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The financial measurement of VaR under the GARCH model
based on empirical distribution
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Abstract: In the field of risk management, VaR has been highly valued and the measurement of VaR by
GARCH model is an important research. In practical application, it is necessary to specify the condition-
al distribution form when using traditional parameter GARCH model for modeling. However, the model
will become invalid if the distribution is specified incorrectly. Therefore, under the standard GARCH(1,
1) model, the residual error is corrected in combination with the cumulative empirical distribution func-
tion, so as to avoid the model risk caused by the pre-specified error of the traditional parameter distribu-
tion. In the empirical research, it is found that the proposed method is greatly improved compared with
the standard GARCH (1, 1) model based on specified parameter distribution in the measurement of VaR,,
and its failure frequency and relative error are significantly reduced.
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WA BT R B TH 7 AU, anEARERAT . FEE SR AR L HARRARAT S HR e G i L2 1L
TACEITTIIIR . TR — & AR B AR A S ROE K A2 UR AT I B PP A A IXUR: 4 I 2R
LG TR R B TR, X —H5E T, 1994 4FFEEARCH ' #2H#Y VaR (Value at Risk, 7ERHHE) J7
VEAEIXAS T 57 T By — Rl AT g A KU BT %, T4 10 A, AlHs 57 19 RiskMetrics 15478 Y BERLA
FRINERAE T, W LA S5 &0 LU MR OCTOR . 2k, 76 SRl XU 5 AT,
TS b — 2 S AR AT R Rl R B E T VaR B, 3R — A ) S N A g T AR R il T
AR B9 7 1% o VaR S H B AR AR S 7R T B A& I, A — SR ] A o] AR s 2 KU 2K
Artzner 55 *' TIEW] VaR 7EBEIE AN R UCAT A, (HE AR XU JBE i 40T IS 2 ) SR AN T 2R o IR
AP — BRI, (AT AR AT BT A M B R 30 5 3 0 fi T VaR T AN 2 T 2 U] F RS B2 i
Pr——HUE [ (Expect Shortfall, fi#KES). FZURI N VaR BAMRZLPMEH, BN OEHETR,
Sy T, fERSeRE AT 5 TR A

1 AR

SR 5 R IN A AR AL . Oy 2R E RIS . A TR 4 B A X P AFAE, En-
gle " 2 T ARCHALRL, 7t SLAl I, Bollerslev ' #3. T GARCH (J7 . ARCH) #i#Y, Ffif5, Boller-
slev&§ ' Taylor " Wi SEBIR R T XU (BEEMNA% . Amlde %, SMCICRG) THE A7 i A
[AJ# . Chang % 7 7E T A BYWF o Fah [, 440 5148 GARCH. EGARCH. GJRGARCH %51 8 % 55 Y
X} VaR BEATHAR, FBE SR04 40 e R i 3 40 A A ¢ 43 A7 . Francq "' 7E b5 GARCH X VaR #4514 33 72
OB AR B ROE R B 6, = 0,(0,)n,. A VaR B9HSEEE REGRT o, QU4 RO R, TR
Bk F I s E S 500,. LA SCHE Franeq ™ AUBESERE T, PR #E GARCH(1, DAERII& I 3R, [H
B85 5% 22 2290 43 AT SR EGX AN 3 Ai JE 2K VaR #E4 T #5047

FrUER) GARCH(1, 1)Ky

r,=u +e, e =02z, O =0+as_ +pol,

Horu, WS R TH 2B IME, e SRR RO I 2058 2%, 2 J2ME R0, Jr 220 1A L [R] 43 A
(iid, independently identically distribution) HJBEHLAE & )FH] (B z,~iid(0, 1)), 7EXHL, FATATEE 2, 19 H
o3, I T B E RIS HE R e R T8 0 2 W B A, PG T A8 5 S PR
DUANTF I B R 8 o TR, FRATTA AR PR 76 S B0 R A AE SR T, DRI Skt e 17 I S 4008 81 T 1 17 48 4
GEXESE ]2
1.1 VaRHW#S

VaR $87E 45 8 MR AT, Al b A e — e e B [R] BE N 9 Je KT ek o B

P(AP>VaR)=1-r,

Hrp AP &R SAE R A W Ac RS, VaR BTE B A5 KT« T fer=Enm KRR E. flan. 78
90% MY EAFKE T, HAH—KI VaR{E R 500 71 70, F5IZA FEILL90% AR RIE, 75— RNH T
s 28 S T R 1A R R 25 At 500 75 350

AR Q(7) = VaR,_ FRFAEEE KT« T VaR{E (R RHik).
1.2 REGTE

B VaR = (0, z), ¢(-)MIERE@H A GARCH, EGARCH, GIRGARCH ¥ E R, X H %
R mIEA, A TR SHAG TR, oA HFRE GARCH(1, 1) SR, St g s A8, B

VaR,_, =u + o,(2). ol =w+ag]_, + Lo,

K Q(2) = VaR,_, = 6(0, Q.(0)) F&, HH O =(u. w. a, B) Wi GARCH(1, DB R IS5,
Q. (o) Mz, B i, AR 20 34 sk kA4
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(i) R {2} 89« AR A S B8 Q. (o) A 3 Q.(0). 0.(c) = inf{i: F.()) =z}, JEh F.() =

(F.(t) 02,00 BRI kA )

(i) ¥ O FQ.(2)IRA ()= G(0, 0.(0))H, BF((r) = G(@, (jz('r)), PRS2 T VaR, _ .
1.3 #w=EFMFE
13,1 KM FEAT X E VaR DB ER PR 5018 09 2B 1 B B 45 S X SE PR R B SRR . 1)
e 255 99% EAG/KE T B VaRAH, #5 SL P R Tl VaR (IR KT 1%, UiPABIAIFI L8, 4
SR Kupiec ! 3 H ) O RAG B0 75 . HSLA ARUJE LR S Prdit 25 M8 0 VaR (R HBER . $ESLPrfit 254
i VaR (B IC H FUM 2R . BE VaR BB AR KR o, SEFRSIN REC R T, T AW Rk N, T2 iR
Hp=NT, RGBSR " =1 - o BB, XPBIR AR 4 0 R 0 5[] R 6 2K TG HE % p 2 5 55 T 45
EMEE T, BRI R & Hy:p = p's

Kupiec #1755 H, e A 10 B R 502 ISR Eb api 55

LR =-2mn[(1-p)" "p ]+ 21{(1 - ]Y\Z)M(];/”

R H, T, Gi&E LRI B RN VI 2 o0 A o RIWOBRAG S0k M Tz, (HJE 58 T4 H R 5

fitz b, #d D AR ME PR BB AR I AE PR PTG O o DRI, SRR R O vk 3 o 55 T 04k e

Ui 1K 73 N

1.3.2 AAxFiR £ R TARIUBERL B HERR I, A SCHE 29 IO 323X A 8 A 6 Al B35 7 — 4S8 IR 48

FR FXTiRZ (Relative Error, RE), AILUAEH R
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Fig. 1 DIJIA index daily return



180 RS (AR 5 60 &

xR AR O S . @ B A X RS RO B, R RAS TR T ek as AR i B, @ik T I
SRR B XTI RPN A B AT T, HE IR 2 R TR i, AR AR Ny T R
2.1 HIEERFIE

A 1 RT AE R ATTI T A B0di 2 LA AR Y, O FLALRERE T Hh 4 Al s ] e 81 770 A O sl A B PR AR AIE
(K% 3l e T H FERE R U 8l , /NSl B S5 TREERBE/N I 3h) o IR B SEARRRE SR (LR 1) &, B3
Hrdg% (DIIA) DR EE 539 -0. 315 80(<0), WERE4T5Ioh 4. 643 77(>3), [AIETH IBSLiTH 0 2 254. 568,
4G QQRE (WLE2) WA, WA ARMIES 30, I HAT RGN RHE .

K1 BUEEARRER T
Table 1  Data basic characteristics statistics
i H FeA = ¥ brifE 2 i U IB&itsE (pfH)
DJIA 2476 0. 000 41 0. 00963 -0.31580 4.64 377 2254.568 (0.00)

Normal Q-Q Plot

Sample Quantiles

Theoretical Quantiles

K2 HEBEUEEQQ A
Fig.2 DIJIA QQ plot

2.2 FRERE

XoF B 8] 5 0 B0 0E A7 o T ARG, 1O B R A SRR TR SR . ek, FRATTREUT ADF
(Augmented Dickey-Fuller test) """ #; 5 #1 PP (Phillips-Perron Unit Root Test) "> PR HRAG S
2.2.1 ADF#&%  ADFASSGE A A 77 R A7 A RS By, (0 I 2500 Rl v B P B0 G o

(D HBO, BETH p B A SRR y, =y, + o+ y,y,, + &

(1D AHEEE, TEBT p A FEERE: v, =p+y,y_ + o+ vy, +&

(D) AHEE ., BB p A FEERE: vy, =p+ 8t +y,y,_, + - +7y,y_, +&.

B (1) TP R R AR, ACERIF I BERT R AL R Rt 35 . BRUBRR I H, .y = 0, BEIFELESR
PR, ZFPAERE, BR (D) 5ER (1D, (D) 892250 0 275 & A i Eam, K56 0T N
(1) — (1) — (1), fEHELFMREE, EHEIEGLE, BZF - ERF . 8K A, S —K
g (T0) BRI L 8%, SRR TR 78 0 P e AR 1 o
2.2.2 PP# I PPRIEEILIYEDF SR, ML IESEOrPORBIEDF St at, M A BT
ik

TE BT 4R A0 2 18 ADF F1 PP S 007 ARG 50 45 SR 4300 —13. 943 F1-53. 086, “EAiTHY p (HABILIE /N T 0. 01,
TE 99% 1) MK R4 TR, UhBAFRATTIIFSE AU 85 7 51 P Ra i .

2.3 BRAEWRR

Engle 75 1982 4F H& 46 36 5% 22 7 91 vh 2 15 47 6 ARCH R0 F Pk 19 H SR EK % (Lagrange multiplier

test), B ARCH-LM#56., HEBZIE I ANFELE ARCHEUY , I A 30 58 R IR x> 43 A . K6 56
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FERMFR 2 PR
#2 ARCH-LM &5
Table 2 ARCH-LM test
i S B AR Lag=5 (pf1H) Lag=10 (p{H) Lag=15 (p1H)
ARCH-LM 346.79 (0.00) 407.05 (0.00) 443.03 (0.00)

K s R p (T LAE L, RAOTIEM S S s By, 100, 15 Brdsdhds 1 s sis, BRJSF 9 A7 e 35 10
ARCHZN o ML B IEE BT vl AR . IS RIF A2 PR, AR IEZS /00 H B A 08 5 2 i 4
fE, HAORBHEAAAE B W) ARCHROY,, R 7E X LA F GARCH A AL G /Y .

3 BTN AR A

GARCH(1, DBIRIER L FS8UEH: 1=745%x 10", 0 =267 x 10°, a=0.149, f=0.824, XI%{
SRIE A 8 410. 83,
3.1 BT

PLUR AT B 38 12 4100 A5 M IEAS 0 AR 1 GARCH (1, DAY, DA K 283 Fe A T4 H 0038y 245
IEJETEREARSMAMNRZE R (W3 3).

3 EHUEFEEC(DIIA) B 45 R Y
Table 3  Predicted results of DJIA

PR BRE%  WUHRMORE SIPRRIBOREL  RMUR /% plH EREEZH, RE
. 99 2 7 2.40 0.04 N 1.40
bRt

97.5 7 9 3.08 0.54 Y 0.23

GARCH(1,1)
95 14 17 5.82 0.53 Y 0.16
99 2 2 0. 68 0.57 Y 0.32

FRZEZI T Y

97.5 7 7 2. 40 0.91 Y 0.04

GARCH(1,1)
95 14 16 5.48 0.71 Y 0.10

1) pfE40. 05 RFEMAKF T RRR p (B, NACERAELAEURBE H,, YR B H, -

3.2 RS

i i Kupiec 28 MRG0 45 BB 2], AR ME GARCH(1, 1) Z 7 R, R R AE, JoH
JETE99% M EF KT, FIHPRAER GARCH(1, 1)BIRYF 25 5, IS R 2 R B0 T 2 I R B in %k
o AT LVE SR SR S B A — BAR 8 S5 A SR iRy, SRR R AR AR 25 o FEFRATRI T HT )7
AR ZEHATIEIE TG, SRR RMORA R TR KRGS, AMUEAEF K N T Kupiee 2 UM AG 55
I H5 WU RO A o4 . ok, AR 7 545 B A AR R 25 /N TARIE GARCH(1, DAL
BiR2s, Mk, FATHRRURUEIE THrAER GARCH (1, DARL, I H 78408 B AF K A VaR ()5 &
A ER
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