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Abstract
This study applies Extreme Value Theory in calculating Value-at-Risk (VaR) of portfolios consisting of foreign exchange exposures of ASEAN+3 countries. This paper addresses the
issue that traditional VaR models assume normality of the return distribution. Empirical evidence confirms the stylized facts that financial asset returns are typically negatively
skewed and fat-tailed. Moreover, risk management concerns itself with the distribution of the tails, or events in the extremes of the distribution. Estimation of magnitude and the
likelihood of extreme events should be given greater attention than central tendency characteristics. Thus, this paper proposes the application of Extreme Value Theory in
computing an “Extreme VaR” to directly focus on the behavior of the tail of return distribution. The modeling is done on daily exchange rates returns of ASEAN+3 countries from
January 24, 2004 to January 31, 2010.

Keywords: Extreme Value Theory, Value-at-Risk, ASEAN 3, foreign exchange

JEL Classification: G11, G32

Suggested Citation

Show Contact Information

31 References

1. C Acerbi , D Tasche
Expected Shortfall: a natural coherent alternative to value at risk
Economic Notes , volume 31 , p. 379 - 388 Posted: 2002

Crossref (https://doi.org/10.1111/1468-0300.00091)

2. T Bali
An extreme value approach to estimating volatility and value at risk
Journal of Business , volume 76 , issue 1 , p. 83 - 108 Posted: 2003

Crossref (https://doi.org/10.1086/344669)

3. A Balkema , L De Haan
Residual life time at great age
Annals of Probability , volume 2 , p. 792 - 894 Posted: 1974

Crossref (https://doi.org/10.1214/aop/1176996548)

4. Basel II: International Convergence of Capital Measurement and Capital Standards: A Revised FrameworkComprehensive Version Posted: 2006





Download This Paper (Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2417395
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2418206
https://doi.org/10.1111/1468-0300.00091
https://doi.org/10.1086/344669
https://doi.org/10.1214/aop/1176996548
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2624164_code2417395.pdf?abstractid=2624164&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

Load more

0 Citations

Fetch Citations

Do you have a job opening that you would like to promote on SSRN?

31  References

Related eJournals

View more 

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS 72

ABSTRACT VIEWS 607

RANK 612,621

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=2624164)

Risk Management eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472)

 Follow 

Econometric Modeling: Capital Markets - Risk eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=2166979)

 Follow 



Feedback 

Submit a Paper  (https://hq.ssrn.com/submission.cfm)













https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=2624164
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=2166979
javascript:void(0);
https://hq.ssrn.com/submission.cfm


(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

