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ABSTRACT

The finite-difference method has been commonly used in stochastic derivative estimation when an unbiased
derivative estimator is unavailable or costly. The efficiency of this method relies on the choice of a
perturbation parameter, which needs to be calibrated based on the number of simulation replications. We
study the setting where such an a priori planning of simulation runs is difficult, which could arise due
to the variability of runtime for complex simulation models or interruptions. We show how a simple
recursive weighting scheme on simulation outputs can recover, in an online fashion, the optimal asymptotic
bias-variance tradeoff achieved by the conventional scheme where the replication size is known in advance.

1 INTRODUCTION

Consider a performance measure f(x) € R evaluated at a parameter x € R. We focus on the setting where
given a value of x, we have access to a noisy, unbiased, observation of f(x), i.e., Y (x) = f(x) + &(x), where
€(x) is a random variable that satisfies E[e(x)|x] = 0. We are interested in estimating f’(x), the derivative
of f with respect to a given x, using the above oracle. Derivative estimation of this sort is motivated from
applications in sensitivity analysis, uncertainty quantification, and gradient-based optimization (see, e.g.,
the surveys Glasserman 2013; Asmussen and Glynn 2007; Fu 2015).

A conventional approach to the above problem is to use the finite-difference method. Namely, we
select a perturbation parameter, called 6 > 0, and generate two simulation replications, one at x+ 6 and

another at x — &, and output
Y(x+98)—Y(x—9)

. 1
s (1)
This is known as the central finite-difference method. Another version is to simulate at x+ 6 and x, giving
rise to v Sy
4 Ytd) ¥ o

0

which is known as the forward finite-difference. Similar idea arises as the backward finite-difference.
Suppose we have a budget of R pairs of simulation replications. We will repeatedly generate independent
copies of (1) or (2) above, and take their sample average.

Note that, depending on the smoothness of f, (1) and (2) incurs bias in estimating f’. It is widely
known that under enough differentiability, by choosing § = ©(1/R'/°), the central finite-difference estimator
achieves an asymptotically optimal mean square error (MSE) of order O(1/R??3), while by choosing
8 = ©(1/R"/*), the forward finite-difference estimator achieves an asymptotically optimal MSE O(1/R'/?).
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In other words, in order to achieve the optimal MSE, which involves making the best bias-variance tradeoff,
one needs to calibrate § according to R.

This paper investigates the situations when the total simulation budget R is unknown a priori. This
situation can arise when planning simulation in advance is difficult due to the variability of runtime for
complex simulation models, or when the simulation modeler wants to hedge against unexpected future
interruptions. When this is the case, the conventional approach in choosing & guided by the optimal
MSE cannot be used directly. This issue is especially impactful if the simulation model is large-scale and
consumes substantial computation resources.

Our main contribution is to study a simple recursive approach to update our derivative estimate “on
the fly” that recovers the asymptotically optimal MSE as the simulation replication size increases. This
can be viewed as an “online” derivative estimator, as opposed to the “offline” estimator in the conventional
approach that needs to know R in advance. Our approach takes a weighted average of a new simulation
output with the current derivative estimate. By carefully choosing the weighting sequence in terms of
the current iteration number, we show that we can recover the asymptotically optimal MSE achieved by
the offline estimator. Roughly speaking, our analysis comprises bounding separately the sequential bias
and variance of the iterates to inform the overall MSE. This can be done for both the central and the
forward/backward finite-difference schemes. In addition to theoretical analyses, we also provide numerical
tests of our approach, and demonstrate how our approach avoids the suboptimal performance of the offline
methods when R is not known in advance.

The recursion considered in our method resembles the widely used stochastic approximation (SA)
(Kushner and Yin 2003) for stochastic root-finding and optimization, particularly the Kiefer-Wolfowitz
scheme that does not use gradient information in the iterate. Compared to these problems tackled by
SA, ours is in a sense simpler, as the derivative estimation problem is linear in nature (seen as a simple
consequence of Taylor’s expansion), and this in turn allows us to do more explicit analyses among various
choices of our parameters. For general references on SA or stochastic gradient descent, see, e.g., Kushner
and Yin (2003), Fu (1994), Pasupathy and Kim (2011). Our analysis follows in particular the methods
in obtaining finite-time bounds commonly used in analyzing stochastic or convex optimization algorithms
(e.g., Nemirovski et al. 2009).

Finally, in this work, we only consider the univariate case where x is a one-dimensional parameter,
and will leave the multivariate generalization to a later study. We will also delegate the connections and
integrations of our approach with other debiasing or variance reduction techniques such as randomized
multi-level Monte Carlo (e.g., Blanchet and Glynn 2015; Blanchet et al. 2017; Blanchet and Glynn 2015)
and common random numbers to future study.

In the remainder of this paper, we will present our algorithm (Section 2), the analysis (Section 3), and
numerical demonstrations and comparisons with the conventional approaches (Section 4).

2 PROCEDURE

Given a point, say x(, we are interested in estimating 8 = f’(x() using copies of Y (-). We propose using an
iterative approach to run our simulation-based estimation. Choose a step size sequence %, and a perturbation
sequence 0, for n=1,2,.... Given a current estimate 6,, we update

Yn(xO + 611) - Yn(xo - 511)
20,

9n+1 = (1 - Yn)9n+7’n

where Y, (xo+ 0,) and Y,(xo — &,) are independent simulation copies. We call this the iterative central
finite-difference (ICFD). Alternately, we can use

Y, (x0 4+ 6,) — Yu(x0)
On

9n+1 == (1 _y”)en+Yn
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giving rise to the iterative forward finite-difference (IFFD). Similar approach using Y, (xo) — ¥, (x0 — 0,)
will lead to the backward finite-difference, which we skip to avoid redundancy in our discussion. We
summarize ICFD and IFFD in the following algorithm. The only difference between ICFD and IFFD is
in Step 4. The algorithm is understood to run until the budget is consumed or interruption occurs.

Algorithm 1 Iterative Central/Forward Finite-Difference for estimating f/(xo).

1: Inputs:
simulation oracle to generate Y (x) as an unbiased output for f(x)
sequences {¥,},{6,},n=1,2,...
point of interest xg
2: Initialize:
0; < an arbitrary number, e.g., 0

n <t— 1

repea
ICFD: 6,11 ¢ (1~ %)6, + % 203 000 TRED: g, .1 ¢ (11,6, + 1, 20t o)alw)
n<n+1

until budget depletion
Output: 6,

N>R W

3 THEORETICAL GUARANTEES AND ANALYSIS

We analyze the errors made by ICFD and IFFD. We first make the following smoothness assumptions:
Assumption 1 f(x) is twice continuously differentiable in a neighborhood of xj.
Assumption 2 f(x) is three times continuously differentiable in a neighborhood of xj.

Assumption 1 is used for IFFD, whereas Assumption 2 is used for ICFD. Next, we impose the following
bound on the variance of the simulation:

Assumption 3 Simulation output Y (x) has a bounded variance in the d-neighborhood of xy, i.e. for some
M>0, sup Var(Y(y)) <M.
yily—xo<d
Our analysis will use the function form that ¥, = ¢/n and 6, = d/n* for n sufficiently large. The choice
of ¥, is motivated from the standard step size used in SA, whereas the choice of , is motivated from the
perturbation size used commonly in the conventional finite-difference schemes.
The following shows the choices of parameters such that our procedure is consistent:

Theorem 1 (L,-Consistency)
Set 1, = min{%7 1} and 6, = r%, where ¢,d, o0 > 0. For each case below, we assume that xy = 0, for n > 1
is in the neighborhood of continuous differentiability of f.

1. Under Assumptions 1 and 3, and 0 < o < % the iterates of IFFD, 6,, converges to the true derivative
0 in L, as n— oo, ie., E(6,—0)> — 0 as n— oo,

2. Under Assumptions 2 and 3, and 0 < & < %, the iterates of ICFD, 6,, converges to the true derivative
0 in L, as n— oo, ie., E(6,—0)> — 0 as n — oo

Sketch of Proof. ~ We first analyze IFFD. For simplicity, we denote Z(8) = w. Based on
Assumptions 1 and 3, and by Taylor’s expansion, Z(8) has bias (f?)(£)/2!)8 where & is between x; and
xo+ 6, for & sufficiently small. This is absolutely bounded by M’$ for some M’ > 0. The variance of Z(§)

is bounded by 2M/8%. Let ng = [c] if [c] # ¢ and ¢+ 1 otherwise. Then 0 < 1 — ¥, < 1,n > ny. Denote
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V, = Var(6,) and b, = |Bias(6,)|. We have

2M
Vn+no ~ (1 _’}/nJrno 1)2Vn+n0 1+Y2+n0 152
n—+ng—1

and

bn+ng (1 - Yn+n0 1)bn+n071 + Yn+n071M/6n+n071 .

Through a recursive analysis, we see that

2M
Vn-&-no 1 < (1 - '}/n+n0 2)2Vn+n0 2+ }’2+n0 2627
n+ng—2
n—1 n—2n—2
S H ’}/n0+l 1 VVlO + y2+n0 2¢y 62 + Z H 1 - Yk+no ,)/2 1+n0
i=1 n—+ng—?2 i=1 k=i l 1+ngo
*Z_an "222“11 2M
< Ve o y2+no 262 + Z e y’%0+l 1527
n—+ny—2 i=1 i—1+ng
no 2£ i+n0 2M
Wy (— 0y 2 +
nO(n"‘nO_l yz+ . 253+n0 2 IZ n-+no— yz g2 612+no 1
—1
I’L() 2¢ n l—i—fl() 2¢ 2M
1 2, 2METE 2 2a-2
:M_I)ZC<Vnonoc+dzl§(1+no) “(i+np—1) )
Likewise,
YH’n() 1 < (l ,}/n+n072)bn+n072+’}/n+n072M,6n+n072
n—1 n—2 n—2
< (1- Yi+n071)bn0 +M’Yn+no*26n+n0*2 +M Z Yi+n0716i+n071 H(l - Yk+no)
i=1 i=1 k=i
nil ! ni2
- i+n —C L tFag
< bpe = ot +M’y’l+no 25n+n0 2+M Z Yitno— 15t+no 1€ k= o
i=1
"o c / /n_2 i+no e
< bno(mo_l) +M Yot ng—20n1ny—2 +M l; 7’i+”0*15"+”°’1(m)
= by ( 20 )+ i YVitno—10i4no—1(i +n0)°
“n+ng—1 (n+no—1) P 0
1 n—1
=——1b Mcdy ——mMm——— C} .
(it 1)° [+ M Z (i —yert (i +70)

Therefore the MSE is bounded from above by

1 2Mc? =l

L >
vEi= (n+no—1)% [V"°n06+ d? )3

(i-+n0)* (mo +i— 1722
i=1
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1 2
!/ . [
—i—i[bn ng+Med Y ——————(i+ng) ]
(n+n0—1) 0 121 (no+i— 1)t
2 12 2 e 2 202
Voong" + b ng’ + i+ng)“(i+ny—1)"%"
(n+no—l) Vi 4 B + = Xm0 )
c 2 n—1 ; c
/ (i+no) c / (i+no)
+ (M cd + 2b, ngcdM —_
lzi (no+i—1)%+l "m0 ; (i+no—1)o+l
N letti K ._n—l . 2¢(; 1 2002 dK ._n—l (i410)° h
ow letting K; := ‘Zl (i+no)“(i+no—1) and K, := ‘21 G _1yaT» We have
= 1=
_y 1 1 2 1)20+20-2 i) t+"0 1)
Kl*;( i+n0—1) (l+n07 ) ; ot ; +n0_1 a+1 c
— 1 n—1
Z i+ng— 2¢Z+2072 < (1+7)c Z(i‘%ﬂ(}*l)ciail
i=1 oo 5
(tng_1pe2e] if 2004+2c—2>0 (rtng-1)7% if c—a—120
g el 2+% if S1<2at2e-2<0 1 Ly e e g—1<0
- no nZet2es +1n("+"g LR if 2a+2c—2=-1 - o’ | ng %!+ In( R0 2y ife—a—l1=—1 ’
2a+2( 1 c—o
(2)oc+21 2+l a if 2004+2c—2 < —1 n(‘)a 1-‘,—m ifc—a—1<-—1

With the positivity of ¢ and o and the above expressions, we obtain the following 13 scenarios in

which C is some large constant:

C
UBL ———— X
- (n-l—l’l()— 1)2"

1+(n+no— 1)2a+2c*1+(n+n0—1)26720‘—0—(71—1—}10—1)670‘
if 20+2c—2>0and c—a—1>0

1+(n+n071)2a+2c—l +(n+n072)2“_2a+(n+n072)c_a
if 2a+2c—2>0and —1<c—a—-1<0

l+(n+n0—1)20‘*26*1+1n(n+n0—2)+ln2(n+n0—2)
if 20+2c—2>0and c—a—1=-1
l+(n+n071)2a+2"71
if 204+2c—2>0and c—a—1<—1
1+ (n+ng—2)%F29% 1 (n 41y —2) % + (n+ng — 2)%2%
if —1<2004+2c-2<0and —1<c—a—-1<0
14 (n+np—2)%+2%1 L n(n+ng —2) +In?(n+no — 2)

if —1<200+2c—2<0and c—a—1=-1
1+(n+n072)2€+2a—1
if —1<20+2c—2<0and c—a—1< -1

These can be simplified and summarized in Table 1:

1842

L+1n(n+ng—2)+ (n+ng—2)*72% 4 (n+ny —2)c~¢

if 20+2c—2=—-1land —1<c—a—-1<0
1 +In(n+ng—2) +In*(n+ny—2)

if 2a+2c—2=—-1and c—a—1=-1
1+1In(n+ng—2)

if 2a+2c—2=—-1land c—ao—-1< -1
1+ (n+ng—2)%72% 4 (n+np — 2)~¢

if 2a+2c—2<—-land —1l<c—a—-1<0
1+1n%(n4ng—2) +In(n+ng —2)

if 20+2c—2<—-land c—a—1=-1
1

if 20+2c—-2<—-land c—a—-1<—1
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Table 1: Upper bound of MSE for different scenarios under IFFD.

c—a—-1>0 —-1<c—a-1<0 c—oa—1=-1 c—a—1<-1
200+2c—2>0 O+t Lt o) O+t L+ -le) Ok + A+l Il oL 4 1)
“1<2042c-2<0 na Ok 4l + Lt 1) O(k + by + W L 0y (1 i )
20+2-2=-1  na O(GE+00 1y 1) (L 4 o) )y (14 o
20+2c-2<-1  na O(k + 4 + 72) Ok + (n) 4 It o(:k)

From Table 1 we can see that if 0 < o < 1/2, the MSE is O(n%) where A > 0, which implies it will
converge to zero as the replication size increases.

Similarly, for ICFD, we denote Z(§) = W. Based on Assumptions 2 and 3, and by Taylor’s

expansion, this estimator has bias ((f®) (&) + ) (&))/3!)82 where &; is between xo and xo+ & and &,
is between xy — & and xo, for § sufficiently small. This is absolutely bounded by M’? for some M’ > 0.

Moreover, the variance of Z(§) is bounded by M/(28%). So we have
M
Vn+ng (1 - ')’n+n0 1)2Vn+n071 + ,yr%-‘rno 1A¢2 26

n+np—1
and

bn+no S (1 - ’Yn+n071)bn+nofl + 'Yn+n071M 6 n+ng—1-

Through a similar recursive analysis, we see that

1 2, ME'E 1 2 20-2
N r—y (Voo + 52 242 Z ) g — 1272)
and
b < 1 b c d2 /ni1 1 c
n+np—1 = m{ non0+c M Zl (n—l—l’l()— 1)20!+1 (I’l—‘rl’lo) ]
=
Therefore the MSE is bounded from above by
. 1 2¢ 2 2c Mc 2 200—-2
UB:= m |:Vn0n0 +bn0n0 sz Z n+n0 (n+n0 1)

n—1 c n—1 c
21 4 (n+no) 2 . 2aql (n+no)
+ (Cd M Z (n+no— 1)20‘+1> - 2byriged”M 1:21 (n+no—1)2a+!

Again, the upper bounds can be summarized in Table 2:

Table 2: Upper bound of MSE for different scenarios under ICFD.

c—20—1>0 “1<c—2a-1<0 c—20—1=-1 c—20—1<-1
2004+2c—2>0 Ok + oitm + e+ b)) O+ m+ﬂ%+nﬁﬁ) O(k + m+'“:§f>+“;§’j)) O(k + o)
~1<20+2c-2<0 na. Ok 4+ Lot L) O(h 4l + 0 W)y oLy 1)
20042c—2=—1 n.a. O(ﬁ#‘,‘fz[) bl L) oGk 4 e W )y gLy )
20+2c-2< 1 na. Ok + -z + ) Ok + i) 4 nGu) o(:k)

From the table we can see that if 0 < ot < 1/2, the MSE is 0(,1%) where A > 0, which implies it will
converge to zero as the replication size increases.
O
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Theorem 2 (Recovering optimal parameter choices and MSE in the offline setting)
Set 1, = min{ﬁ, 1} and 6, = r;%, where ¢,d, o0 > 0. For each case below, we assume that xy =+ &, for n > 1
is in the neighborhood of continuous differentiability of f.

1. Under Assumptions 1 and 3, the MSE of IFFD is O(n,lﬁ) if = }L and ¢ > %
2. Under Assumptions 2 and 3, the MSE of ICFD is O(nz%) if o= and c >

Sketch of Proof. =~ We continue our proof for Theorem 1. For IFFD, we minimize the upper bound of the
MSE for each scenario. Table 3 shows the respective optimal values and solutions:

Table 3: Minimum upper bound of MSE for different scenarios under IFFD.

c—oa—1>0 —1l<c—a—-1<0 c—a—1=-1 c—a—1<-—1
20+2c—2>0 0(~15) 0(~7) o(1) o(nf)
With(x:%,cZ% Witha:%7%§c<% W1th06—§ =% Witha%%c%%
—1<2004+2c—2<0 na. 0(~%) O(-=) O(~7=)
with o = i<e<3 witha = te=a—1 witho—1c—1
Z
20042c—2=—1 na. o() o) O(e)
w1thoc—>% =l-a—] witha=}c=1 with e —» Je=1-a—1
2
204+2c—2< —1 n.a. O(-t) o(min) O(=h=)
with o —» e — 1 with o - L e=a—1 witha—§,c—1

Here, € is any small positive number. The symbol "—" means the optimum is obtained by letting the
left hand side to be very close to the right hand side.
Similarly, for ICFD, we minimize the upper bound of the MSE and obtain Table 4:

Table 4: Minimum upper bound of MSE for different scenarios under ICFD.

c—20—-1>0 —1l<c-20-1<0 c—2a—1=-1 c—2a—-1< -1
2002c-220  0(k) (%) 0(F) (=)
with o = >% Wltha—3%§6‘<% with(x*%,c:% With(x—>%,c—>%
—1<200+2c—2<0 na. 0(=53) o(2 2/“) O(—=)
w1th(x-g%<c<% w1tha—>%,c:2aaé with @ — L c— 1
20+2c—2=—1 na. o(an) o= o)
w1thaﬁ%,c:%fa%% w1thoc_%,c:§ witha = te=3—-a—1
20+2c—2<—1 na. O(—4=) 0(,,2/3 )) O(—4=)
with @ — £,c — 1 witha = Lc=2a— 1 witho— Lc—1
For the IFFD, if we choose o= l 7> the MSE shrinks at order 0( ; /2) as n increases. For ICFD,
if we choose o = 7, the MSE shrlnks at order O( p /3) as n increases. This concludes our theorem.
O

Note that Theorem 2 recovers the asymptotically optimal MSE for the forward and central finite-
differences in the offline setting. This MSE is achieved by choosing the perturbation parameter with a
decay against the iteration that corresponds precisely to the replication size in the offline setting (i.e.,
O(1/n'/*) and ©(1/n'/)) and the standard step size of SA (i.e., @(1/n)). Note that the choice of ¢ that
guarantees our various convergence behaviors does not depend on other constants. This is distinct from
the SA literature where typically the c affects the convergence rate in a way dependent on the variances
of the estimates.
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4 NUMERICAL STUDY

We take a simple function f(x) = sin(x) for illustration and our simulation model is ¥ (x) = sin(x) + € where
€~ N(0,1). Let xo = 1. We use both our iterative methods and the traditional methods for computing
f'(x) = cos(x) using Y(x). To approximate the MSE, in each test case we make 100 repetitions of
implementation of each method. We recall that the traditional forward finite-difference (TFFD) estimator

for f'(x) is M where fg is an estimator using the average of R simulation replication pairs.

Likewise, a traditional central finite-difference (TCFD) estimator for f’(x) is %W. TFFD is
known to achieve an optimal MSE of order ®(1/R'/?) by choosing § = d/R'/* for some d > 0, and TCFD
is known to have an optimal MSE of order ®(1/R?/) by choosing § = d/R'/° for some d > 0.

We do the following four experiments. In all experiments, we set ¥, = ¢,8, = n% for the iterative

methods, and 6 = 15% for the traditional methods. To calculate MSE, We make the repetition number be
100.

4.1 Consistency

Figure 1 plots the trajectories of the derivative estimators using our iterative methods as the iteration goes
in a single run. We set the total simulation budget as 2000 andletc=d =1, a = % for IFFD and o = é for
ICFD. In the figure, we see that both IFFD and ICFD exhibit a convergent sequence of estimates, validating
the correctness of these methods. Moreover, ICFD shows a faster convergent trend as its trajectory is closer
to the true derivative value (horizontal red line), as predicted by the convergence rates we obtained in Section
3. To further investigate the convergence rates of the iterative methods and compare with the traditional
ones, Table 5 and Figure 2 shows the MSEs under the four methods with ¢ =d = 1 and oo = 1/6. The total
iteration number or replication size is varied among 40, 100,200,500, 1000, 5000, 10000. We see that the
iterative methods have consistently smaller MSEs compared to the traditional methods, when comparing
within the forward approach and the central approach. While this superiority could be example-dependent,
it could also hint that our iterative methods generate better constants in front of the convergence rates.
Also, the central approaches have smaller MSEs than the forward approaches, again as predicted.

0.9 T T .
| % --True Derivative
08F ,N | “’.Nlterative Forward /,;M,"\A g
0.7 - N‘Aﬁ “M ‘.H\M,‘(" H}r | W " | ‘y"l J I,V qu'\ -
\ | \| \ M W hy y v
0.6 ‘IW I Y M / )

05
Derivative |
0.4+

03
021

0.1

0 L L L
0 200 400 600 800 1000 1200 1400 1600 1800 2000
Iteration

Figure 1: Derivative against iteration.
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Table 5: MSE against different replication size R.

R Iterative Forward Iterative Central Traditional Forward Traditional Central
40 2.83x 107! 2.57x 1072 4568 x 107! 2.96 x 1072
100 1.67x 107! 1.13x 1072 2.345 x 107! 2.54 %1072
200 1.15%x 107! 6.76 x 1073 1.774 x 107! 1.53 x 1072
500 8.38 x 1072 457 %1073 7.68 x 1072 9.20 x 1073
1000 5.05x 1072 2.33 %1073 6.73 x 1072 443 %1073
5000 2.29x 1072 1.16 x 1073 2.94 x 1072 1.28 x 1073
10000 1.78 x 1072 5.41x10~* 2.22x 1072 1.11x 1073

MSE‘

Traditional Forward
10705

3 |
107 \T\ J
Iterative Forward
10715 - \

Ss.  Traditional Central |

S

________

107 Iterative Central

1035 I I
40 100 200 500 1000 5000 10000

Simulation Budget R

Figure 2: MSE against different replication size R.

To investigate the decay rates of the MSEs, we regress log(MSE) against logR, i.e., we set up a linear
model log(MSE)= By + B; logR. The estimated coefficients for logR are —0.504, —0.656, —0.543, —0.660
respectively for IFFD, ICFD, TFFD and TCFD, which are very close to the predicted values %,%, %,%
respectively. The coefficients of determination are 0.996,0.988,0.985,0.978, indicating a strong linear
dependence between log(MSE) and logR.

4.2 Optimality

We analyze the MSEs under different choices of a for the four considered methods. We still let c =d = 1.
We set the total iteration or replication size as 5 x 10%, and vary o. Table 6 and Figure 3 show that the
optimal choice of a, i.e., giving the smallest MSE, is 1/6 for the central methods. The optimal choice
of a is 1/4 for iterative forward, but is a little off to 1/6 for traditional forward. The iterative methods
generally perform better than traditional. Specifically, under the same finite-difference scheme, the MSE
from the iterative method is either smaller than or very close to that from the traditional method, among
all cases of o even when the latter is not chosen optimally.

Table 6: MSE against « for different methods.

a Iterative Forward Iterative Central Traditional Forward Traditional Central
1/200 2.03x 107! 6.16 x 1073 2.00 x 107! 5.97 x 1073

1/20  7.92x 1072 1.12x 1073 7.09 x 1072 9.52x 1074

1/6  9.54x1073 2.26x 1074 6.82x 1073 3.45x 1074

1/4  7.68x1073 1.34 x 1073 9.16 x 1073 2.39 x 1073

1/3 3.97 x 1072 8.13x 1073 6.02 x 1072 1.43 x 1072

5/12 1.56x 107! 3.74x 1072 3.07x 107! 9.22 x 1072

1/2 1.22 x 10° 2.93x 107! 1.54 x 10° 4.39 x 107!

1 305 x 107 104 x 10? 105 x 10° 231 x 107
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—1. Iterative Forward
' ~2. Iterative Central

w0l - 3. Traditional Forward
w21 4. Traditional Central

I I
1/200 1/20 1/6 1/4 13 5/12 12 1

104 !

a

Figure 3: MSE against o for different methods.

4.3 Stability

We highlight the benefit of our iterative methods over the traditional methods when R is not known in
advance. Set d = 1. Given a budget R = 5000, TFFD will set 6 to be 0.119, and TCFD will set § to be
0.242. However, when the actual R is different from 5000, these choices of & are not optimal. To mimic
this situation, we consider the case where the budgeted R is 5000, while the actual R is 100 or 2000, so
that we are over-budgeted. We also consider the case where the actual R is 7500 or 10000, so that we
are under-budgeted. Table 7 and Figure 4 show the MSEs when the & for the traditional methods are set
as if R = 5000, but the actual R can be different. We see that the MSEs from the traditional methods are
significantly bigger compared with our iterative methods, in the case that the actual R deviates from 5000.
This is because in such situations the & cannot be chosen optimally in the traditional methods, whereas
our iterative methods overcome this issue and maintain the optimal MSE rates.

Table 7: MSE against actual R.

R Iterative Forward Traditional Forward, Iterative Central Traditional  Central,
budgeted R = 5000 budgeted R = 5000
100 1.65x 107! 1.62 x 100 1.94 x 102 8.56 x 1072
2000 2.50x 1072 7.27 x 1072 2.07x 1073 4.89 x 1073
5000  2.03 x 1072 3.53 x 1072 1.39x 1073 1.56 x 1073
7500 1.96 x 1072 2.19x 1072 9.49 x 10~* 1.24x 1073
10000 1.75x 1072 1.98 x 1072 6.14x 10~* 7.53x 1074
D’\éISE
10 ! !
ke ——1.lterative Forward
100 SN —-2.Traditional Forward,d = 0.119 7
10050 3.Iterative Central i

. I
100 2000 5000

~ —-4 Traditional Central,0 = 0.242

1
7500

Simulation Budget R

Figure 4: MSE against actual R.
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4.4 Sensitivities to ¢ and d

We investigate the sensitivities of our performances with respect to the choices of ¢ and d. To choose these
parameters optimally, we need additional information, such as the higher order derivatives of f, which is
generally unavailable. We choose a optimally for each method (i.e., 1/4 for forward and 1/6 for central)
and let the replication size vary among 500, 1000,5000, 10000. Figures 5a and 5b show that, as expected,
moderate values of ¢ and d give us the best MSEs. To compare the sensitivities of our iterative methods
with the traditional ones, we also run the experiments on different d for the latter (note that there is no
¢ there). Figure 6 shows that the sensitivities are quite comparable, and the iterative methods seem to
consistently perform better. In this example, it appears that the optimal c is around 0.5 across the iterative
methods, whereas the optimal d is around 1 for both traditional and iterative methods.

10%° 10° ! ! | ; ! ! |
. g «-Iterative Forward,R=500
ol | 104 «-Iterative Forward,R=1000 -
10 “ & Iterative Forward,R=5000
Lt PTRRN e . - Iterative Forward,R=10000 |
10705/ —— - Iterative Foward NG : — Iterative Central, R=500
MSE 102 | Iterative Central, R=1000 |
107" - —Iterative Central,R=5000
10l F ®. —Iterative Central,R=10000 |
107 MSE
«-|terative Forward,R=500 000N R e
102 = Iterative Forward,R=1000 L
Iterative Forward,R=5000 10
10725 Iterative Forward,R=10000 102
Alterat!ve Central,R=500 Iterative Central
3 Iterative Central,R=1000 3
10 jterative Central,R=5000 107
—|terative Central,R=10000
10-3.5 L I I L L L 10'4 L L L L 1 L L
10° 5x10° 10?7 5x10% 107 sx10" 1 5 10 50 10°  5x10° 102 5x102 10" sx10" 1 5 10 50
c
(a) MSE against different choices of c. (b) MSE against different choices of d.
Figure 5: Sensitivities to ¢ and d.
T T T
-o- Traditional Forward,R=500 — Iterative Forward,R=500
105 o -o- Traditional Forward,R=1000 Iterative Forward,R=1000 i
N Traditional Forward,R=5000  —Iterative Forward,R=5000
4 -o- Traditional Forward,R=10000 Iterative Forward,R=10000
10 o- Traditional Central, R=500 Iterative Central,R=500
3 Traditional Central,R=1000 —Iterative Central,R=1000
10 -o- Traditional Central,R=5000 ——Iterative Central,R=5000 )
e Traditional Central,R=10000  ——|terative Central,R=10000
102 N
10'F
MSE
100 L
107 r
1072
109
1 0-4 L L L 1 1 1 1 Il
10°  5x10°  10? 5x102 10" 5x107 1 5 10 50

d

Figure 6: Sensitivity to d among iterative and traditional methods.
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