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AMZHZE (Back-testing)2 E5t (IHE-GARCH 23 9|
Ik Al 24

FMY . FR2M . T EES
TS HOIATISI D S A, 25 HOIAIN ST SH SR SAYTIStD S st

flo

of
FA £olE, B8 37 2L F§ A5G olslst=t golM A2y A F8AVE B U FosR olhe
HEE A5 (volatility) o] tF. BEA (AR o} -2 Engle (1982)8] ARCH 237} Bollerslev
(1986)2] GARCH 2%-& Al&tog e AF7) o2 53] 3% AAE BAA = AlAE AR E 7
HEAE ¥7) Y3} sk= MGARCH (multivariate GARCH) 23 o] @] o857 9t 433 MGARCH &
HES I AARA A" Y WFAE 79 Azl nE 510 @AE dddFe o $8F By ohis &4
H (A1) ABATEL hedge ratio A4t = VaR AM 53} Zo] 415 thet EAols o]4=3 gok 2
=EdAE 2 1470 HA F7RtE 0] thek MCARCH #4128 483t 1 d3H A3 7% (back-testing) S E3)
MGARCH E3E¢ 37180 slov A dS =42 47 98 S-PLUS 223988 $23190.

FRE0!: UHE GARCH 2¥, Value at Risk, AIEHE, U FIHAIE.

1. M2

F4 FAE, o2kg, &8 5 22 FF AEE B4 doA 7 2 WA nlE e
A (volatility) o]tt. WMEAF2 zpg59] H4at L TEAAR odlE 4 glon, 53] AA DN La}
£ H54L 237 o] 24 (conditional heteroskedasticity) S o m|git}. AR o] EAibA o) th3t B
-2 Engle (1982)9] ARCH &3} Bollerslev (1986)2] GARCH 23& A2 g 412 37} o]
FolFew, oA/ E WEAHY A EAES BHse AYel ALHT ok =% FF AA
d
7

b}

& =]
tEE U] AR A#AE ZEthe 549 7128 o8 AlAY s HEAS &
2 33sh= MGARCH(multivariate GARCH) E&o o3l o3 =3 A=z k. gdg) 2o
MGARCH 2822+ RiskMetrics (1996)0l14] AF&3H= EWMA 232 H]£3t9 Bollerslev
(1998)¢] DVEC =3, Engle$} Knoner (1995)¢] BEKK 23, Bollerslev (1990)¢] CCC 2§ 5]
ot #43" MGARCH B EL 11 AAZA ol 7] MBAE 7k Akl 2 53 A 4
£ o 788 2 ozt myel] o A 2AR ARAAFEL hedge ratio A4 Ei= VaR A
S 2ol FEAR i EAE AT 9ot
2 =EoAE MGARCH E¥3} VaRol] tis] Lol AA F§ AAE A5 ZYPEL 24
< B3 AT WEH F2 4

30, ofd

stz stk =3 VaR BA43 AFE AE 7S (back-testing)

ZAAAR}: (140-742) MEA) ST EF9E 52, $HAAU ST T4 37, A
E-mail: snrndi82@sm.ac.kr
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Ho
rx

H(risk)E &350 golA MGARCH 23S ulag7ps] Buz sick. 2u AAQe 3 o
W2 (univariate)-VaR £40] sl x93 vbdo} (2005)8 FnE 4 Q. 2 $43 5
(2008)2 XA&4E B3l 2 FAA5) thek MGARCH £4& $3% 0} gir}

2. C}HE¥-GARCH 2%

E Fd M= MGARCH 2o gl 718 713 & &of, #
Faste FeEdlgen A YL 43 5 (2008)2
HE ry = (r1e, 72t ..., TRe) O S TR} e 2 E S

1>

2 Bauwens 5 (2006)3} Tsay (2005)3
138}7) updth kA $£AER 0RO
25}

koo

ry = pt +ag
A HA pes t- 1NN BRI FoIRE we) 2% FFAeeln, XY act thest 2tk
1
a; = th €,

oJ71M Hik k x k 943 ALolo], AL o0l thakel Tt 2] AT (I & x k BADY
olt}).
E(e:) =0, Var(e;) =1

A 233 7HIPEERE Het 9 ¢t — INE7R Y FHIL FARE EH94 228 Bak-g2At 3
o] fc}. gytHoz AR FFWE u, = VARMA(Vector ARMA) 23 & o] &3le] AgA|7|H, T}
W W54 (multivariate volatilities)o] o3t BAjo)g} 3he vlg ZAE BAL-FEA g8 H,o o
EYE At sk AL Auigth Heo tist 282 37 3714 £72 o2 4+ o
(Bauwens 5, 2006); (i) univariate GARCH 23 9] ©=3l 83 ¥dl; (ii) univariate GARCH &
BEY AP Z Y (linear combination) FE); (iii) univariate GARCH 23 52| ®]4¥ A% (nonlinear
combination) ¥E]. B =FME T A Ho] »ol= (i)9 43 F EWMA B3, DVEC 28
BEKK 2¥3} (iii)e] 3 FoA CCC 20| thdle 745k3] A H i} 3o}

&

2.1. EWMA (Exponentially weighted moving average) 23

RiskMetrics (1996)+= FEAIAGRE ) tidt 93 (risk) &4 Al 2R3 B4k} FEAES AMdee
o ey 2L B Astal A4k Yok

=(1-MNas1al_ | +AH;—1, 0<A<1

el s HH, 474 AR HZ ARE 7F A A4S AWshs d YoM H B2 7F
g F2 AL ¢+ 9t A= Z49R(decay factor) o] AFHE] e, 0 th3 BEE 714A], A9
Te FRE 9}\:}.

2.2. DVEC(Diagonal VEC) &

Bollerslev 5 (1988)¢] k3t R oz GARCH 23< thiz Jelz w3] 234170 Fejot}.
B4 £8 Eol7] A8 AS-YEEL A PPER *‘x-ﬂq DVEC(1,1) 232 a3 2

=C+A0® (at—latT—l) +BOH; 1,
Q714 o+ thut=F(Hadamard products)& UEln], A, B,C3EL 2% oy Fdo|c}.
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2.3. BEKK 2%

Htl_ E)C}-Z"'t_i‘)\‘_
=3 2718 ¥
28 Al 23
o}
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34 DVEC 23 M+= Ay
g 73l Aok 2 A5 223t} Engle?} Kroner (1995)2
o=

Q
g A o]
Uol= He7t B4 4734 23S Atk the2 BEKK(1,1) 23]

B H, B,
t}d ojH A,Bel tisiAE H, & 34

rﬂ*‘

4714 C& A gLeln, CTC7t ¥R X ehe 20| W&
FPA7L At

2.4. CCC(Constant conditional correlation) 2%

Bollerslev (1990} CCC R oA 2AR ARAGTE 442 IAANALEZN, B4 £5 Fo|I B
HE AR O WA A

0

H. =DRD; = (pij vV hiithjjt) )
3714 D, = diag(hll?,...,hHD)E AR hy (04 50189 AR 2AR BAL
ousict 3 R = (p;)= 2484t 1’ o)x vtjdd4 & constant conditional correlation 2

o501 ARAS A Yol ),

3. VaR(Value at Risk)

b 2708 MGARCH 232 F§A13) tidt 244 de] AH I glon, 53 A A3 o
b o &S 98] VaRE A4 MGARCH B3-S #8351 vk (4] (3.1) #Haz). £ HojA<e] VaRe}
AEAS A3 NEAF D 524L Christoffersen® Pellitier (2004), 443 #F3o} (2005)F T
oto] A= 3HATH

L) n°

3.1. de

VaR+¥ ‘ol Fo}R AF)F(confidence level) @ FEEZE AAZ & wj, 5F E-5F7]ZH holding
period) F¢o] AAFA ¢l A& (normal market) 24 3lojlA WA = = LAY (maximum
loss)) 22 AHLt AV(L)E ANH t71X9] AH7F FARE o, L7752t BFA] 8319 714
As}erole} B A4 (1 p) x 100%0148] VaR T1o 3} 2o] & 4 It

p=Pr(AV(L) < VaR) = F(VaR),
q7|M F()= AV(L)9] FAEEFS(CDF)oln VaRe A% 72013 FEREIAMY p x 100% HE
ol
2. VaRe| =8

ome A vESH H 22A o) Atk o) Felds AFEEE
of disl s 4wg etk FEALS FAleleky AT W, H#7)
: £ 99%E A Zol LubAolth. ol AT el Al
FAozAe] VaRE FHTH, “VaR = HZFXFA x VaR($98)"s 2ol A Aol
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th. 714 VaR(FAE)E FIE (%) 01§83t A4tet 59 thay
T |Fy ~ N(F(1),6:.2(1)) 9} 28 ZAR(F: tAA7HA 2] A1) %E% 7tRs &, AT 5 Aot
ol W, 7,(1)& A& 1A} ZAR A &X| 0|, 4, (1)% FA L] B4 s 1Ax 2AR A&
21 ojt}. o]& o838, 5% WEATE 7(1) — 1.656: (1) o], 1% WEASFE (1) — 2.3346:(1) o)t}

FAMto] k7)o FAloR o]Ro)F TEZE QA HE, (t+ 1)AANANY] REEZRR £IE2 T+
74 HE wg o]83] w19 2ol Ykl ¢ 204, oo T3t AFAFZE (1 —p) x 100%14 <] o}
W& VaR2 ohg 4] (3.1)8} Zo) A4rdr).

thF-VaR = w'fi(1) - 2/ wTHL (1)w, (31)

71N z,= BEEATFEEY (1 - p) x 100% HE<o)ul, H,(1)& 98 el Tigt 13} AR
B4 EA PPolrt. £ =8oAE Hy(1)9) 2+ 32 MGARCH ¥ o2 HEl 6 &35t VaRE
AAvsta .

3.3. Al=#E(Back-testing)

VaR 239 384¢ A58 H82 A5 83 (back-testing) o2 £21, Kupiec (1995)2 o] T
gk Al 712 EE AEETE (1) 22 P ) Y (time until first failure) (ii) 4 3}& (failure
proportion) (iii) SAFE A& o)A WY (historical simulation). HZR2 A0 &3 VaRE 23
ke £do] AR ARoA H22 BPsE S usy Asg PPL =8 VaRE 293 &
Ao] AA AgolA TR v o&3h= Wgelth. GALE Al EH oMol 93 w2 uide A
A ZEZYQ $AEL A& JaraYgoz T3, AHTEIE HaA A 1% T 5% &
e SANE st Al A5 v sk Whgolt). 7HEEHA VaRe BEA LS ASse HJ‘ﬂ—fi—
AN LS 0] 88 PO RA AFVT Foll AA S8R —'F—‘l}% | 2y 3 A&d VaRE 2

Sk W&l ASNE (failure rate) & S35 Zojth. AHg AL 98 o2 2L AAAFE 1
3t

xt:I{thrt<\7a\Rt},

A7NA wie iﬁ%ﬂi"ﬂ/\‘] Zr FAZEE] BEAVER] HEHE ou|gity w, o AE-E A B4
X]'—*] Foo 93 A== A9t gon g 2o AHEAdAE 5948 HEAE o433y
VaR: = R8o] s 239 VaR Fo2H 4 (3.1)F Zo] A AT 2(1)Y FEFAM RE
)29 AA £4o] dj&H VaRET W 7, = 10]T &8 VaRED} oW g, = 00] "t} we}
Az o] pol H2%o] B2 E up2 FEWpot 9374 (1 -p)9 e VaR Al4rAY] 23
FEOE ATt TY 5 J&2" VaRE 2331o] A3 £ A93 4 Xre o238 2.

T
XT= E Tt.
t=1

VaR F3o A8 2ol AZSE {z,,t =1,2,...,T} FEL A2 EFFoln, Wabd Xr+& 7]
tigtel T x poln B4R T xpx (1 - p)Q °l?f—‘?'-i§ mzA "ot =3 AFHFEE 9%=E 23
g ¢ VaR 2¥o] BEsictd diso] PA] o) 3, 2/T = 0012 o4& 5 ok AL 2
3 0.01& 2FFtHd VaR 23 o] 9 S AA A3HTt A o &dozn Fgate o] AL
Aoem, 0.015c}) 2od VaR 2yo) HyeFoz AR iy & 4 9Jvd. Christoffersen3} Pelletier
(2004)2 Alxrd A&l th3td unconditional coveragest P4 AL Y3 FEWHA L $3
83ltt. unconditional coverage AA-L 2,7} ME @ Holgke 713 ) (FAL AF) FoIA p(=
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0.01 &= 005) & 7 a2k B E AeAE AR AR 2H, AFEE 717
T AT ol gad Aol AREE B o] o)A coverage level S AT|E WER) 2ty YL
= 9uditt. &, 2¥o] 93-S A T 3H4FAET 9= Aotk A AAL unconditional
coverage AL A3 71H A 2.9 EHA FALS 98 ARt AAS WE-L Christoffersens}
Pelletier (2004)€ Z13)7) vty Z8A AA-L unconditional coverage ZAL] 7HAd] tldk AHA
HRo2ZHN o3E & Qon =3 HA @3’4' Tk x 7t ERAH )R b Y@ HAH IR QS
£Ao] o] EA7|7ke)] ¢lojoj X A3t o & OIOV] PeZ ov)stA €t wekA o]
HE A AZTES B84 thHEkVaR Ufﬂ‘ﬂ -‘-’4%‘% ge] FrteheAY ARE golaA BdE
on, =3 thigkVaR A 4tol] AL E R85 HAHL A7 4 o).

rw
B
}‘

L
JN

4. Ul FAKIZE AlIRA

= 14709 71 ?—7}«1 Fdg2 A5 £4& A3 UA A (factor analysis)& B3 A&
o] A9E F489h 239 AXEo] MGARCH 3L HEA7 &, VaRE Alleln AEHES
Tyt Aol S-Plus?] FinMetrics@t SAS/ETSE ARg3tglon AA#E S-Plus =272
ofefjol] A AT

4.1. A2

BAo AASE AuE T 14709 o7l FARA 20049 19 ULRE FAFEA7) Y 94
2008 89 2027458 § LTS EAAARAR(E)oIck 149 A19L 2 J1ge] S g
o oI5l £, A4, 1T 3709) APT o2 oleh. 14708 719L Ttha st 2k,

<% (Banks) : S22 (KB), A18AF(SH), $338(WR), 71928 (IBK), 2|#-23(KEB)
- 4 (E & C) : A4 (HDEC), thE 4] (Daelim), GSAA (GSEC), -+ 4 (DWEC)
- IT : A4 A A (Samsung), LGAZHLG), d}o] Y2 (HYNIX), LSAHA(LS), AR A ZE (NCSOFT).

4.2. X2 (Factor model)2| Xgt

AHAELE QA 1471 FAE2RE EAF AR Y (statistical factor model) S ©]§-5}o] & 37}
o AAEE FARATE o)E A3 14 71U £AEES WA F D2 A9 ARMA 2Ho] F
AR F, 2 BAEE o] 85t AARAL AT & 418 varimax AL ©
S Aot ?JX]'Z—VH‘Z“ g2 AHEd QA2 2RFAAFEY $AES, ¢
A2e AARAFEY £AEE, A3 ITHAAFTEY $IEL Vehdtn 8 5 )

-0,

)

2

:’N:
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4.3. MGARCH 23_9| =gt

Eoll

£ 4.2% 747 QA& i3] EWMA, DVEC(l,l), BEKK(1,1), CCC(1,1) ZEEEL AN
Folrth. peoll thafAe BT Ao glis VARMA(L,0) 230 A= glon, Ax 2y

e o 2EWE AR Ax 249 °1XPE°11 zAzre] RPEL HEA7)= 2ol FE7t gles &
T A3k (VARMA(L, 0) 23] 337 thig 2EWE #A0 g 23482 Aedi)
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H 4.1, AXFXNAB Y FEIHL AL

Rotated Factor Pattern Standardized Scoring Coeflients

Factorl Factor2 Factor3 Banks E & C IT
KB 0.70615 0.23788 0.29198 0.33950 —0.04951 —0.06587
SH 0.67110 0.21373 0.31442 0.25763 —0.05112 —0.00588
WR 0.67362 0.24601 0.21766 0.27624 —0.01406 —0.10478
IBK 0.66468 0.23648 0.26609 0.25281 —0.03150 —0.03950
KEB 0.57102 0.22571 0.21906 0.15385 —0.00310 —0.02992
HDEC 0.15524 0.67548 0.12135 0.09237 0.39425 —0.06422
Daelim 0.19873 0.57685 0.23203 0.05988 0.22192 0.02639
GSEC 0.21307 0.63241 0.15968 0.04930 0.28737 —0.04500
DWEC 0.21522 0.59649 0.11940 0.02393 0.23153 —0.04702
Samsung 0.37207 0.15326 0.64923 0.08847 —0.12469 0.57851
LG 0.20533 0.19186 0.55940 0.08751 0.00196 0.26398
HYNIX 0.20774 0.12385 0.52926 0.04485 —0.02448 0.20292
LS 0.17415 0.39170 0.31725 0.04760 0.09707 0.08514
NCSOFT 0.17982 0.22184 0.32628 0.02405 0.03168 0.09054

X 4.2. MGARCH 2@ =g 22}

23 Agd 5y
EWMA X = 0.9686
[ 0.0375 T 0.0815
¢ = | 0.0011 0.0298 A = | 0.0430 0.0995
DVEG(L1) | 0.0024 0.0008 0.0047 | 0.0252 0.0333 0.0368
0.8654 ]
B = | 0.9276 0.8577
| 0.9532 0.9354 0.9547 |
[0.1658 0.0908 —0.0794 0.2484 0.0211 0.0038
¢ = 0.2076 —0.0303 A= 00804 0323600517
BEKK(1,1) I 0.0013 —0.0605 —0.0640 0.1851
[ 0.9418 —0.0213  0.0055
B = | -0.0416 0.8981 —0.0266
0.0371 0.0563 0.9783
hi1,; = 0.0334 + 0.0895a% ,_, + 0.8643h11 ;1
hag,t = 0.0336 + 0.1066a3 ,_; + 0.8440h22 41
coC(1,1) h3s,t = 0.0049 + 0.0412a% , _; + 0.9500hs3,+—1
1 0.1079 0.2265
R=|01079 1 01141
0.2265 0.1141 1

4.4. VaR A4} AMEZHS

oA AN 4FE 72 MGARCH R3E} olo i3l vla 282 2 rolling window 7] HE AM&-3}
o] VaR A4t ALE A SS 3t A} §it}. rolling window 7182 ¢ A @2 (t=R+1,R+2,...,R+T)
VaR A 4Hg 918 E4-3 84 2 A - RAIZRE t-1A 2 7R 9] AR EE 0] &3] 7%1 *Hﬂ i
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A F =2 95% AF 2 9%
A& ucC IND RETS ucC IND
Rolling window 0.0823(20) 4.5061* 0.0821 0.0370(9) 10.6091** 0.6955
EWMA 0.0782(19) 3.4955 0.1874 0.0206(5) 2.1030 0.2110
DVEC 0.0864(21) 5.6258* 0.7902 0.0247(6) 3.7597 0.3051
BEKK 0.0700(17) 1.8227 0.5378 0.0041(1) 1.0927 0.0083
cee 0.0700(17) 1.8227 2.5713 0.0082(2) 0.0818 0.0333

BT EAS Y

AHgEHE oItk RE AEAEA AsiAE 2 W) 71H(in-sample period)?]
ERD 21

NN

| 28 9 717 out-of-sample period)g] Z7)o|th. E{77He 1Y, AHFES 95%}
99%0°lH, ZEZEE FYIN 7SS 2 A Y Adroz TAFE STk ZHst] +gEl
3k VaR(% stach WY dulolE Ho £AE VaR(%) #$ES uigez AA 717 FolA
20049 19 14¢5E 20079 8¢¥ 3197HA9) 904719 BEXEF TR V) 7|7ke g, 20073 9€¥ 3¢
FE 2008 8¢ 2994719 2437) BEXE TR & 7|te R GAs AAFASE AABIITE &
432 A5 AS Aoty AFEA BT ol Y TR AA A g FHH VaR(%)E 25t
+ 3ol UCE unconditional coverage AR 9] AAEA 22, INDE= S3A AA AHFA
FE Ve *= T AREAF ol FYFE 0.059A4, ¥ FFE 0.01904 FATE 9
gttt 2,59 5Y4 2R 23 RE 2YEAN SPA AL dE5TE ¢ 4 It unconditional
coverage 747 AHE A3 R Y rolling window 23L& F95= 95%, 99% EFlA coverage level &
TEA ZEa Adfgo] 0.054} 0.018c} o 2 ¥k, MGARCH BE2 A= 4E 95%4 DVEC
2L A &3lues BF FoJ7 coverage level S W& LS E 4 9irt. 3] BEKK 2&3 CCC
23 o] t}2 MGARCH 23 Ed vl ©) Ao g FL =243ty ¢t o]= rolling window &2
B A VaR A4tellA pi; & @ed] AAE e REARA ST g ARS8k whd, MGARCH 23
A AL pi; B AT met Al Aslslis £4EE 2AR ABASFE AR LR B 4 vk
Z A7l mE W3S vl sks MGARCH E8o] v ZEAAAGTE 0] 85k:= rolling window &
Holl v HEEAA A AFA A5 F 4 2L HAFE Ao

i1
)
> to

3

# MGARCH 2§ &A%

stat.ewma=mgarch(est.factors~ -1+arma(1,0),~ ewmal,trace=F,n.predict=1)
stat.dvec=mgarch(est.factors~ -1+arma(1,0),~ dvec(1,1),trace=F,n.predict=1)
stat.bekk=mgarch(est.factors~ -1+arma(1,0),~ bekk(1,1),trace=F n.predict=1)
stat.ccc=mgarch(est.factors~ -1+arma(1,0},~ ccc(1,1),trace=F,n.predict=1)

# VaR At} A2 2%

ql=-1.65; q2=-2.33; w=rep(1/3,3)

v=function(A,q){

s=c(ASprediction$sigma.pred[1,])
H=diag(s)%*%A8$prediction$R.pred|,,| %*%diag(s)
risk=q*sqrt(t(w)%*%H%*%w)

risk

}
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v.window=function(data,q){

risk=q*sqrt(t(w)%*%var(data) %*%w); risk

}

VaR=function(data,q){

risk.ewma=mgarch(data~ -14+arma(1,0),~ ewmal,trace=F, n.predict=1)
risk.dvec=mgarch(data~ -14+arma(1,0),~ dvec(1,1),trace=F n.predict=1)
risk.bekk=mgarch(data~ -14+arma(1,0),~ bekk(1,1),trace=F n.predict=1)
risk.ccc=mgarch(data~ -14+arma(1,0),~ ccc(1,1),trace=F,n.predict=1)
v.ewma=v(risk.ewma,q); v.dvec=v(risk.dvec,q); v.bekk=v(risk.bekk,q); v.ccc=v(risk.ccc,q)
risk=c(v.ewma,v.dvec,v.bekk,v.ccc); risk '
}

UC=function(x,p){

t=length(x); B=sum(x); A=t-B; LO=((1-p)"A)*p"B; L1=((A/t)"A)*((B/t)"B)
LR=-2*log(L0/L1); LR

}

IND=function(x){

n=length(x)-1 ; n00=0; n01=0; n10=0; n11=0

for(i in 1:n){

if(x[i]==0 && x[i+1]==0) n00=n00+1; else n0O=n00

it(x[ij==0 && x[i+1]==1) n01=n01+1; else n01=n01

if(x[i]==1 && x[i+1]==0) n10=n10+1; else n10=n10

nl1l1=p-n00-n01-n10

}

p1=(n01+4n1l1)/n; LO=((1-pl) " (n00+n10))*(p1~ (n01+nl11));
p01=n01/(n00+n01); p11=n11/(n10+nll);
L1=((1-p01)"n00)*(p01~n01)*((1-p11) "n10)*(p11°nll)

LR=-2%log(L0/L1); LR

}

# 95% VaR

z=rep(0,243*6)

est.risk=matrix(z,243,6); f.ewma=rep(0,243); f.dvec=rep(0,243); f.bekk=rep(0,243);
f.ccc=rep(0,243); f.window=rep(0,243)

for(i in 1:243){

est.risk[i,(1:4)|=VaR(est.factors[(1:903+i),],q1)
est.risk[i,5]=v.window(est.factors[(i:903+i),],q1)

if(mean(est.factors[904+1,]) < est.risk[i,1]) f.ewmali]=1 ; else f.ewmali]=0;
if(mean(est.factors[904+i,]) < est.risk(i,2]) f.dvec[i]=1 ; else f.dvec[ij=0;
if(mean(est.factors[904+i,]) < est.risk[i,3]) f.bekk[i|=1 ; else f.bekk[i]=0;
if(mean(est.factors[904+i,])) < est.risk[i,4]) f.ccc[i]=1 ; else f.ccc[i]=0;
if(mean(est.factors[904+1,]) < est.risk[i,6]) f.window[i]=1; else f.window]i]=0;
}

X95=cbind(f.window,f.ewma, f.dvec, {.bekk, f.ccc)
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p1=0.05; p2=0.01

for(i in 1:5){

cat(sum(X95[,i]),”\t” ,mean(X95[,i]),” \t” , UC(X95[,i],p1),”\t”, 1-pchisq(UC(X95[,i],p1),df=1),
"\t”, IND(X95,i]),” \t”,1-pchisq(IND(X95[,i]),df=1), ”\t” ,qchisq(1-p1,df=1),"\n")

}

s
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Abstract

Current financial crisis triggered by shaky U.S. banking system adds to the emphasis on the importance of the
volatility in controlling and understanding financial time series data. The ARCH and GARCH models have
been useful in analyzing economic time series volatilities. In particular, multivariate GARCH(MGARCH,
for short) provides both volatilities and conditional correlations between several time series and these are in
turn applied to computations of hedge-ratio and VaR. In this short article, we try to assess various MGARCH
models with respect to the back-testing performances in VaR study. To this end, 14 korean stock prices are
analyzed and it is found that MGARCH outperforms rolling window, and BEKK and CCC are relatively
conservative in back-testing performance.

Keywords: Muitivariate GARCH, VaR, back-testing, stock prices data.

2Corresponding author: Doctoral student, Department of Statistics, Sookmyung Women’s University, 52
Hyochangwon-gil, Yongsan-gu, Seoul 140-742, Korea. E-mail: snrndi82@sm.ac.kr



