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Abstract

Traditional value at risk(S-VaR) has a difficulity in predicting the future risk of financial asset prices since
S-VaR is a backward looking measure based on the historical data of the underlying asset prices. In order to
resolve the deficiency of S-VaR, an economic value at risk(E-VaR) using the risk neutral probability distri-
butions is suggested since E-VaR is a forward looking measure based on the option price data. In this study
E-VaR is estimated by assuming the generalized gamma distribution(GGD) as risk neutral density function
which is implied in the option. The estimated E-VaR with GGD was compared with E-VaR estimates under
the Black-Scholes model, two-lognormal mixture distribution, generalized extreme value distribution and
S-VaR estimates under the normal distribution and GARCH(1, 1) model, respectively. The option market
data of the KOSPI 200 index are used in order to compare the performances of the above VaR estimates. The
results of the empirical analysis show that GGD seems to have a tendency to estimate VaR conservatively;
however, GGD is superior to other models in the overall sense.

Keywords: E-VaR, S-VaR, generalized gamma distribution, risk neutral probability distribution, back-

testing.
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Table 3.2. In-sample pricing errors

= A = BS TLM GEV GGD
3 0.6179 0.2153 0.3145 0.3747
2000 186 s
EEHA 1.0834 0.4153 0.6194 0.5956
3 0.0990 0.0315 0.0473 0.0794
2001 186 .
E=HAA 0.1223 0.0419 0.0570 0.1140
37 0.1365 0.0550 0.0727 0.1105
2002 189 .
EEAX 0.1806 0.0859 0.0940 0.1142
3 0.0876 0.0263 0.0246 0.0235
2003 191 s
EEHAA 0.1300 0.0671 0.0448 0.0420
3 0.3315 0.0821 0.0656 0.0600
2004 190 s
E=HAx 0.5161 0.1734 0.1347 0.1262
37 0.2250 0.0484 0.0411 0.0354
2005 188 .
RFAA 0.2893 0.1475 0.0664 0.0624
3 0.7356 0.1308 0.1459 0.1352
2006 190 s X
E=HA 0.9696 0.2250 0.2580 0.2508
3 4.5326 0.6612 1.5815 0.6949
2007 186 .
EE=HA 8.2502 2.5583 4.5017 2.7879
| 0.8393 0.1553 0.2832 0.1878
A 1507 _° _ﬁ
REAA 3.2643 0.9380 1.6684 1.0295
SEEH B4 =7 L BS RFAX(MEAS)7F TLMe 228X (M5As) B €4 22 A&
< 4 Qrh BEAA(ATAS)7 ATk AL 2wk 249 24 dis) AT £ vk Aojmw
TLMOﬂ/\i FAE B s A s B2 Helgta & 4 ok $H4, FYsHA 3y B4E Ze
GEVS} GGDE HTsi|, ¥ 28 B% WEA57} 24 BolAw GEVS WsA47} gz

o Au gAY ¢ 5 Uk

The Table 32 S48 A37HAT 2749 A4 LAAFH) B BEANE Audz 2o
% Ahgolth. Table 3.29) WEE AAHE A7 R0 A7 71ke] e 2 AAFH) B TLMo]
0155302 49 28 F g A g & 5 Ok WLL AR ARG A5 Uees
437 Yehts A%e] Qv 5719 B8 2 TLMo| 1~3709) B48 2 o2 RgSd 1)
9 ol AYAE 5 AL o1 Aol A4 sFHc. T Aol 1719 B4E e B B
FATI AE A5 AL FAY 4 glonl, FY 3709 B4E 2 GEVE GOD FoAE A
AZE AEo2 GODY AFAH} 6% 958 2e L 5 Ak
HAZZIA TLM Theo® 948 23478 1ol GODE AAVIZe14) L AAF B oheh
al

e

i
5 s

A= LAAF NS TLM EALA 18 A5 Holx gtk 53] 2003d~20053] 7-f-oll=
GGDoﬂAu LAAFIY T BE2AxF TLMOA RS B 24 Yeh=d], TLME 3L 24
THAE B 943 AAE W AL GGD7F A7 o avkg 284 0g & ARE 7] dE

oz YUY 5 gk

3.2.2. VaRFE YU AFASHY 2 Ao spgxabd 49 Fdd A58 o438 uA)
BYPEY Ted] 7| 2Apake] AALE AAE A5 o83 AAERYE ﬂ%aﬂ 99% A 95%71A] 2]
A 52 slol A BG717E 109 Fe] VaRol that ol S-S AAsen, 1 Axk= Table 3.39)
Aotk WARE S $3 AFSHIERZZE HollA AF3 BS, TLM, GEV, GGDE A%
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Table 3.3. Backtesting performance of VaR

=4 w5 E
¥ % 2 (%) 1% 2% 3% 4% 5%
BS 2.4691 2.4691 3.7037 3.7037 7.4074
TLM 1.2346 2.4691 3.7037 3.7037 3.7037
GEV 1.2346 1.2346 3.7037 3.7037 6.1728
GGD 0.0000 1.2346 1.2346 3.7037 3.7037
S 2.4691 2.4691 2.4691 2.4691 2.4691
GJR 1.2346 2.4691 2.4691 3.7037 3.7037
37 frol5e
ZoEAE 1% 2% 3% 4% 5%
BS 0.0023 0.0131 0.0145 0.0197 0.0133
TLM 0.0018 0.0073 0.0117 0.0174 0.0219
GEV 0.0098 0.0193 0.0123 0.0181 0.0153
GGD 0.0000 0.0062 0.0149 0.0105 0.0166
S 0.0084 0.0161 0.0219 0.0254 0.0270
GJR 0.0038 0.0184 0.0281 0.0252 0.0310
# fAoTE
294 E 1% 2% 3% 4% 5%
BS 0.0045 0.0144 0.0206 0.0252 0.0293
TLM 0.0018 0.0135 0.0207 0.0262 0.0307
GEV 0.0098 0.0193 0.0255 0.0302 0.0340
GGD 0.0000 0.0062 0.0149 0.0213 0.0265
S 0.0111 0.0181 0.0223 0.0263 0.0292
GJR 0.0038 0.0217 0.0311 0.0380 0.0428
S, AAERPoREE BFEEE /M8 A9(S)% ol MEATHE B8 vdAHR 53
BT EZ vlgdd 4 9= Glosten 5 (1993)0] 9J3 GJR GARCH(1,1)2dE AHg3tgct A8 L
2 SEFY AL AwxE 7HEste] 24 A 1Y VaRel f% 9] 04 Abstglen, GIR-
VaRe| F-¢l& GJR GARCH(L,1) olgste] mj AL nitt BEH FojEol HES THA]

NP

F Ad (gaussian kernel)& A-§5te] BEE A&l FolX A4 ?FMW VaRE Al4tstirt.

Table 3.30] UER e 23 MIE& (B9 %)L FojA A +F oA HH VaRE 233h= <&
Aol ugEt v gL Juiditt BFEI £AEL VaRE 23l £4A859 29437 s,
Hz EAEL VaRE 273 &4E 5 < ojujsich. upAS Qe 99%9 AFSE Sl A
104 5<e] VaRs F48=% ot ol B477t F¢t 249 VaRE 2t £4lo] iy
She AL vlge] 1%7F FS fushet. wheF o] 2ol 1%E dxthd 4% VaR: AA2
WA 5 Qe EAE FaBIFEHA HE Aela, BE 1%E @A dethd £4S Y F B rtet

Zo] =t

AZEAAT 99%2] AF5E ol 4E TLMT GEV, GIRS] 23} WiEgo] 747} 1.2346% 2 5 U3}
A g2z 1%0] 718 28 e Holx glr;} BS¢} So] 23 =& 747} 2.4691% = AF 4
Z 99% 3tollA] VaRE 298 1o 7|diE = £AE WEg Bt 27 1.4691%p & JJr =g
S Holx 9tk GGDE 0% 23 &S —‘i 132 Jxd olE 1% 4% 3tolr+s GGDE %
3 £AHH VaRE 233t S4do] BASHA] 9ok o njditt. GGDE A9 g v A E‘E 2YE]
23 £4EF0] FoR FATE 1%E BF 2 4S5 HA4aH7He 2945 vERd v, GGD+
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EAE AUAA FeB skt & = gk
98% AlZ|4F stoll A BSe TLM, S, GIJRS] 23} BI= &L 77} 2.4691% 2 FoX fo]5% 2%01]
ZHS A3E Holx Ytk GEVS GGDE| 23} M5 &S 1.2346% 2 folsFret 22 23 W
&5 2ol Utk webA foleE 2%clA GEVSF GGD| VaRe Hezos FAENSS &+
gt} VaR7} Hedog fﬂ*ﬂ e A5 APdEe %ﬂ FHlgol At AR o 713 n)8ef &4
W Aok AR foes 2%E 23R 23 WEES Kl BS, TLM, S, GIRF} o] &4
JJrMﬂﬂd VaR& ﬂ%?‘i&ﬂoﬂ 1 T Aolle A 7R Ao B Eulg F5e= Z7V4°
Ealo] WS 9ol itk 97% A 4F sl A BS, TLM, GEV7} 22t 3.7037%2] 23} W
2tk GGDY 23} NE &S 12346%% VaRE 714 Hpgog 2489} S9} GIRY er
EEE 24691%2 e RYE| Hls] BeEH o2 VaRE FARIAT T Fo5F 3%0] 7}
23 A4S BATh 96% AF5ZE SolA BS, TLM, GEV, GGD, GJR9] 23} NEge zkz}
T037% = F5FE 4% 2T AHE el S9] 23 NIE S-S 2.4691% % AiH oz £
e 7P AR & drk 95% AF 4 stolA TLM} GGD, GJRO] 23} Hl=8
7+ 3.7037%°] 2L SA 23 NESS 24601%0th St RE fo52 oA 5UF 23} W
13 SlEd ol FoE 1% stoll A waE 23} WE 9o fro$F 2~6% dtoll A F71= I
23 W=7t XZH?SPZI e ovdch 3, BSO 23} WIEE2 7.4074%°]1L, GEVE] 23}
2 6.1728%°|th. GEVE] 23} WIEgo] fo)F 5%l 71 233t BSeh 37 <49 917
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I NEES 71E0R Yo, e BE RYERT P4 eeeitia 22 £ de d=Ad
32 EAEA itk FolR Rzl met 4 AAE Holy RYEC] e A
TLM3} GJR, GEVY] A7t 943tk & 4 9tk BSE 2%8t 4%olA s $58 Ane B3
1%8k 5% A AUAA £4 APL FAagriste] A ARe Boloka 3] offPe =3
fFolEoln U 23 SAES Ho AP BFDoN AF Sl mel 4ddHA of
=l T3t A S R
GGD9| Ae AnkH o &4 919 A g7lehs E%—% Hyrh. 58] fFoaE 1% sl
HlEgo] 0%2 UwA REPEo] BF 1%E de 27 N=ES B 27 x|t} Table
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Table 3.5 F4H VaRE 273 AFIES D] AR Egojghs ARVl tiat 554 274
A 3}oltt. GGDE ALgt BRE Byo] 1~5% oA AF7HEE 717438 s & = A
t}. GGDY AAZAY = 1%9 A2FHE Veh}gs NaN-2 Not a Number®] ¢Ext2 Aate Aart 5=
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GGDY9] 7% Table 3.39 23 W=§ FHAA BHyRo] 1% FoAFE s+ FHE VaRE 274



770 Se Jeong Heo, Sung Chil Yeo, Tae Hun Kang

Table 3.4. Performance of unconditional coverage test

T T
LRuc 1% 2% 3% 4% 5%
BS 1.2532 0.0847 0.1285 0.0190 0.8663
TLM 0.0419 0.0847 0.1285 0.0190 0.3136
GEV 0.0419 0.2800 0.1285 0.0190 0.2190
GGD 1.6282 0.2800 1.1101 0.0190 0.3136
S 1.2532 0.0847 0.0834 0.5700 1.3319
GJR 0.0419 0.0847 0.0834 0.0190 0.3136
O o]l A=
p_%)]\_ T T
1% 2% 3% 1% 5%
BS 0.2629 0.7710 0.7200 0.8904 0.3520
TLM 0.8378 0.7710 0.7200 0.8904 0.5755
GEV 0.8378 0.5967 0.7200 0.8904 0.6398
GGD 0.2020 0.5967 0.2921 0.8904 0.5755
S 0.2629 0.7710 0.7728 0.4503 0.2485
GJR 0.8378 0.7710 0.7728 0.8904 0.5755

Table 3.5. Performance of independence test

Fole=
LRina 1% 2% 3% 1% 5%
BS 0.1026 0.1026 0.2338 0.2338 0.9740
TLM 0.0253 0.1026 0.2338 0.2338 0.2338
GEV 0.0253 0.0253 0.2338 0.2338 0.6672
GGD NaN 0.0253 0.0253 0.2338 0.2338
S 0.1026 0.1026 0.1026 0.1026 0.1026
GJR 0.0253 0.1026 0.1026 0.2338 0.2338
O o]l A~=%
p—g}\' T T
1% 2% 3% % 5%
BS 0.7488 0.7488 0.6287 0.6287 0.3237
TLM 0.8736 0.7488 0.6287 0.6287 0.6287
GEV 0.8736 0.8736 0.6287 0.6287 0.4140
GGD NaN 0.8736 0.8736 0.6287 0.6287
S 0.7488 0.7488 0.7488 0.7488 0.7488
GJR 0.8736 0.7488 0.7488 0.6287 0.6287

s Abde] ZASHA ehelth whebd A4 el EASA ghome oleld ATt ekt Zelk.
1%8 A2E A f5EAAE GOD A ATAHES 12484 23HEE 248 VaRE Z3)5
£ ARE W) Az SHolea ¥ 4 g

Table 3.6 W27 AWA] AT 5YA4 242 29 A4 2942 8% Aotk
O

[}

ke

€ 230l

de & At GGDE #ofF 1% st

o Ae] AxE 1} NaN-g Table 3.59] 399 Fdsitt. oA AHRJE AT ASFEL B2l 11
J 7F AAR

ZSs| 7L Berkowitz
(2001)09] AHE ROHF Roleh. LRE ‘Hys AAACZ |38 FAGEFRLI} AFA02 4
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Table 3.6. Performance of unconditional coverage and independence tests

Frz
LR =
¢ 1% 2% 3% 4% 5%
BS 1.3558 0.1873 0.3623 0.2528 1.8404
TLM 0.0672 0.1873 0.3623 0.2528 0.5475
GEV 0.0672 0.3053 0.3623 0.2528 0.8861
GGD NaN 0.3053 1.1354 0.2528 0.5475
S 1.2532 0.0847 0.0834 0.5700 1.3319
GJR 0.0672 0.1873 0.1859 0.2528 0.5475
#o%E
p-3k
1% 2% 3% 4% 5%
BS 0.5077 0.9106 0.8343 0.8813 0.3984
TLM 0.9670 0.9106 0.8343 0.8813 0.7605
GEV 0.9670 0.8584 0.8343 0.8813 0.6421
GGD NaN 0.8584 0.5668 0.8813 0.7605
S 0.2629 0.7710 0.7728 0.4503 0.2485
GJR 0.9670 0.9106 0.9112 0.8813 0.7605
Table 3.7. Performance of Berkowitz method
LR LRBE
'm],_d /:L 5’2 ﬁ
(p-%) (p-%)
1.8469 0.0888
BS 0.1372 1.0232 0.0333
(0.6048) (0.7657)
4. .052
TLM 7383 0.0527 0.1878 1.1122 —0.0250
(0.1920) (0.8184)
4.6172 0.1335
GEV 0.1698 1.1089 0.0461
(0.2008) (0.6541)
3.0878 0.1808
GGD —0.1571 1.0655 0.0465
(0.3783) (0.6707)
16.5439 3.4784
S 0.0559 1.2567 0.0228
(0.0009) (0.0622)
0.7497 0.0008
GJR 0.0780 1.0398 —0.0012
(0.8614) (0.9769)

Qafrh e AL Ho: A 58 QAFolgel
o

AR 9ol5Z 1% dloA S A3} nE 2
: p-3k°] 0.0009Z2 Fo4= 1% 3PilAT AAF7HA

7] 913l S =4 Aol tigt A5 A AHEE 594 AR A
AFMeE 7174 5 §2s & & Uk o]9) Lo

Ao T3t AR L 7| 7belR] Bk A9 AW AFEEI} A
b webd S AAEE sl BARCR Fofd 4

Stk Wbl A BEEE LR% LRinaoIA p-gkol 25 0.1

o

ARAHae AAsA 2%
A2t} o dve 4
9] p-gkol 0.0622% |-
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