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Estimating VaR based on EVT used with GARCH and Wavelet analysis

Kenichi Fujiwara*, Yasutaka Fujimoto
Yokohama National University

Estimating VaR(Value at Risk) that is used with conventional EVT(Extreme Value Theory), historical data
that exceeds the sample standard deviation at the observation period is considered to be the tail distribution.
After the tail distribution is estimated, VaR is Estimated. For conventional EVT model, the beginning point
of the tail distribution ,in a word, the threshold is not so referred. However, it is one of important problem
in EVT to cstimate the threshold correctly. In this paper, the volatility is estimated by wavelet analysis
applying to the profit margin time series, and using GARCH for the time series after wavelet analysis. The
estimated volatility is assumed to be a threshold and VaR is cstimated with EVT. VaR used with proposing
EVT model is smaller than VaR used with conventional EVT, and showed the result of passing statistical
binomial test so far.
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