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Abstract

This study proposes a procedure for using a GARCH model in conjunction with
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historical simulation when computing Value-at-Risk (VaR). We collected the data of
Taiwan stock market index to evaluate the VaR approaches. The sample period is
from January 5, 1971 to December 30, 2000. Based on failure rates and Kupiec test
(1995), we show that incorporating GARCH model updating into historical
simulation method is a substantial improvement. From the empirical results of this
study, it is important to improve accuracy when incorporating volatility updating into

the historical simulation method for Value-at-risk.
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A=0.99EWMA (250 :500) |82a 0.011536 a (331 0.046567 |695 0.097777
A=0.99.EWMA (500 500) |g8 0.01238 1362 0.050925 |721 0.101435

. {GARCH (100 : 900) 72a 0.010129 a |356 a 0.030084 a (695 a 0.097777 a
GARCH (100 ; 750 60 0.008441 (336 0.047271  |681 0.095808
GARCH (100 : 500) 57 0.008019 1323 0.045442 692 0.097355
GARCH (230 ; 900) 72a 0.010129 a |372 0.052335 713 0.10031
GARCH (250 ; 750) 62 0.008723 (363 - 0.051069 |711a 0.100028 a
GARCH (250 ; 500) 63 0.008863 |354a 0.049803 a |718 0.101013
GARCH (500 : 900) 78 0.010974 |366 0.051491 [71% 0.101154
GARCH (500 : 750} 72a 0.010129a (356 a 0.050084 a |722 0.101576
GARCH (500 : 500) 67 0.009426 {348 0.048959 |71l a 0.100028 a

&E ¢ SMA(A © B) © A USRI FH B ADMERS B4 (s b B R TR sh 2O RS ¢ B REREHNENE
BRI EWMA(A © B) : A RIS RS T 5 7 R AT U s B0 B (e Y
B ERIRB - GARCH(A © B) : A f0#DEL GARCH(L, 143 HE SR B ST b S a1 B REFE
FIEEEE RO - 2 BRI EEE (R BRI » & R A ST -
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L

£ Kupiec (1995) JEIEERELLRIGIRTE L > A5 BIEELA 100 -
500 AR 1000 KE—FEERKETERAREEMUTGIRIEZ HEREME - 7 3
EREY 1000 KE—EREEA » SIHEFSE LR TERREF H R
SEAEER - 7R IERER c=0.05 T MERE EIEERE R RIREIERE RIS R -
st 4 [EEREHRHEAR 3.84 KSR ERIKBRES 4 -

#£3 IHEFEBILEZIGT  ERR 1000 X

Bl A AR ¢=0.01 c=0.05 c=0.10
[ b e 5 {E=6.63 RJ7{E=3.84 £ H5{E=2.71
5.225141 1.984221 0.044184
13.4764 32.74068 20.45294
16.04297 2266155 1452236
FE SRR 224.0927 295.2941 237.9658
0.097834 0.788479 6.33266
0.10452 1.080684 5242104
10.83817 21.51241 25.4033
1.437406 0.020921 0.407336
3.093738 1.421496 0.273764
0.097834 0.328658 0.5561355
GARCH (100 : 900) 0.10452 0.543823 0.179929
0.830571 0.988928 0.011078
0.10452 1.812018 3.81167
0.433741 1.984221 1.079764
1.437406 0 0.925158
4.705965 3.895312 0.044711
0.097834 0 0.556155
GARCH (100 ; 750) 1.015633 0.788479 0.282001
0.433741 0.020921 0.011078
0.433741 2.746894 5242104
3.093738 1.284279 0.877039
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F*3 FEHEEREZNT  REER 1000 X ()

FE b E A c=0.01 c=0.05 c=0.10
WrsE Ak 7 1E=6.63 +731E=3.84 £ 5{E=2.71
3.076553 2.253412 2.620405
4.705965 8.739272 1.66062
0.10452 0.543823 0.282001
GARCH (100 : 500) 1.015633 0.083168 3.062029
3.093738 0.020921 0.011078
1.015633 3.293744 7.535791
1.886232 0.730788 1.302919°
2.189248 0 0.728685
1.015633 0.185988 0.175713
0.830571 0.193176 0.556155
GARCH (250 ; 900) 1.886232 0.020921 2.09336
0.830571 1.984221 0.011144
0.097834 0.543823 1.390881
1.015633 1.284279 0.533537
1.437406 0 0.925158
3.093738 0.193176 0
0 0.34571 0.728685
GARCH (250 : 750) 1.015633 0.083168 3.423832
0.433741 0.510482 0.011078
0 1.421496 227512
0.433741 2.826032 0.533537
1.437406 2.253412 1.95528
4.705965 5.268359 0.728685
0 0.021187 0.044711
GARCH (250 ; 500) 1.015633 2.387668 12.40735
0.433741 0.988928 0.100903
0 2.253412 4261511
0.10452 2.387668 0.877039
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PR

3 FHEMSEELRIHE - WERR 1000 X (#])

bz (B ¢=0.01 ¢=0.05 ¢=0.10
WHEES £ 1{E=6.63 F751E=3.84 R73fE=2.71
5.225141 0.730788 0.179929
1.015633 1.080684 0.533537
0.37976 0.788479 0.728685
GARCH (500 ; 900) 1.015633 0.083168 3.062029
1.437406 1.616237 0.011144
0.097834 0.543823 2.991405
0.10452 1.284279 0.694908
3.076553 0.083168 0.407336
1.015633 2.253412 0
0.097834 1.080684 0.556155
GARCH (500 ; 750) 1.886232 0.083168 5.518335
0.37976 1.616237 0.044184
0.097834 2.253412 2.991405
0.10452 1.984221 0.877039
3.076553 1.421496 3.388398
3.093738 5.268359 0.925158
0.37976 0.34571 0.179929
GARCH (500 ; 500) 0.433741 1.284279 11.73639
1.015633 1.616237 0
0.10452 3.293744 5.773477
0 1.616237 1.079764

£} : GARCH(A : B) EZ%E*=?2

# 4 BRI ik e SRS BIRE 100 ~ 500 LUK 1000 3R
ERERNT » BEARREZMETET - HEMARREZREBTRERE
TFAINE RS R EREREUREEANET » B TE LERREEN
T BRI R - LA R A KRS (LI 50 AR B SO R AR A A5 T
S EAHERENE - FRENFE(SHBAKYE 99% ~ 95% AR 90% T » IRFMEIERED
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SEERE SRR (SR R EHERE M > e

TR~ TERIIE BRI VSR GARCH (1, 1) BEUEIEE N RN A3 - o
CLIF G U R R e B -

EREENR - FERFEMRRABIIRE L BB BT R
EHATEN 7 HIMRERENTE - ME2REAMNEY, - IHEREaEY
RIECREITHIER B - 1 - e B IR B T B A B
WER SRR S BB AR ST HERE TS
GARCH 5k 2RBAETAEAER - B3R 4 M0EHSEEET - GARCH f515)
REBURHREATTRAVEMAS S » £HLL 250 RfE5T GARCH HEEZREE 900
RELERE T - AN S -

K4 FFEHEELRHTRR

BEELNEE 100 500 1000
BERERE
C=0.011C=0.05; C=0.1 |C=0.01[C=0.05| C=0.1 | C=0.01 |C=0.05| C=0.1
HeerRsk
ik e 11 35 38 5 10 13 6 6 7
SMA (100 ; 900) pa |15 17 |oa |1 5 pa oa |3
SMA (250 ; 900) 1 15 17 1 1 5 pa oa |1
SMA (500 :900) 1 19 19 1 3 4 0a 1 3
SMA (100 ; 750) 3 20 2 |2 3 7 1 1 4
SMA (230 : 750) 3 21 24 1 5 6 pa oa |1
SMA (300 ; 750) 2 24 23 1 5 6 K] 02 |1
SMA (100 : 500) 4 25 27 |4 7 8 2 5 4
SMA (250 : 500) 4 24 27 4 6 7 1 4 4
SMA {500 : 500) 3 25 27 13 8 6 3 3 |3
2=0.94,EWMA (100:900) |02 |10 12 |4 2 4 3 1 2
A=0.94;EWMA (250:900) |ga |1 12 |4 2 3 4 2 2
A=094EWMA (500:900) [pa |12 13 5 2 4 4 2 2
A=0.94:EWMA (100:750) |opa |9 12 1 1 4 1 pa |1
L=0.94EWMA (250:750) |1 10 12 1 1 4 I 1 1
A=094EWMA (500 750) |1 10 13 1 1 4 1 1 [
A=0.94EWMA (100 :500) |1 13 13 i 4 7 na pa |3
A=094,EWMA (250 500) |1 13 12 1 4 7 pa o2 2
A=0.94EWMA (500 500) |1 14 14 1 3 7 oa 0a |2
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F4 IEEMHRELLRRERR

HEBERE 100 500 1000
R RS
©=0.01}C=0.05| C=0.1 [C=0.01|C=0,05| C=0.1 | C=0.01 |C=0.05| C=0.]
Wk
A=0.97;EWMA (100 900) |1 11 17 ] 1 6 1 pa 12
A=0.97:EWMA (250 :900) {1 11 14 4 2 7 4 2 3
A=0.97.EWMA (500:900) |1 1 13 4 2 6 4 2 3
A=0.97:EWMA (100 : 750) |1 13 I5 1 1 6 pAa pa |2
A=097EWMA (250 :750) |1 1t 14 1 oa |§ pa 0a |1
A=097;EWMA (500:750) |1 9 14 1 E I pa oa |2
A=097;EWMA (100;500) |1 17 18 2 4 7 oa 2 3
1=0.97;EWMA (250 500) |1 18 17 2 4 7 pa 1 3
A=097;EWMA (500 : 500) |1 16 17 2 4 8 oa 1 3
A=099;EWMA (100 : 900) |1 13 16 |02 |1 5 pa pa |3
A=099;EWMA (250 :900) |7 18 28 6k |8 10 5 6 6
A=099;EWMA (500:900) | 11% |21 35 9% |9 10 6% 7% | 7%
A=0.99;EWMA (100:750) (02 |26 24 ea 10 1 1 6 6
A=09%EWMA (250 750) |3 16 22 1 2 5 0 02 |3
A=0.9%EWMA (5007507 |3 17 22 1 1 7 oa oa |2
A=099:EWMA (100:500) |03 |28 32 loa |8 8 2 5 5
A=0.99;EWMA (250 500) |2 22 21 1 4 7 04 2 4
A=0.99;EWMA (500 ; 500) |2 21 19 |2 6 8 pa 1 4
GARCH (100 : 900) 0a (ea |1l 0a |1 2 pa oa |1
GARCH (100 : 750) pa |7 1 ga |1 12 pa 1 1
GARCH (100 ; 500) pa |14 16 1 3 6 pa 1 2
GARCH (250 ; 900) ga |7 oa (o2 |o2 |3 0a pe |pa
GARCH (250 750) 0a {8 02 [oa |1 4 o pa |1
GARCH (250 : 500) 1 17 17 0a |4 7 na 1 2
GARCH (50G : 9003 ga |10 12 1 pa |4 pa 02 |2
GARCH {500 ; 750) pa |12 14 1 1 4 ga 02 |2
GARCH (500 : 500) ga |15 19 1 4 7 02 ] 3

= : SMA(A : B) ~ EWMA(A :

B) LIR GARCH(A | B) E#[EF 2 * FoniEhiiE i ek i E

ET > ANEEHEIEEE Y S B 7 - a FRERTEERREEAEEET R

BRI -
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SEIERE UERA RS T B e e T

RS EFEEERHERR : HTEMD 1000 X

B T AR
C=0.01 C=0.05 C=0.10
WA
FEE Bk 4 2 2
SMA (100 : 900) 0 1 2%
SMA (250 : 900) 0 1 1
SMA (500 : 900) 0 1 2K
SMA (100 750) 0 1 3%
SMA (250 750) 0 1 2%
SMA (500 ; 750) 1 2% 3%
SMA (100 : 500) 0 2% 2%
SMA (250 500) 0 2% 2%
SMA (500 ; 500) 0 2% 3%
A=0.94; EWMA (100 : 900) 0 0 1
2.=0.94; EWMA (250 ; 900) 0 0 1
1.=0.94, EWMA (500 ; 900) 0 0 i
A=0.94; EWMA (100 750) 0 0 1
A=0.94; EWMA (250 750) 0 0 1
A=0.94; EWMA (500 : 750) 0 0 I
2.=0.94; EWMA (100 ; 500) 0 0 2%
A=0.94; EWMA (250 ; 500) 0 0 2%
A=0.94; EWMA {500 : 500) 0 0 7%
A=0.97; EWMA (100 : 900) 1 0 0
A=0.97; EWMA (250 : 900) 0 0 2%
A=0.97, EWMA (500 : 900) 0 0 1
A=0.97, EWMA {100 : 750) 0 1 1
A=0.97, EWMA (250 : 750) 0 0 2%
A=0.97; EWMA (500 : 750) 0 0 5%
A=0.97; EWMA (100 ; 500) 0 0 i
1=0.97; EWMA (250 ; 500) 0 0 1
2=0.97, EWMA (500 : 500) 0 0 1
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&5 {EEESERTHR  RTEER 1000 X (#)

R AR e
C=0.01 C=0.05 C=0.10
WIS
1=0.99; EWMA (100 : 900) 0 1 1
A=0.99; EWMA (250 ; 900) 0 0 1
4=0.99; EWMA (500 : 900) 0 2% i
1=0.99; EWMA (100 : 750) 0 1 3%
A=0.99; EWMA (250 : 750) 0 0 2%
A=0.9%; EWMA {500 : 750) 0 1 2%
A=0.99; EWMA (100 ; 500 0 0 2%
2.=0.99; EWMA (250 ; 500) 0 1 2%
2=0.99; EWMA (500 : 500) 0 1 2%
GARCH (100 : 900) 1 0 1
GARCH (100 ; 750) 0 1
GARCH (100 : 500) 0 1 1
GARCH (250 ;900 ) 0 0 1
GARCH (250 ; 750) ¢ 0 i
GARCH (250 ; 500) 0 1 1
GARCH (500 ; 900) i 0 1
GARCH (500 ;750) 7 0 1
GARCH (500 : 500) 0 1 1

= : SMA(A ; B) ~ EWMA(A ; B) BU& GARCH(A : B) ZZFI% 2 - ¥ RREREE
RABEIAKEEE T » ARNESHERRER T KRB Ik -

5% 5 55 Kupiec (1995)49{6E-EELLRIGTELL 1000 RE—BRIGER - £
S{SHOKERBRT  MEBHTIEE: - IEEOIEBEIFISE . GARCH J)
S L R SR IR A SIS - RSB AT BRI GARCH
B {EE T -
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SRS B R BN 2 P9
th~& @&

AR FEERHAE DARE SR A5 T S R BB + {5 GARCH EEIIE S ey
P e R T A B 1T B M DB 5 M AHEUEERETREEE
RERERIEIR - BISREARIS 1971 £ 1 A S BE 2000 ££ 12 H 30 [ » BEAREER
8608 H « Z3CEEEI GARCH ERIAE IE R BRI LU B R T AR
ERTYERENE - 485 BERER Kupiec (1995) G B R IR L R A A L
RENANSCRY J7 B R SRR SR AR, Hull B2 White (1998) BFESE -
EH A SR B R e RS BB e B B fes gk EREE ST
R LR AR T R FER W DURTHE s i Rk fh B L R R et e
& .

8% Rk

E4E 1995 TR E R B SR THIRNE - R E TR
T BETERREET > 748 1 8]+ 125-160 -

FHEE 2000 © FG R NS E A - LU S HiE E ] - B SREFEA
SR E IR - '

PRIERE - BUREEE - B9KEZ - 1999 RS TSR E S B T R
5% EEHER 448 165-192 -

PRRE » 2000 > EUBR{E.S #7 B BIERE — DI BB A THEIE RS 2] EARvR=—
AR S B AT Se T -
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