes a local version of (3.8). Based on Lemma 3.1, we can establish the following asymptotic probability
bounds for the first stage estimators.

Theorem 3.1. Suppose Assumptions 1-2, 3.1-3.3, and 4 hold. Then
sup [|(De(X) = ve(X))lle, 2 = Op(£a(log(p v n)s)"*(nhy)~1/2),

teT
sup ID:(X) — ve(X)llp.00 = Op(€n(log(p v n)s*¢7 /(nh1))?),
te

sup (Ve(X) — ve(X))llz,.2 = Op(Ln(log(p Vv n)s)/*(nhy)~"/2),

sup I7(X) = ve(X)llz.00 = Op(£n(log(p v n)s¢7 /(nh1))"/?),

and sup;c || 7¢llo = Op(s). If in addition, Assumption 3.4 holds, then
sup  [1(@e.u(X) — be.u(X))llpy.2 = Op(Ln(log(p v n)s)"2(nhy)~1/2),

(t,u)eTU

sup  [|e.u(X) — deu(X)llp.co = Op(La(log(p v n)s2¢2/(nhy))'/?),
(t,weTU

sup  [|(@e.u(X) = be.u(X))lle,.2 = Op(Lallog(p v n)s)/?(nhy)~2),
(t,weTU

sup  [1e.u(X) — deu(X)llp.co = Op(La(log(p v n)s>¢2/(nhy))'/?),
(t.weTU

and sup( e 724 16:,ullo = Op(s).

Several comments are in order. First, due to the nonlinearity of the logistic link function, Assumption 3.4 is needed
for deriving the asymptotic properties of the penalized local MLE estimators ¢ ,(x) and ¢ ,(x). Second, the Lp, , bounds
in Theorem 3.1 are faster than (nh;)~"/4 by Assumption 5. This implies the estimators are sufficiently accurate so that
in the second stage, their second and higher order impacts are asymptotically negligible. Last, the numbers of nonzero
coordinates of $; and 6; , determine the complexity of our first stage estimators, which are uniformly controlled with a
high probability.

For the conditional density estimation, we have the following results.

Theorem 3.2. Suppose Assumptions 1-2, 3.1-3.3, and 4 hold. Then
sup 1 (X) = fi(X)l,.2 = Op((log(p v ms/m)'?hi),
te

sup 1fe(X) = fiX)llz.c0 = Op((log(p v m)s’¢7 /m)'2hy "),
sup Ife(X) = fi(X)lle, 2 = Op((log(p v n)s/m)'hi 1),

sup 17:(X) — fi(X)lle.c0 = Op((log(p v n)s*¢2 /n)'2hi ™),
te
and sup;cr [|Bello = Op(s).
The rates of convergence in Theorem 3.2 are the same as those derived in Belloni et al. (2019, Section 8).

3.2. The second stage estimation

Let W ={Y, T, X} and W, = {Y,, T, X}. For three generic functions v(-), J)(-) and f(-) of X, denote

w v Fy L Y —vX) Tt
Ht(vavf)_ }:(X)hz K( hz )+U(X)
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and
sa (= gX) T—t. .
I y(Wy, ¢, f) = o K X).
u(Wa, 6, ) Tooh, () + 900

Then the estimators £i(t) and &(t, u) can be written as
fu(t) = PuIT{(W, V¢, f) and  &(¢, u) = PulTeu(Wa, br. f),

where v(-), Et,u(-), and f,(-) are either the Lasso estimators (i.e., D;(-), :5“,(-), and f[(-)) or the post-Lasso estimators
(i.e, V¢(+), ¢r.u(-), and fi(+)) as defined in Section 3.1.

Assumption 5. Let h, = Con~2 for some positive constant C,.

1. H € [1/5, 1/3), log?(n)s? log*(p v n)/(nhy) — 0, and £2s% log?(p v n)/(nh?) — 0, and ¢2s? log?(p v n)hy/(nh3) — 0.
2. Hy € (1/4,1/3), log?(n)s* log?(p Vv n)/(nh2) — 0, £2s? log?(p Vv n)/(nh?hy) — 0, and ¢2s* log?(p v n)/(nh3) — 0.

It is possible to allow for different sparsity levels for the infinite-dimensional nuisance functions (i.e., v¢(-), ¢¢.u(-), ft(+))
with more complicate notation. Then, following Farrell (2015),° we conjecture that Assumption 5 can be relaxed to

fqu 1Ve(-) = veCllpy,2 I () = fe(llp.2 = 0p((nhz)~"7?)
and

sup  [1Beu(-) = ve(llpy 2 IF () = filllpa2 = 0p((nh2)~1/2).

(t,u)eTU

In addition, by implementing the cross-fitting technique proposed by Chernozhukov et al. (2018), it is possible to
apply other machine-learning method other than Lasso for the estimation of nuisance functions and further relax the
requirement on the complexity of the function spaces their estimators live in. Such an extension is left as a future research
topic.

Theorem 3.3. Suppose Assumptions 1-4 and 5.1 hold. Then

&(tv u) - a(t» u) = (]Pﬂ - P)n[,u(wuv ¢t,usf[) + Bot(ts u)hg + Rn(ta u)a

where

MW(X))]
fi(X) ’

K2 = [uK(u)du and sup, ye7 [Ra(t, )] = 0p((nhy)~1/2). If Assumption 5.1 is replaced by Assumption 5.2, then

By(t,u) = Kz—z [E (aqut,u(X) +

SUp | Bq(t, uh2 + Ru(t, u)| = 0p(n~"/2).
(tweTuU

Theorem 3.3 presents the Bahadur representations of the nonparametric estimator (t, u) with a uniform control on
the remainder term. For most purposes (e.g., to obtain the asymptotic distributions of the intermediate estimator or to
obtain the results below), Assumption 5.1 is sufficient. Occasionally, one needs to impose Assumption 5.2 to have a better
control on the remainder term, say, when one conducts an L,-type specification test. See the remark after Theorem 3.4.
Under an extra moment condition on Y (e.g., EY? < oo for some q > 4), one can establish similar results for the average
effect estimator, i.e.,

fu(t) = () = (By = PYT(W, e, fr) + B (Oh3 + Ri(¢),
where sup,. [R,(t)] = 0,((nhy)~"/?) and
K2 2 20;ve(X)0:f:(X)
B,(t) = — [IE(E) X))+ —— -
8 2 ‘ fe(X)

If Assumption 5.1 is replaced by Assumption 5.2, then

sup |B,(£)h3 + R,(t)] = op(n~"/?).
teT

6 We thank a referee for the reference and suggestion.
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3.3. The third stage estimation

Recall that g.(t) denotes the 7-th quantile of Y(t), which is the inverse of «(t, u) w.r.t. u. We propose to estimate q.(t)
by q.(t) where q.(t) = inf{u : &"(t, u) > v} and &'(t, u) is the rearrangement of a&(t, u).

We rearrange &(t, u) to make it monotonically increasing in u € U«. Following Chernozhukov et al. (2010), for a generic
function Q(-), we define Q = Q o ¥ where i can be any increasing bijective mapping: ¢/ +— [0, 1] and ¢ < is the
inverse of i. Then the rearrangement ar of Q is defined as

Q'(u) = F~(u) = inf{y : F(y) > u},
where F(y) = fol 1{Q(u) < y}du. The rearrangement Q" for Q is Q" = Q o ¥r(u).
The rearrangement and inverse are two functionals operating on the process
{a(t,u): (t,u) € TU}

and are shown to be Hadamard differentiable by Chernozhukov et al. (2010) and van der Vaart and Wellner (1996),
respectively. However, by Theorem 3.3,
sup (nhy)"?(&(t, u) — a(t, u)) = O,(log"*(n)),
(tweTuU

which is not asymptotically tight. Therefore, the standard functional delta method used in Chernozhukov et al. (2010)
and van der Vaart and Wellner (1996) is not directly applicable. The next theorem overcomes this difficulty and establishes
the linear expansion of the quantile estimator. Denote 77Z, {q.(t) : T € Z}°, {q.(t) : T € Z}¢, and U; as T x Z, the e-enlarged
set of {q.(t) : t € 7}, the closure of {q.(t) : T € T}, and the projection of 7/ on T = t, respectively.

Theorem 3.4. Suppose that Assumptions 1-4 and 5.1 hold. If {q.(t) : T € T})* C U, for any t € T, then
Hr¢u(th(r)y ¢t,qr(t)aft)
Frio(g:(t))
where fy) is the density of Y(t), Bq(t, T) = ?\ZE)[(Z;((E)))) and sup, ;e Ra(t, T) = 0p((nhy)~"/2). If Assumption 5.1 is replaced

by Assumption 5.2, then

sup (IRU(t, T)| + | Bg(t. T)|) B3 = op(n~ /).
(t,1)eTT

~

‘h(t) - QT(t) = _(Pn - P)

— Bq(t, T3 + RY(t, T),

Under Assumption 5.2, the remainder term R}(t, 7) is 0,(n~'/2) uniformly in (¢, T) € 7Z. This result is needed if one
wants to establish an L,-type specification test for q.(t). For example, one may be interested in testing the null hypotheses
of the quantile partial derivative being homogeneous across treatment. In this case, the null hypothesis can be written as

Hp : q.(t) = Bo(t) + B1(z)t forall (t, 1) € TZ,

and the alternative hypothesis is the negation of Hy. One way to conduct a consistent test for the above hypothesis is to
employ the residuals of the linear regression of q.(T;) on T; to construct the test statistic 7,,(t), i.e.,
1. A
Ta(t) ==Y (@:(T)) = Bo — BT UTi € T},
n

i=1

where (Bo, /31) are the linear coefficient estimators. This type of specification test has been previously studied by Su and
Chen (2013), Lewbel et al. (2015), Su et al. (2015), Hoderlein et al. (2016), and Su and Hoshino (2016) in various contexts.
One can follow them and apply the results in Theorem 3.4 to study the asymptotic distribution of 7;(t) for each r. In
addition, one can also consider either an integrated or a sup-version of 7;(t) and then study its asymptotic properties.
For brevity we do not study such a specification test in this paper.

Given the estimators /i(t) and g.(t), we can run local linear regressions of /i(T;) and q.(T;) on (1, T; — t) and obtain
estimators 8'(t) and ﬂtl(t) of ou(t) and 9.q.(t), respectively, as estimators of the linear coefficients in the local linear
regression.” Specifically, we define

o v n Ti —
(B0, B'(0)) = argmax ) (i(T) = p° = B1(Ti = OF'K(=- ‘)
[ L
and
(BO(). BA(1)) = argmax Y (4 (T;) — B° — BN (T; — 1)K (——).

R L — 2

7 Alternatively, one can consider the local quadratic or cubic regression.
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where h; is the second-stage bandwidth. It is possible to use a third bandwidth h; in this step. Results similar to
Theorem 3.5 still holds if h3/h, = O(1). Note that the usual optimal bandwidth for the kernel estimator of the derivative
is O(n~1/7). However, because h, = O(n~'/®), the requirement that h3/h, = O(1) implies the optimal bandwidth is not
achievable. The key reason is that, unlike the usual local linear regression, we need to plug in the estimates of w(-) and
q.(+). For simplicity, we just take hs = h,. 5 )

The following theorem shows the asymptotic properties of 81(t) and ,Brl(t).

Theorem 3.5. Suppose Assumptions 1-4, and 5.1. If {q.(t) : T € Z}¢ C U, for any t € T, then
A T; —
BLt) = 9:q:(t) = —(Pn — P)rcafy(o(q=(£))fe(X))h3)~ |:qu = Pr.q.0(X )]K( hz )+R (t, ),

where sup ;)crz IR(t, T) = 0p((nh3)~"/2) and K(v) = [ wK(v — w)K(w)dw.

Theorem 3.5 presents the Bahadur representation for ﬂr (t). Since it is the estimator for the first order derivative 9,q.(t),

we can show that it converges to the true values at the (nh%)]/ ?_rate. Such a rate is common for kernel estimations of
the first-order derivative of the conditional expectation, i.e., Li and Racine (2007, Theorem 2.10). If the addition moment
condition for Y holds, the similar results hold for g1(t), i.e.,

by + R,

o _ T —
B(t) — B pu(t) = (Bn — P)(cafe (X;)h3) ™! [yj - vt(xj)]K( jhz
where sup, [RI(t)] = 0p((nh3)~1/2).
4. Inference

In this section, we study the inference for wu(t), q.(t), and 9;q.(t). We follow the lead of Belloni et al. (2017) and consider
the weighted-bootstrap inference. Let {;}!_; be a sequence of i.i.d. random variables generated from the distribution of 5
such that it has sub-exponential tails and unit mean and variance.? For example, 5 can be a standard exponential random
variable or a normal random variable with unit mean and standard deviation. We conduct the bootstrap inference based
on the following procedure.

1. Obtain V;(x), fﬁt,u(x),ft(x), Ve(x), gt,u(x) and f;(x) from the first stage.
2. For the bth bootstrap sample:

e Generate {n;}!; from the distribution of 7.

o Compute
’ab( 2771 Wz’vt,ft
l 1 i=1
and
&b(t, u) = Z’hntu Wuh(ptu»f ),

len'il

where (¢, u( ). f(+)) are either (¢ u(-), fe(+)) or (@,u(-), fe(-)).

e Rearrange &”(t, u) and obtain a’"(t u)

e Invert @” (¢, u) w.r.t. u and obtain ¢°(t) = inf{u : @ (¢, u) > t}.

° Compute B”l( t) and ,3’”( t) as the slope coefficients of local linear regressions of #;/1°(T;) on (n;, n:(T; — t)) and
niG2(T;) on (i, ni(T; — t)), respectively.

3. We repeat the above step for b =1, ..., B and obtain a bootstrap sample of
{ab(), g (o). B (1), B2 (D)}

4. Obtain Q*(a), Q%a), Q*'(«), and Q(e) as the a-th quantile of the sequences {{(t) — AN, (G () — (0B,
(BY(t) — B (t)}E_,, and {BL'(t) — BL(t)}E_,, respectively.

The standard 100(1 — «)% percentile bootstrap confidence interval for q.(t) is

(Q°(/2) + G- (t), Q°(1 — &/2) + G- (t)).

8 A random variable 1 has sub-exponential tails if P(|n| > x) < K exp(—Cx) for every x and some constants K and C.
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However, in our simulation study, we find that it slightly undercovers. Instead, we use the fact that normal CDF is
symmetric and propose to use the modified percentile bootstrap confidence interval as follows:

(—Q*(e/2) + (1), Qe /2) + :(1)),
where 0*%(a/2) = (—0%x/2)) v Q°(1 — «/2). We define Q**(«/2), Q**!(t/2), and Q*!(ex/2) in the same manner. The
following theorem summarizes the main results in this section.

Theorem 4.1. Suppose that Assumptions 1-4 and 5.1 hold and nhg — 0. Then
P(—Q"@/2) + (1) < 4:(6) < Q%e/2) + Ge(t) > 1 — @

and
P(—Q"(@/2)+ B(6) < 0ig(t) < Q' (@/2) + B(t) > 1 —a.

Theorem 4.1 implies that, via under-smoothing, the 100(1 — «)% bootstrap confidence intervals for q.(t) and 9,q.(t)
have the correct asymptotic coverage probability 1 — «. We need to under-smooth because, regardless of under-
smoothing, the bootstrap estimator always center around the original estimator without the asymptotic bias. With more
complicated notations and the arguments of strong approximation in Chernozhukov et al. (2014a) and Chernozhukov et al.
(2014b), one can show that the validity of bootstrap inference holds uniformly over (t, t). One of the key ingredients to
verify Chernozhukov et al. (2014a, Condition H1) is the linear expansions of the estimators with a uniform control of the
reminder terms, which has already been established in Theorems 3.4 and 3.5. Last, if the extra moment condition for Y
holds, then the same results hold for ji(t) and B(t), i.e.,

P(—Q*(a/2) + filt) < pult) < Q7 (ar/2) + fu(t)) = 1 —a,
and
P(—Q ! (@/2) + BU(t) < deu(t) < Q" (a/2) + B(1) > 1 —a.

5. Monte Carlo simulations

This section presents the results of Monte Carlo simulations, which demonstrate the finite sample performance of the
estimation and inference procedure. Let Y be generated as

Y =A((U+bX)YB— @' (0.5T +0.25)) exp (T — 0.5)%)) (5.1)
while T be generated as
T = A(V — b(X)B), (5.2)

where U and V are two standard logistic random variables such that U 1. V and (U, V) L X, A(-) and &(-) are the logistic
and normal CDFs, respectively, p = 100, X is a p-dimensional random variables whose distribution is the Gaussian copula
with covariance parameter [O.SV”"]jk, and b(X) is a vector of basis functions constructed from X. Note that T ranges from
0 to 1. The parameters of interest are q.(t) and 9;q.(t), where t = 0.25,0.5,0.75 and t € (0.2, 0.8). We consider the
following three designs:

1. (Exactsparse)ﬁj:%forj:1,...,4ﬂj:0,j25,andb(Xj):Xj,j:1,...,100;
2. (Approximate sparsity) fj = ]% forj=1,...,100 and b(X;) = X;,j = 1, ..., 100;
3.

(Sieve basis) g1 = 8, = % and B; = 0, j > 3. We construct b(X) as the cubic spline basis functions of (Xi, X):
b(X) =1, X1, X7, X7, max(X; — ¢V(0.1), 0)%, ..., max(X; — ¢"V(0.9), 0)’]
x [1,X2, X3, X5, max(X; — ¢#(0.1),0)°, ..., max(X; — ¢'?(0.9), 0)*],

where ¢q¥)(r) denotes the t-th empirical quantile of X;, j = 1, 2. This results in 169 basis functions. We further
remove the basis functions with variance less than 10~*. We end up with about 128 basis functions on average.’

Note that the sum of the coefficients are (approximately) 72/6 for all three designs. We normalize the basis functions
b(X) by their sample means and standard errors. ~

We use Gaussian kernel function in all three stages. We have four tuning parameters: A, A, hy, and h;. As we discussed
in Section 3.1, we use

A = Ly(log(p v nhy)nhy)? and XA =1.107 (1 —y/{p v nhy})n'/?,

9 The number of basis functions slightly varies across simulations.
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Fig. 1. DGP1, finite sample performance of §.(t).

where ¢, = ./log(log(nh;)) and y = 1/log(n). We use the rule-of-thumb bandwidth for hy, i.e., hy = h* = 1.06 x
sd(T) x n~1/>, Last, we build h, based on the rule-of-thumb bandwidth for the local quantile regression suggested by Yu
and Jones (1998). In particular, Yu and Jones (1998) propose the bandwidths hgor(t) = C(T) X hpeqn, Where C(t) is a
constant dependent only on 7, and C(0.5) = 1.095 and C(0.25) = C(0.75) = 1.13 and hyeq, is the bandwidth for the
kernel estimation of E(Y|T).!9 We use the leave-one-out cross-validation to search for the optimal bandwidth of hyeqn
over a grid in (0.8h*, 1.2h*). The resulting bandwidth is denoted as h’ ... In order to achieve under-smoothing, we define

mean*
hy =n~11% x C(¢) x h* ___, where our choice of the factor n="/1° follows Cai and Xiao (2012, p.418).

We repeat the bootsr?;g% inference 500 times and all the results are based on 500 Monte Carlo simulations. The sample
size is n = 500. Although the sample size is large compared to p, in this DGP, the first-stage bandwidth is as small as 0.09.
The effective sample size for the first-stage estimation is of order of magnitude of nh; ~ 45 < 100. In fact, we obtained
warning signs of potential multi-collinearity and were unable to estimate the model when implementing the traditional
estimation procedures without variable selection (i.e., without penalization).

The upper-left subplots in Figs. 1, 4, 7 and 2, 5, 8 report the true functions of q.(t) and 9,q.(t) for t = 0.25, 0.5, 0.75,
7 €(0.2,0.8) and DGP 1, 2, and 3, respectively. Both g.(t) and 9,q.(t) are heterogeneous across t and t, which imposes
difficulties for estimation and inference. The rest of the subplots in the above Figures show the estimation biases and
standard errors. We observe that all the biases of our estimators are of smaller order of magnitude than the standard
error (std) and the root mean squared error (rMSE), which indicates the doubly robust moments effectively remove the
selection bias induced by the Lasso method. The estimators of the quantile functions are very accurate. The estimators
of the quantile partial derivatives are less so because they have slower convergence rates. Figs. 3, 6 and 9 show that
the 90% point-wise modified percentile bootstrap confidence intervals have reasonable performance for both the quantile
functions and their derivatives, across all T and t values considered, with slight over-coverage for the quantile derivative
functions. The results of variable selections depend on the values of t and (t, u) for conditional density estimation and
penalized local MLE, respectively, which are tedious to report. Thus, they are omitted for brevity. Overall, 2 to 4 covariates
are selected.

In Section S.3 of the online supplementary material, we report the performance of oracle estimators for the three
designs, in which oracle estimators are computed using the true conditional CDF and density functions. We also report
the finite-sample performance of our mean potential outcome (i.e., E(Y(t))) estimators, which is similar to that of the
quantile effect estimates reported here. Last, we consider an extra design in which the approximate sparsity condition
may be violated and show that our method breaks down. We use this design to illustrate the limitation of our method.

10 \we refer interested readers to Yu and Jones (1998, Table 1) for more details on C(t). In our simulation studies, as C(7) is nearly constant over
T € [0.25,0.75], we just choose C(0.5) = 1.095 for all the quantile index .
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Fig. 2. DGP1, finite sample performance of B1(t).
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Fig. 3. DGP1, coverage probability.

6. Empirical illustration

To investigate our proposed estimation and inference procedures, we use the 1979 National Longitudinal Survey of
Youth (NLSY79) and consider the effect of father’s income on son’s income in the presence of many control variables.
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Fig. 4. DGP2, finite sample performance of §.(t).
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Fig. 5. DGP2, finite sample performance of Bg(t).

Our analysis is based on Bhattacharya and Mazumder (2011). The data consist of a nationally representative sample of
individuals with age 14-22 years old as of 1979. We use only white and black males and discard the individuals with
missing values in the covariates we use. The resulting sample size is 1,795, out of which 1,302 individuals are white and
493 individuals are black.
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Fig. 7. DGP3, finite sample performance of ¢, (t).

The treatment variable of interest is the logarithm of father’s income, in which father’s income is computed as the
average family income for 1978, 1979, and 1980. The outcome variable is the logarithm of son income, in which son
income is computed as the average family income for 1997, 1999, 2001 and 2003. We create control variables by
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Fig. 10. Whites. First column: the quantile index t (X-axis), the son’s log income (Y-axis), the estimated unconditional quantile function at r (solid
line), and its (point-wise) 90% confidence bands (dot-dash line). Second column: the quantile index 7 (X-axis), the intergenerational elasticity (Y-axis),
the estimated derivative of the unconditional quantile function at t (solid line), and its (point-wise) 90% confidence bands (dot-dash line).

interacting a list of demographic variables with the cubic splines of the AFQT score and the years of education.'! The
list includes the age, the mother’s education level, the father’s education level, the indicators of (i) living in urban areas
at age 14, (ii) living in the south, (iii) speaking a foreign language at childhood, and (iv) being born outside the U.S. We
drop the variables whose variance is less than 1074, The resulting numbers of control variables are 120 for whites and
145 for blacks.

We apply the proposed estimation and inference procedures for black and white individuals separately. We use the
same tuning parameter choices as in the previous section.'? As a result, our effective sample sizes are of orders of
magnitude nh; ~ 462 and 175 for whites and blacks, respectively. Figs. 10 and 11 show the estimated unconditional
quantile functions and the estimated derivative, as well as the point-wise 90% confidence bands for t € [0.2,0.8] and t
taking values at the 25%, 50%, and 75% quantiles of the empirical distribution of T;. Under the context of intergenerational
income mobility, the unconditional quantile and its derivative represent the quantile of son’s potential log income indexed
by father’s log income and the intergenerational elasticity, respectively. The unconditional quantile functions have a slight
upward trend and the estimated derivative is positive in most parts of father’s log income. The confidence bands for the
unconditional quantile functions are quite narrow for both black and white individuals. For white individuals with the
values of father’s log income at the 50% or 75% quantile, we can reject the (locally) zero intergenerational elasticity for
most of the values of 7 € [0.2, 0.8]. For the other cases, we cannot reject the (locally) zero intergenerational elasticity for
almost all 7’s. This is considered as the cost of our fully nonparametric specification.

It is worthwhile to mention the variable selection in this application. The years of education, the AFQT score, the age,
the father’s education level, and the mother’s education level are the leading control variables selected.!3

7. Conclusion

This paper studies non-separable models with a continuous treatment and high-dimensional control variables. It
extends the existing results on the causal inference in non-separable models to the case with both continuous treatment

11 The cubic splines for the AFQT score are constructed based on the normalized value by scaling the raw AFQT score into [0,1], where the knots
are taken at the quantiles of the normalized AFQT score at 10%, 20%, ..., 90%. The cubic splines for the years of education are constructed in the
same way. In this exercise, we do not interact the cubic splines for the AFQT score and the years of education.

12 I Section S.4 of the online supplementary material, we investigate the sensitivity of our estimation method with respect to the tuning
parameters.

13 More precisely, for whites, dad_educ * afqt and mom_educ are the two most selected control variables for the density estimations. age * educ
and age x afqt are the two most selected control variables for the penalized local MLE. For blacks, mom_educ and dad_educ  educ are the two most
selected control variables for the density estimations. educ and age * afqt are the two most selected control variables for the penalized local MLE.
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Fig. 11. Blacks. First column: the quantile index r (X-axis), the son’s log income (Y-axis), the estimated unconditional quantile function at 7 (solid
line), and its (point-wise) 90% confidence bands (dot-dash line). Second column: the quantile index t (X-axis), the intergenerational elasticity (Y-axis),
the estimated derivative of the unconditional quantile function at t (solid line), and its (point-wise) 90% confidence bands (dot-dash line).

and high-dimensional covariates. It develops a method based on localized L{-penalization to select covariates at each value
of the continuous treatment. It then proposes a multi-stage estimation and inference procedure for average, quantile, and
marginal treatment effects. The simulation and empirical exercises support the theoretical findings in finite samples.

Appendix A. Proof of the main results in the paper

Before proving the theorem, we first introduce some additional notation and Assumption 6, which is a restatement
of Sasaki (2015, Assumptions 1 and 2) in our framework. Denote by dimy (resp. dim,) the dimensionality of X (resp. A).
We define 0V (y, t) = {(x,a) : I'(t,x,a) =y} and dV(y, t) can be parametrized as a mapping from a (dimy + dimy —1)-
dimensional rectangle, denoted by X, to aV(y, t). HYimx +dima =1 js the (dimy + dims —1)-dimensional Hausdorff measure
restricted from RY™x +dima to (3V(y, t), B(y, t)), where B(y, t) is the set of the interactions between dV(y, t) and a Borel
set in RYMx +dima_dy(y .; u)/dy (resp. dv(-, t; u)/dt) is the velocity of dV(y, t) at u with respect to y (resp. t).

Assumption 6.

1. I' is continuously differentiable.

2. [V I(t, -, )l # 0 on aV(y, t).

3. The conditional distribution of (X, A) given T is absolutely continuous with respect to the Lebesgue measure, and
focayr is a continuously differentiable function of 7~ to L!(R%mx +dima),

4. fav(y,[)f(X,A)lT(Xa a | t)dHdmx +dima =1y ) > 0.

5.t — dV(y,t) is a continuously differentiable function of ¥ x 7 to RYm™x +dima for every y and y — V(y, t) is a
continuously differentiable function of ¥ x Y to RYmx +dima for every t.

6. The mapping dv(y, -; -)/dt is a continuously differentiable function of 7 to RY™x+dima and Jy(., t;-)/dy is a
continuously differentiable function of Y to RYmx +dima_

7. There is p,q > 1 with 1 + 1 = 1 such that the mapping (x,a) — IV, (8, X, a)|~! is bounded in
[P(3V(y, t), HYimx +dima=1) and that the mapping (x, a) — fix.a)(x, a) is bounded in LI(3V (y, t), Hdimx +dima =1y,

Assumption 6 is a combination of Assumptions 1 and 2 in Sasaki (2015). We refer the readers to the paper for detailed
explanation.

Proof of Theorem 2.1. For the marginal distribution of Y(t), we note that, by Assumption 1, P(Y(t) < u) = E[E(1{Y(t) <
u}|X)] = E[E(1{Y(t) < u}|X, T = t)] = E[E(1{Y < u}|X, T = t)]. The first result follows as E(1{Y < u}|X,T = t)is
identified.
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For the second result, consider a random variable T* which has the same marginal distribution as T and is independent
of (X, A). Define
Y* = I(T* X, A). (A1)

Note that the (i) (X, A) and T* are independent, and (ii) the t-th quantile of Y* given T* = t is q.(t) for all t, because

P(Y* < q.(t) | T* =t) = P(I'(t,X,A) < q.(t)) = 7. Assumption 6 implies Assumptions 1 and 2 in Sasaki (2015) for
(Y*, T*, U*) with U* = (X, A), and then his Theorem 1 implies that the derivative of the 7-th quantile of Y* given T* = t is
equal to E,,, [0: (¢, X, A)]. Therefore, 0;q.(t) = E,, ,[3;I'(t, X, A)]. Note that Theorem 1 in Sasaki (2015) does not apply
directly to (Y, T, U*), because our assumptions do not imply that T and U* are independent. H

Lemma 3.1 is the local version of the compatibility condition, which is one of the key building blocks for Lemma A.1.
Then, Lemma A.1 is used to prove Theorem 3.1.

Proof of Lemma 3.1. By Assumption 4, we can work on the set
b(X)'é "
{{Xi},’-;l : sup 1B(X)0lle,.2 <k < oo}.
1810 <5tn 312

We use the same partition as in Bickel et al. (2009). Let Sy = S¢,, and m > s be an integer which will be specified later.
Partition Sfu, the complement of &; 4, as Zle Sy such that |S)| =mfor 1 <1 < L, |S;| < m, where S, for | < L, contains
the indexes corresponding to m largest coordinates (in absolute value) of § outside U]'.;ésj, and S; collects the remaining
indexes. Further denote §; = 85]. and 8o = ds,us,- Then

T —
IbOXY 8K (—— E12 5 2 IBOCY B0k (et 21, 5 — Z IBOCY B (- )1/2||ﬂ»n,z. (A2)
1
For the first term on the right hand side (r.h.s.) of (A.2), we have

—t
lIb(X )801K( P Y213,

2 IBOXY8orK ()13 = (B = PXBXY S0t ()

= Chy (XS I — (8 = EXBUXY 801 P (A3)
= Ch 10X 1, > = ChICEy — BXBOX) 30 1 = By — BXBOXY S0 PK(——)

> Chy 1801130612 — Chyl(By — BYB(X) 801 | — (B — BYB(X) 01 PK(—)

1

where the second inequality holds because
’ Tt ’ ’
E(b(X) 301)2K(T ) = hE(b(X) 801)* /ft+h1v(X)K(v)dv > ChyE(b(X) 801)°.
1

_ We next bound the last term on the r.h.s. of (A.2). The second term can be bounded in the same manner. Let
801 = 801/”50] ||2 Then we have

T — 5 r-
|(Pn — ]P’)(b(X)'Sm)ZK(Tlt” = (101 131(Pn — P)(b(xyam)zK(Tt)"

Let {n;}_, be a sequence of Rademacher random variables which is independent of the data and F = {b(X)'§K (5)1/ 2

2.2
logpvn)STMY"4h y1/2 \yith m = s¢,/%. Then,

I8llo = m+s, |8l = 1, t € T} with envelope F = Cx(m+s5)"/2. Denote 7y, as ( o

/S T—t
E sup |(Bn — P)(B(X)'801)*K(
1301 llo<m-+s, 1801 l2=1,teT 1
/SN2 T—t

=<2E sup [Pnn(b(X) 601)"K( P

1801 llo<m+s. 11801 l2=1.teT 1

sszn(~ sup ||So1||1>(ESUP|[P’nT}f|>
1801 lo<m-+s. 1501 2=1 fer

)l

)
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log(p v n)(s +m)hi \'* Cialm + )2 log(p v n)(s + m)
1/2
<8L(m+5s) [( , ) + . ]

<log(p v n)(s + m)2h1§,$>”2
< ; = hym1p,

where the first inequality is by van der Vaart and Wellner (1996, Lemma 2.3.1), the second inequality is by Ledoux and
Talagrand (2013, Theorem 4.12) and the remark thereafter, and the third one is by applying Corollary 5.1 of Chernozhukov
et al. (2014b) with 0% = supy. » Ef* < h; and, for some A > e,

p A s+m Ap s+m
supN(F, eq, €||F < — <|—
QP (F,eq,€llFllq.2) <S+m> <8> -

By Assumption 2, 71, — 0. Then we have, w.p.a.1,,
(P — PY(B(X) 801)* K( I )l < 3 C(k" (1801115 /8. (A4)

By the same token we can show that

E sup (B — PXBX) 801 )| < v/himrin — 0.
1601 lo<m+s,l1801ll2=1,teT

Therefore, we have, w.p.a.1,,
|(Py — PY(B(X)801)*| < 3(")[1801115/8. (A5)
Combining (A.3), (A.4), and (A.5) yields that w.p.a.1,,

IBOXY8oiK () 12, = on I3l /4
Analogously, we can show that, w.p.a.1,

IIb(X )8 K( )”2||Pn,z < 401815C ha(k")’.
Following (A.2), we have, w.p.a.l,

L
T "o
I1b(X)'8K(—— 2015, 5 ZhY2 801 ok C2 /2 — B2 S 2ok €2

1 1=2
>y 1801 k' C? /2 — ”222 (8l 1) /+/m

>hy/? 10112k’ /2 — }/2K C 2|18y |11 /v/m

>0 1801 ll26'CY2 2 — 2h) %1 " V2 218011 / /M

=1y [1801ll2'C? /2 — 20y "€V 80 124/5/ /m

=hy’* 130ll2 [K/c”z/z ~2 ”c”zc”wi/ﬁ],
where the second inequality holds because, by construction, ||81||§ < 18111111181l 1/+/m. Since m = sZ},/z, s/m= E;l/z — 0,
and thus, for n large enough, the constant inside the brackets is greater than «’'C'/2/4 which is independent of (¢, u, n).
Therefore, we can conclude that, for n large enough,

. o IBOSKCE Pl 2
inf inf >k'C/* /4=
(tW)eTU €Ay ¢y ”(Sst,u ||2~/hl

This completes the proof of the lemma. ®

_ We aim to prove the results with regard to &;U,(X ) and ét,u in Theorem 3.1. The derivations for the results regarding
¢¢u(X) and 6, ,, are exactly the same. We do not need to deal with the nonlinear logistic link function when deriving the
results regarding v;(X), V;(X), 7+, and 7. Therefore, the corresponding results can be shown by following the same proving
strategy as below and treating w; , defined below as 1. The proofs for results regarding v;(X), v:(X), ¥, and 7, are omitted
for brev1ty R

Let 7, = A7 E(YulX. T = 1)) = b(X)beu, St = O — Oeas e = [0rullo, 0ru = E(Yu(£)IX)(1 — E(Yy(£)IX)), and &
be the support of Gt u. We need the following four lemmas, whose proofs are relegated to the online supplement.
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Lemma A.1. If Assumptions 1-4 hold, then
’ Tt _
sup [l bX) 8t.uK(———)"2|l1,.2 = Opl(€n(log(p v n)s)/*n~"/?)
(tw)eTU hy

and

sup [|8¢.ullt = Op(€n(log(p v n)s®)/2(nhy)~1/2).
(t.weTU

Lemma A.2. Suppose Assumptions 1-4 hold. Let & , = Yy, — ¢¢.u(X). Then

sup
(tweTU

T [a,uK(Th_]t)b(m] H = Oy((log(p v mh1/m)'"2)

Lemma A.3. If the assumptions in Theorem 3.1 hold, then there exists a constant Cy, € (0, 1) such that w.p.a.1,

Cy/2 < inf L. su 0, <2/Cy. A6

‘/f/ = (w)eTUj=1...p tuj = (t,u)eTZ/{,lj):l """ tuj = / 2 ( )
Forany k=0,1,...,K and @t’fu defined in Algorithm 3.1, there exists a constant C € (0, 1) such that, w.p.a.1,

Ge/2 < inf < su I, <2G. A7

k/2 < (tweTj=1....p "~ (t,u)eTM,lj):l ,,,,, p tuj = <k (A7)

In addition, forany k =0, 1, ..., K and @t’fu defined in Algorithm 3.1, there exist constants | < 1 < L independent of n, (t, u),
and k such that, element-wise and w.p.a.1,

W40 < W)y < L0 (A8)

Lemma A.4. If the assumptions in Theorem 3.1 hold, then w.p.a.1,

T - t — "
sup DX SK(——)"2 ||, 20 ? < 2¢7 V2"
teT[1812=1.18llg<¢n hy

Proof of Theorem 3.1. By the mean value theorem, there exist 6, , € (6; 4, ét,u) and F?J,u € (0, Fffu) such that
[beu(X) = GeaX) < ADXY O, +TEu)(1 = ABX) Oy, + TLBXY S + L),

where §; , = ét’u — 0, 4. By the proof of Lemma A.1, we have, w.p.a.1,
7Eul < 1C/2(1 = €/2)17 "I |-

Therefore, by Lemma A.1 and Assumptions 4 and 5, we have

sup [B(X)8, , + ey — bX) by — TPl
(t,u)eTU

S sup [B(X)Sul + sup [rdl

~

(t,u)eTU (tuweTU

<Stn sup  I8eullh 4+ O((log(p v n)s*¢;? /(nhy))™V/2) = o,(1),
(t,u)eTU

where the last equality is because sup 7o I8ulli = Op((log(p v n)s*)!/2(nhy)~"/?) by Lemma A.1 and log(p Vv
n)s?¢2/(nh;) — 0 by Assumption 5. In addition, under Assumption 3.4 we have

ABXY Oy +F2,) = E(Yu|X, T = t) € [C, 1 - CI.

Hence, there exist some positive constants ¢ and ¢’ only depending on C such that, w.p.a.1,
AKX, +TE)(1 = ADBX)E, , +T10) < ¢

and uniformly over (t, u) € TU,

1t u(X) = Peu(X)| < c(BXY 8t + FLu) < /(DX 8 + 1) (A.9)
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By Assumptions 3.3, 3.4, Lemma A.1, and the fact that w;, is bounded and bounded away from zero uniformly over 7,
we have, w.p.a.1,

sup |(¢¢.u(X) — ¢>ru(X))K p )”2||pn.,z

(t,weTU 1
T —
< sup c[nb( )stuk(—)l/znpnﬁ||r[u1<( )”2||Pn,z]
(tweTuU hq hq
=0,(£x(log(p Vv n)s/n)"/?) (A.10)

and

sup  ¢eu(X) — PeuX)lpoo S sup  18cull + O((log(p v n)s?¢2/(nhy))"/?)
(t,weTU (t,w)eTU

=0,(Lq(log(p v n)s*¢y /(nh))'/?). (A11)
Next, recall that A = £,(log(p v n)nh)"/2. By the first order conditions (FOC), for any j € S; ,, we have

A T— ~ A
P, |:(Yu — A(b(X) 6¢.u))bi(X)K( n t)]‘ = lp[,u,jja.

Denote &, = Y, — ¢ 4(X). By Lemmas A.1-A.3, for any ¢ > 0, with probability greater than 1 — ¢, there exist positive
constants C;, and C, which only depend on ¢ and are independent of (t, u, n), such that

A1/2
A ~ . T—t
"”=‘%u{ [(Y — A(BX) Bru)OOK(— )“
n 1 §tu 2
—t
< sup 6l sup TP bOOK(——t —Dleo
1610<8¢,u.0l2=1 (t,weTU 1
0 A T—t
% sup {PH(A(b(X)/et,u)—A(b(xyet,u)—r;’fu>b(xy91<( . )H
”9”O<§t us1012=1 1
o L7 —t,
< b(X)s K 2
A e (G etk t ) e
—t
x sup  IbOXYEK(—— ; )2 |lp,.2
10ll0<S¢tu.l612=1 1
~1/2
===+ Cllog(p v m)s/m)" 53 0)
A§§/uz Cas!/?
—_ 2n 1/2 ¢max( )

where @max(s) = Supjg ), <s. 6,1 ||b(X)/9K(Th;lt)l/2||ﬂz),n’2 and rffu = rfu(X). This implies that there exists a constant C only
depending on ¢, such that, with probability greater than 1 — ¢,

§t,u =< C5¢max(§t,u)/h1- (A.]Z)

Let M = {m € Z : m > 2CS¢mgx(m)/h1}. We claim that, for any m € M, §;, < m. Suppose not and there exists mg € M
such that my < $; . Then,

A A

St u = Cs¢max( STT;O )/hl = |—7]Cs¢max(m0)/h1 =< T)t’T |:2C5¢max(m0)/h ] < g[,u,

where the second inequality holds because of Belloni and Chernozhukov (2011, Lemma 23), the third inequality holds
because [a] < 2a for any a > 1, and the last inequality holds because my € M. Therefore we reach a contradiction. In
addition, by Lemma A.4, we can choose C; > 4CC~!(x”)?, which is independent of (¢, u, n), such that

2C5Pmax(Css)/hy < 4CC™ Y (k" s < Css. (A.13)

This implies Css € M and thus with probability greater than 1—g, §;, < Gs. This result holds uniformly over (¢, u) € 7.
Last, we show that

sup  |(@eu(X) — Ge.u(X))lley.2 = Op(La(log(p v n)s)*(nhy)~12).
(t,u)eTU
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(log(p Vv n)s/(nh1))'/2, 8, = (log(p Vv n)s?¢2/(nhy))"/2, and

g A(BX)0) = $eulCOKZ) 2 le,.2 < Mensnh}/z,}
IABXYE) — pruX)lz.0 < M.

By (A.10), (A.11), and (A.13), for any & > 0, there exists a constant M such that, with probability greater than 1 — ¢,

Let ¢, =
{A(b(x)’e) : 16llo < Ms, II(

¢ u(-) € Jiy uniformly in (¢, u) € Tu. Therefore, with probability greater than 1 — ¢,

N T — T —
Ba(a(X) — GeulX)) [K( . b~ EK( = t)|X>}

T, —t

< sup sup )IX):H = ||Py — Pl 7,

(tweTUJeTtu

where F = {U(X) — deu(X))? [K(Th_f) — IE(K(T;11£)|X)] 2] € Jeu, (E,u) € Tu} with bounded envelope. Note that,

T —
Pall(X) — . u(X))? [K( . b~ B(K(

T—t
o® =supEf* < sup sup E((X) — gr.u(X))K*(——)
feF (t,w)eTUJeTtu 1
T—t
<282 sup  sup E(J(X) — ¢eu(X))’K( )
(t,weTUJETtu 1
T—t
=057 sup  sup E[((X) — ¢e.u(X))IKA(—)IZ, ,

(t.u)eTUJeTtu

402 .2
Sﬁn(snsnhl,

In addition, we note that F is nested by

T—t | —
)—IE(K(T' !
hy

)IX)], 0llp < Ms, (t,u) € TL{} ;

F= [(A(b(xw) — ¢ u(X))? [K( ]

such that

1
suplog N(F, eq, €) < slog(p v n)+slog(—) v 0.
Q &

Therefore, by Chernozhukov et al. (2014b, Corollary 5.1), we have
(A.14)

E|[Py — Pll7 < eah)?8,5"2 log"?(p v m)n™ "2 + slog(p v n)n~ ! = 0,(¢262h;).
Therefore,
i Pu(eu(X) — $eulX))
Pl [ o CORCXBa00 — 9l

A T—
—Po(ealX) — Ga(X)7E (K ( ; t) |X)

T — N T — T —
d Po(he,u(X) — deu(X))? [K( t) — E(K( t)lx)]‘
1 h] h]

)+

<Pu(eu(X) — de.u(X))*K(

=0,(€2e2hy),
where the last equality holds due to (A.10) and (A.14). Canceling the h;’s on both sides, we obtain the desired result. B

Proof of Theorem 3.2. By Belloni et al. (2017, Theorem 6.2), we have
" slog(p v n)
SL[lP IFe(X) — ABX) Be)llw,.2 Sp —

and
I ¢2s? log(p Vv n)
Sl:P IF:(X) — A(b(X) B)llp.co Sp B —
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Then, we have

If:(X) = fi(X)lle, 2

AX) Beny) = Feeny (X) AKX Bin,) = Feony (X)
= +
2h1 2h1
Pn.2 Pn.2
+ ‘ Ft+h1(X) - Ft—h](x) —ft(X)
2h, P2
slog(p v n) 2
—/———+h
~p h] n + 1
and similarly,
- 1 [¢2s2log(p v n)
I1fe(X) — frXle.0o Sp ™ % +h. =
1

Proof of Theorem 3.3. Let &'(t, u) = Punil; ((W,, ?q;t,u,ft) where either = 1 or 5 is a random variable that has sub-
exponential tails with unit mean and variance. When = 1, &(t, u) = a(t, u), which is our original estimator. When
is random, for n = "1, ni/n,

&Pt u) = al(t, u)/7

is the bootstrap estimator. In the following, we establish the linear expansion of &(t, u).
Recall &, = (log(p Vv n)s/(nhy))"/? and 8, = (log(p V n)s*¢? /(nhy ))'/2. By Theorems 3.1 and 3. 2, for any ¢ > 0, there

exists a constant M such that, with probability greater than 1—¢, ﬁ( ) € G¢ uniformly in t € 7 and q)r u(+) € Jt.y uniformly
in (t, u) € TU. Here, we denote

Fo(X) = (ADXY Briny) = ABXY Brn, )/ (21) :
Ge=1 WBesnillo+ IBenllo < Ms, If(X) = fi()llz.00 < M8y ',
i (X) = fiCOlle, 2 < Meghy "2

and

Jtu =

A(b(x)0): [10llo < Ms, I(A(BX)0) = ¢euX)llpy,2 < Mnéen,
[AX)O) = ¢ruX)llp,co0 < MEnSn.

We focus on the case in which (q&t,u,ft) € Jtu X Gi. Then

&T(tv u) — a(t, u) =Py — P)nil; y(Wy, ¢, fir) + Py — P) |:77Ht.u(Wuy $5 f) — I y(Wy, ¢r,u,ft):|

+P|:77Ht.u(wus 5, f) — I (W, ¢r,u,ft)i| + [Pnﬂr,u(Wm G s fe) — alt, u)i|
=I+I+1+1V,

where (¢, f) = (Pru.fi).
Below we fix (¢, f) € Jt.u X G;. First,

Term IV = 5 E | 97 e u(X) + 0%

where the o(hﬁ) term holds uniformly in (t, u) € 7u. For term III, uniformly over (t, u) € 7, we have

)} + o(h3) = Bu(t, u)h3 + o(h3).

Pn |:Ht.u(Wu’ 5,]?) - Ht,u(Wua (pt,uvft)j|
_ E(K(T-0)1X) Yo — 00O\ (f:(X) = FOXO\ . T —¢
_E<MX%_@“XD<]_iuMX)>+E(ﬂxh())< hy )K(hz)

_ 2 Yy — o (X) ﬂ(X)—f(X)) T—t
_O(Z"g”hZHE(f(xm(m)( mo )

fiX) = fi(X) T—t
= n8nh2 - u - tu
o(e 2)+E[ﬁ(x)t(x)th((¢r, (X) — Pe.u(X)K( hz )‘X)}

[(fr(X) — fiX)e.u(X) — <7>(X))]E T - th)]
JeXfe(X)hy h,

+ E
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=0(Ln8nhy 2 h3) + O(ll(@e.u(X) — BX))Ip2 I (X) — FX))Ip.2)
=0(Ln8ah; ?h2 + €,620 7). (A15)
The second equality of (A.15) follows because there exists a constant ¢ independent of n such that
E(K(T=H)1x
BK(E) )‘gchg
haofe(X)

sup
(tweTU

and then

_ E(K(7-0)1X) - ,
E<¢>(X) - d’t,u(X)) (1 - W) = chEN@(X) = e u(X)lle,00 = O(€ndnhy).

The third equality of (A.15) holds because E(Yy,|X,T) = ¢r4(X). The fourth equality of (A.15) holds by the fact that

||ft(X) — fiX)llp.cc = O((th;l/z) = 0(1), fy(x) is assumed to be bounded away from zero uniformly over t, T and the
Cauchy inequality. The fifth inequality of (A.15) holds because

(¢e.u(X) — dXNllp.2 = [Ell(¢r.u(X) — SXIIZ, 217> = O(Lnen)

and for some constant ¢ > 0 independent of (¢, u, n),
I(X) = FXDllp2 = O(enhy ).
For the term II, we have
E(P, — P)n [Hr,u(Wu, &, F) = M u(Wa, ¢t.u,f[)] < E[IP, — Pll=
where
F=UtuweruFty and Fpy= {ﬂl:nri,u(wm ¢.f) — M u(Wa, ¢t.u»fr)] (p € Tuf € gr} .
Note F has envelope |% ,

o? :=supEf?
feF

E[(«b(X) p (X))2<1 K(T"t)ﬂ
S sup —- _ 2
(LWeTU.(P.FeTtux Gt fe(Xhy

Yy—o(X) T—t ( _ )]2
+ S Ef = K( N fi(X) —f(X
(t,u)ETM,(;]E)EJ:,uXQ[ |:f(X)fr(X)h2 h, J J)

_ K2(I=t)
< sup E[(¢<X)—¢t,u(xn2][l+ hzz]

(tw)eTU.(P.F)eTt.uxCt 2

212 T=t

_ K2(%5)
+ sup E|fi(X) = f(X) 5
(EWETU, B )Tt uxCt h3

< sup h;JE[(cp(X) - ¢f,u(X))2} + hy! sup IE[U(X) —ft(X))z}

(t.WeTU(P.F)eTtux Gt (LWeTU,($.F)eTtux e
—1,.2p—1
<h; “e;hi .
The second last inequality in the above display holds because f;(x) is bounded away from zero uniformly in (t, x), where
t = T + hyv belongs to some compact enlargement of 7. Furthermore, F is nested by

F = Ht»“(WU’ A(b(X)0), b(X)’,B) - Ht,u(Wua ¢t,u,f[) (t,u) e TU,
B 16]lo < Ms, [|Bllo < Ms

such that
1
suplog N(F, eq, €) < slog(p v n) +slog(—) v 0.
Q &
In addition, we claim || maxi<j<x [i/h2lllp2 < log(n)hz_]. When n = 1, the above claim holds trivially. When »n has sub-

exponential tail, the claim holds by van der Vaart and Wellner (1996, Lemma 2.2.2) . Therefore, by Chernozhukov et al.
(2014b, Corollary 5.1), we have

E|P, — Pl = < en(nhihy)2s"? log!/(p v n) + log(n)(nhy)~'slog(p V n).
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Combining the bounds for II, Ill, and IV, we have
& (t, u) — a(t, u) = By — Pl u(Wa, Brus fi) + Balt, wh3 + Ru(t, u)
and

sup [Ra(t, )| = Op(e2(h; "> + £,h; /%) + log(n)s log(p v n)(nhy)™ ") + 0,(h2).
(t,u)eTU

Then, when n = 1,
a(t, u) — a(t, u) =Py — P)T; oWy, Geus fi) + Balt, u)h3 + Ry(t, u)
=(Pn — PYUTeu(Wa, deus fi) — a(t, 1)) + Bo(t, u)h3 + Ra(t, u).
Then, Assumption 5 implies that sup e, [Ra(t, u)| = 0p((nh2)~"/2). For the bootstrap estimator, we have
a°(t, u) — a(t, u) =a'(t, u)/i — a(t, u)
e, u) — a(t, w)/7 +a(t, u)(1/7 — 1)

(@

(Pn — PY0ITe o(Wa, b fi)/7 4 et u)(1/5 — 1) + By(t, u)h3 /i + Ru(t, u)/7

(P — P y(Wy, ¢t,wft —a(t, u))/n + Bu(t, U)hg/') + Ra(t, u)/n

(Pn — PI(ITeu(Wa, e, fi) — a(t, 1)) + Ba(t, uh3 + RI(t, ), (A.16)

where sup(; e 7, IRS(t, u)] = Op(e2(hy 12 4 ¢, hy 2y } log(n)slog(p v n)(nhy)~1) + op(h%). This is because of the fact that
N—En=0—1=0,(n""?),

sup [Ra(t, u)| = 0p(e2(h;""* + £,h /%) + log(n)s log(p v n)(nhy) ") + o0,(h2),
(t,u)eTU

and the collection of functions

{n(nt,u(WLU ¢t,u7ft) - O{(t, u)) : (t7 u) € Tu}

satisfies
(Sup 1B = PO War G, f0) = ol W) = 0,(log"/?(n)(nhy)~"/?).
Therefore,
&P(t, u) — &(t, u) =(P — P — DT u(Wa, b fi) — alt, 1)) + RO(E, 1) — Ro(t, 1),
where

sup |RO(t, u) — R(t, u)| = Op(e2(hy '/* + £ah7 %) + log(n)slog(p v n)(nhy) ") + 0,(h3) = op((nhy)™"%).  m
(t,u)eTU

Proof of Theorem 3.4. Let &@*(t, u) be either the original or the bootstrap estimator of «(t, u). We first derive the linear
expansion of the rearrangement of a*(t, u) defined in the proof of Theorem 3.3. For z € (0, 1), let

1 1
Flt,2) = / Holt, y=(v)) < 2)dv,  F(t. 2Idy) = / H&"(t, ¥~ (v)) < y)dv,
0

0
where ¥ (-) is defined in Section 3.3. Then, by Lemma S.1.2 in the online supplement, we have

F(f,2|dn)—F(f,Z)+ n(t, (g ()Y (q.(t))
Tn Fray(qz(t))

= 0,(An) (A17)

and

a*(t,u) —a(t,u)  F(t,at,u)ld,) — F(t, a(t, u))fye(u)
J’_
n rayr’(u)
where r, = (nhy) ™2, dy(t, v) = (nhy)V2(&*(t, ¥~ (v))—a(t, ¥ ~(v))), frry(-) is the density of Y(t), g,(t) is the zth quantile

of Y(t), and A, equals either 1 or h;/z, depending on either Assumptions 5.1 or 5.2 is in place.
Combining (A.17) and (A.18), we have

(nh) 2@ (¢, u) = a(t, u)) = da(t, Y(u)) + 0p(An) = (nhy)"(@*(t, u) — a(t, u)) + 05(4n) (A.19)

uniformly over (t, u) € Tu.

= 0,(An). (A.18)
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We can apply Lemma S.1.2 on &*'(t, u) again with J,(t, u) = (nhy)2(&* (¢, u)—a(t, u)), F(t, u) = P(Y(t) < u) = a(t, u),
f(t, u) = fye(u), and F(t, ) = q,(t). Then, for A, equals 1 or h;/z under either Assumptions 5.1 or 5.2, respectively, we
have,

EO-a) It qu() (mh) 26 (¢, 4. (6)) — 7)
__ y=— A A20
" Frotar(oy T oA +op(4n) (A.20)

Frie)(q:(t))
uniformly over (t, t) € 7Z.
When 1 = 1, combining (A.19), (A.20), and Theorem 3.3, we have

Hr,u(qu(t)y ¢f,q1(l‘)sff) _ ﬂzx(ta QT(t))h
Fr(q:(t)) Fr(q:(t))

2
G:(t) — q:(t) = —(P, — P + Ry(t, T) + 0y(A n(nhz)_l/z).

By taking A, = 1and A, = h;/z under Assumption 5.1 and 5.2, respectively, we have established the desired results. For
the bootstrap estimator, by (A.16), we have

Ht,u(qu(t)v ¢t,q,([)7ft) Bal(t, Qr(f))hg

- Rb(t, Ay(nhy)12).
Fr(@:(1)) froa@ ) b(t, T) + 0p(An(nhy)™1/?)

G(t) — qo(t) = —(Py —

Then,

ao(t) — . (t)
— (P — P)(1 — DI u(Wyo (09> Pr.qe6), fe )/ Frie (@ (£)) + RE(E, T) — Ra(t, T) + 0p( An(nhy)~/2).

By taking A, = 1and A, = h;/ % under Assumption 5.1 and 5.2, respectively, we have established the linear expansion
of the bootstrap estimator too. Last, note that the bootstrap estimator cannot preserve the asymptotic bias term. For
the validity of bootstrap inference, we need to under-smooth and require nhg — 0. This condition is assumed in
Theorem 4.1. ®

Proof of Theorem 3.5. We consider the general case in which the observations are weighted by {n;}! ; as above. For
brevity, denote § = (80, 1) = (ﬂ*o(t) ﬂ*‘( t)) and 8§ = (89, 81) = (BOt), B1(¢)). For any variable R, := Ry(z, t) and
some deterministic sequence r,, we write R, = Op(ry) (resp. o5(ry)) if sup; rye7z [Ra(z, £)] = Oy(ry) (resp. oy(ryn)). Then
§ = f{lfl, where

s 3 XL KGR miam)
L K ’;2 T — Onda(T)
and
> = " Z ( ) ' % Z T, — Oni
’ i=1 —thni %Z ) Ni '
Let 3, = (sz;gf))(t) Kz? ) and G ( ) Then we have

G5, — 2 = O3(log"(n)(nh3)~"/2).
In addition, note
47 (Ti) = 8o + 81(Ti — ) + (q<(Ti) — 8o — 81(Ti — ) + (G7(Ti) — q<(Ti))
and
3 KCE (qr(m — 89— 81(T; — t))
T — t)’?i(Qr(Ti) — 80— (T — t))

g 2=

_ (39O fr(theahd « [log(nmh; (2
_< L@ ))xfhﬁ)*op( ) Hor(h).
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Therefore,

s ey (a.0m) = au(m) )
Gfl —62‘28 N nh, 21:1 K( ) )<Qr(Tl) QT(TI)>771 N (1 %q’{(t)fr(t)th% 2)
s i KCEET, r)(q () - qz(Ti)>m sOla (D)l

+o*,/ ")hz )+ 0*(H2). (A21)

Let E(t, ) = IEW%K( %)+ 7. By Theorem 3.4, we have

0z (t) — q<(t)

-1 1y Yo.00) — Pra.0Xy) , T —t )
j K e o.(Xi) — E(t,
fyt(q,( )n Z 77;( fi(Xi)h, ( I, )+ De.a:.(0(X)) (t,7)

— Bqlt, f)hﬁ + 0}((nhy)~"/?). (A.22)
Let 1; = (Y;, Ty, X, m) Then, by plugging (A.22) in (A.21) and noticing that

SuPreT nh2 Z; 1K T’ )771 _ 0p(1)
SUPter 3 11 )|T1_t|7li - Op(hz_l) ’

we have
S e 1 fr(O)By(t, T)h3
G, =G3,6 v é:mm (73 Yt ) — (fr’(f)ﬁZ(t, T)é)
qf(f) T(t)c2h3 ) {0;((71}12)_1/2)}
+< 2( Y(0)fr(t))kah3 + 0;((”@)_1/2)
where I'(73, Y5 t, ) = (Io(73, Y55 ¢, 7), I4(Y3, 753 ¢, T)), and

(1, 7t )

(Ti —t)f T —t (Yq,(T')j = Prq.m(Xp) T = T; )
= K ) = K ( )+ 1.q.r)(X;) — E(T;, T)
2 (0(T)) o R

fr,(Xj)hy h,
for£ =0,1.Let I'*(73, 155 t,T) =(I'(Y3, 155 ¢, T) + (Y5, 13; t, T))/2. Because nhg — 0, we have
B (t) — BL(t) = —€4(GZ5)Un(t, T) + 0}((nh3)~1/2), (A23)

where e; = (0, 1) and Uy(t, t) = (C3)~! D ticjen MiNiTS(-, -5 t, T) is @ U-process indexed by (t, 7). By Lemma S.1.3 in the
online supplement, o

~ _ T —
ey(GZ2) ™' Un(t, 7) Zm e2fy(o)(@e (OYe(X)h3) ™! [qu(t),j_¢t.41(t)()(j):|1<( : t)+OZ((nh§)_l/2)~ (A.24)

h
j=1 2

Combining (A.23) and (A.24), we have

-1 T —
B(t) — Bl(t) = — E nj(kcafy, (g (1)) t(Xj)hg)_l[qu(t)J - ¢t,q1(t)(xj):|K( )+o ((nh3)™"). m
n h;

j=1
Proof of Theorem 4.1. By the proofs of Theorems 3.4 and 3.5, we have

Q1) — G (t) = —(P — P)(y — 1)<Ht,u(wqf s Prge0 fe) — f)/ft(‘]r( )) + 0p((nhy)~'?)

and
n

1
Bl = Bty == (nj— 1)(Kzfm)(qf(f))ﬁ()@)hz)_l[qu(r),j - ¢t,q,m(xj)]1<( )+o ((nh3)~/2).
n ha

=1

Then, it is stralghtforward to show that /nh,(§°(t) — g.(t)) and (nh3)"/2(B1%(t) — B1(t)) converge weakly to the limiting

distribution of /nhy(§.(t) — q.(t)) and (nh%)l/z(ﬁ,(t) — BL(t)), respectively, conditional on data in the sense of van der
Vaart and Wellner (1996, Section 2.9). The desired results then follow. ®
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Appendix B. Supplementary data
Supplementary material related to this article can be found online at https://doi.org/10.1016/j.jeconom.2019.06.004.
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