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Abstract

Along with the economy develop increasingly, the standard of living improve
fast, and investment information is also universal and transparent. People use financial
management tools to create the largest rewards. But in 1994 and 1995, Orange
County’s Bank at California and Barings Bank at UK went into bankruptcy because
traders operated improperly, so they managed the risk much attention attention . In
1988, the Basel Committee on Banking Supervision began allowing banks to use
value-at-risk model to calculate market risk capital. In 1996, it proposed backtesting
guideline which compared with the estimated values and the 250 business days . The
data set was collected in January 1, 2004 to December 31, 2011 which is available at
TEJ. We collect Nikkei 225, Hang Seng and S&P500 index and predict the 250
business days after 1 January 2012. There are short-term historical simulation method,
long-term historical simulation method, RiskMetrics, GARCH-N, GARCH-t,
IGARCH-N and IGARCH-t in our final model to analysis and predict. Finally, we
also use the risk assessment table to explain if methods are appropriate.

Keyword : Value-at-Risk ~ Basel Il ~ GARCH ~ IGARCH - RiskMetrics

nonparametric method ~ parametric method ~ J.P.Morgan
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LR statistic:

B (1—E) ™
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LRuc p-value LRuc p-value LRuc p-value

a=0.01
Short-term | 12.9555 0.0003 1.9568 0.1619 1.9568 0.1619
Long-term 1.1765 0.2781 0.0949 0.7580 1.1765 0.2781
RiskMatrics | 0.7691 0.3805 0.0949 0.7580 1.9568 0.1619
GARCH-N 0.7691 0.3805 0.0949 0.7580 0.7691 0.3805
GARCH-t 0.7691 0.3805 0.0949 0.7580 0.7691 0.3805
IGARCH-N | 0.7691 0.3805 0.0949 0.7580 0.7691 0.3805
IGARCH-t | 0.7691 0.3805 0.0949 0.7580 0.7691 0.3805
a=0.05
Short-term 1.5403 0.2146 0.4961 0.4812 1.5403 0.2146
Long-term 1.1383 0.2860 0.5634 0.4529 1.9441 0.1632
RiskMatrics | 0.5634 0.4529 0.1971 0.6571 0.1971 0.6571
GARCH-N 0.0213 0.8839 0.5634 0.4529 0.1971 0.6571
GARCH-t 0.0213 0.8839 0.5634 0.4529 0.0208 0.8853
IGARCH-N | 0.0213 0.8839 0.5634 0.4529 0.5634 0.4529
IGARCH-t | 0.0213 0.8839 1.1383 0.2860 0.0208 0.8853
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