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Performance Analysis of VaR and ES
Based on Extreme Value Theory!D

Sung Chil Yeo2
Abstract

Extreme value theory has been used widely in many areas of science and
engineering to deal with the assessment of extreme events which are rare but
have catastrophic consequences. The potential of extreme value theory has only
been recognized recently in finance area. In this paper, we provide an overview of
extreme value theory for estimating and assessing value at risk and expected
shortfall which are the methods for modelling and measuring the extreme financial
risks. We illustrate that the approach based on extreme value theory is very
useful for estimating tail related risk measures through backtesting of an empirical
data.

Keywords : Extreme Vaue Theory; Value at Risk; Expected Shortfall;
Backtesting.
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PESES Aste] ABAIHESF HA S ARTEZT A haAA
Fol7l AAFFUlN Huegde oJugth VaRel 2 gHe dwHoz 99
I BAHY Ade AGHRE olHerIt 4m £F oj) FgAMor 7YY
TEZge AAY A9 Ho £Aelat Hud FAZ VHHEE HY FEA
el 919 27)E Wio] ol B F7h gov £ FYE WWoE AW 27
s A2 T2 FEAL Aol A@AAE WaP F7b doke Aelnh 1y
VaRE BAM WMoz 2RHRz A7, AR, TR we $AT IR

! _

gtebg F glemz Fojd AFEE WA VaRE 4A 78 5 7] "otk A

FEZE /M4 dEHez & 482 VaREAHEHOZ JP. Morgandl A 723

RiskMetrics2&8&¢ & 4 v} 22y Duffie?t Pan (1997)3 Jorion (2001) SolAM =

AFstn 5ol FeAEY FAEY BT mFEo] AFEXY v3] E4 FH

& FHE W 7] gEo AFEEE 714S VaRe FHL A9 VaRE H4H

7tstE Ago] gt o]F Beelr] 98] BISdAME 4 38 FIe AL A=
o H

=
9] VaR &A= o4& Azt A Ade)rh
Ao A AF3 AFEEA A4 7]€9 VaR SAYHE] 7IA 1 e TAEE
FAMoz Brh J&F VaRE FA57] A8 A2 #HE 1 e
o] 2% Z xR o] E(extreme value theory:EVT)dl 138k VaR ZFAHHolt), o]

goy HIoE AFRoldE o] #EEHI gtk EVTY #3 Hozg
Embrechts, Kluppelberg® Mikosh (1997), Reiss¢} Thomas (2001), Coles (2001)%-©]
93, E3 VaRel B3I FoF =E OS2 Danielsson® deVries (1997a, 1997b),
Longin (1996, 2000), McNeil®} Frey(2000) 5°] ¢

EVTel 93 Wye VaRE SA3] AsA A4 £Y9& doled £2¥X& 2d3
3 AnzA mygiiEe] 88 v A Al £x9 mIREd F3t= HolHE
& gE 999 HolgEn Eeste ol Hd2H EXIHE Asde TAH
o2& ol &3t Aotk o HI WY FHL mYFEY FES FAHsEG FA
Fo| AR/ e AFE Y F JoH I At FAE dE AW 5HT
EZo 7}4 glo]l VaRE 3 Fo2ZA SAEEE 7IHE A dAEXAY ol
A BRse 238 29 F dvh 283 A FAEEEY ¥oAAET FEHE 2
AHHE DY vy ol AFEEY nIAE FEHA BEoAH A LT
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VaRe @4 GEwxe T2 SHHEE VaRE zdse &4 F, nd99
& FAETE Motk EE Artzner T (1997, 1999)°] ©J3td VaRe duwtdoz s

#1719 A (subadditivity) & THE3HA] 322 U #A(coherency)S 71 98 3 E(risk
measure)’} A X3ttheE Aolt, o2 d VaRe FAMES BTt ¥z
A ES(expected shortfall)7} £3F A& %1 v}l ES# £4lo] VaRE

Adtoll A &A AR GE Uttt & EST VaRE 2338t
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(ii) 3917FPH A (subadditivity) : X, YV, X+ Y€ Vel p(X+ Y) < p(X)+p(
(iii) %524 (positive homogeneity): XE V,h> 0, RXE Vol p(hX) = hp(X)
(iv) o] & ¥ A (translation invariance): X€ V, e €R°|WH p(X+a)=p(X)+a.

olAl APHE dZA VaRst ESE FAAQ Ao
et BB FEAde] A X9 REYSFE F SW 100p% AFFFEAA
VaR$} ESe Z47 b5 o] g
VaR,(X)=F~'(p), (2.2)
ES,(X)= E(X|X> VaR,(X)) (2.3)
A714 FHp)= inflz|Flz) = ptelth &, VaR,(X)& €49 X9 BXA pH¥
A EYF(quantile) S 7t dF Eof, &4 Xx9o BI7 HFo] poln Ao
o’ ATFEZA Aol JHFE pol X VaRst ESe 47 v Zo] Fojzoh

VaRp( )=p+ad Lp) (2.4)
ES,(X)=p+o ‘75(1 15)) (2.5)

A o7 (p)e 29 pHA B, o= EFATERY &

15352 Zhz JEebdth 28 2 VaRY ESE ohg9) @A77 A geic
(X)= VaR,(X)+ E(X— VaR,(X)| X > VaR,(X )) (2.6)
Artzner & (1999)] <l3}¥H UwtH o2 ESE ¢4#A & f¥H =7 HA W VaR
484 JdE 9¥H =5 JA £ 28y Embrechts 5 (2002)011*1 1891 n}9}
X9 B¥7F AHEESY 22 BY¥8e £XY AFoe VaR £33 434

3. RiskMetricsE=8 3 S 9 X o]|2& o] &3 VaRe}l ESe +74
3.1 RiskMetricsE 83} 4 VaR$% ES9 FA

RiskMetrics 28 2 J. P. Morgan ol A 7|23 diE3Q VaREALH o2
7}%0] % 9 7 (exponentially weighted moving average: EWMA)®-& A}£3+o
o] AFAE A&t FHACE —1AH7A 7hsd EE AR JIFS

g rlH,_, 9 EE¥/ AREE Ny, ol)E wEHn
RiskMetrics 282 tt& 3 o] Aodr},
o =Xoi_,+(1=Nrf_,, 0< A< 3.1

A e

A GDE 8™z YehE o = \ol Z)\’rt o] ¥t} webA t— o
J

A o Mol 00]BR j=0A t—1°] o]27] 77}%1 rj_; 9 FFEAE 47 (1-)),
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1=\, Q=212 Q5Hez Ao

webd FEAde 271EAMMAE P 2 4 GDEFH EWMARH o
FA% FdEe HFAL 0,82 3t9H RiskMetricsEH st A 100p% A FF M
tA1 49 VaRst ESE 4 23)3% 4 Q424%H Z4z bg3 2o FAHY.

I/I(I\Rp‘t :PU * Zl"p&t’ (32)
- _ ~ ¢(_ Zl-p)
ESP~t '—PO * Ut_—]T, (33)

Eo 49 (1-p)dA BAFE vehart

.

A7 2, EERT

32 S2A &% °| 8% VaRst ESH

A

X

dukd o2 EVTY ZA#R=2 dojxe FERIXY E¥Poe dusauAix
(generalized extreme value distributionGEV)R2 ¥ 3 <d¥t3las EE X (generalized
Pareto distribution: GPD)E&¢] F71=] €t ¢lo] ot WA GEVEHH #3 =93

712 %o}
FEHTE XX X0l S8R FFHAD)CIY £E8TF FE 7Y sHAL
293 o] HEUSFE F AYFEWSE M, 3 M, =max(X, -, X,)1FT =
d o AFE o, €RT, b,E R 93 EF3E

[a,& n—ocod o H]E]E}—r-ﬁi(non—degenerate distribution)

ot
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.&2

Hojsgns i, = <M,,—
2 +9999 o2y =
\=]

¥2E AR F39

8

Fréchet: &, (z)= {gi(p{— £ }ii% a>0 , (3.4)

Weibull: @, (z)= {jf‘p{_ (“z)n}’f‘é 00 a>0, (3.5)

Gumbell: Alz)= exp{— e “}rER . (3.6)

g+# | Jenkinson (1955)% von Mises (1936)= n— oo W M, 9 $HETZ 9 ¢

7R F8e FFIUHXEEZEZ YeERE A ksl S 3 A] 5 E (generalized
extreme value distribution: GEV)&tx ¥ 2& EXds+& AAsdd. &

. - . Mn_bn - ’
hmP(Mng ac)= hmP(a—ﬁ z|=lmF" (a,z+b,)=H(z) (37

n— oo n— oo

7 9 32 4 37D 5554 tdgol Ay
lim n{1- Fla,z+b,)

71— 00

=
714 H(z)E GEVEEZ$2A thgn o] Fojdrt
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1
— TE .
H(z)= exp{ (1+¢&z) },1-+£z>0,£¢0 (39)

exp( ) TER £=0
714 ¢ GEVY S ZAAAE ZF2ZA el E 4 (shape parameter) E& R #] X
F(tail index)2ta F2Ed, ¢=a '>0, {=—a >0, ¢=0& HT W HE= 2tz
Fréchet X%, Weibull £¥%, Gumbell #XFd| &34 ok 53] ¢=020 2%
T E—-0d W Ho STREIFTF HE B F U0

Ao A@B4NM n—o>ood W M HXEF(ocation parameter)®t HEE
(scale parameter)E& Ztz} pot o8t W no|l FE3 F W M, EEXTFE AL

oz go3} o] FojAu,

~ TR _
P(M, < az)~H€( . )_ H,,(x) (3.10)
#9, gFste AYFEASF M0 IS FUNRERS HE FEE @ FE
Hol HAdmE 99 (maximum of attraction: MDAl &dogxm Tatx Fe
MDA(H,)gt31 %718t} Gnedenko (1943)0 ojst® £ X3 F7} Fréchet & X%
Jec

&3 e(F, FEMDA(H,), ¢>0)A$ole BEFS F7h od A3 Hste &5 L
of tiajr ofefje] 2lo] A Hehet.

1
1-F(z)=z *L(z) (3.11)
o] A% F(z)e mIREL HIdFAH ZA5WA FHE 2nAPHE HAY o
Ry

2}4] Fréchet X% & AAE Agel B4 HEsctn & 4 At Fréchet ¥
T Zo) &3l BEXZE Pareto ¥, Burr %, loggamma ¥ 3, Cauchy ¥, t-%

¥, a-stable ¥ Fo] QUth
¥4 F7b Weibull RES &3t (F, FEMDA(H,), £¢<0)3%E Fl)9
n R Lo Hu F8F e E Ho|lgd TFEE, betab X Fol oo &It 1
9% 2T+ P Gumbell REZl S3: (3, Fe MDA(G), E=0)A%E
1 ¥

)=
F(z)e me)|¥go) AFEdor 743 AA 7tetadt madegs EAdo. Gumbel
BEXo = AFEE, Zl‘FE'—SI_, RIOZFEE Tl Uk
I8, GEVEX WEFHUE vAY EFE

i, 0, £
A HolHZEE ZAHOE GEVEXR

FA37] fdMe 4

294 dolgg

2 gz

7 Bad
Zahe Ao 279
G ALEL BHL DA L AHE K Koo Xpof D A oIF AAER

o8 E @Rt wet mle EZ(block) o2 Yol Zk EEnlth n(=7/m)7
A o] 3] X & (subsample) ﬁ]°]E17]' EAUEE vt o YEES A7) nd
Fisher-Tippett®d 27t 24" £ A& WF FE3) A Fevh oA s E2d
Qe FAXE BFAES F AdBIEES M), F M,$j>=max{x(j~1),,+1,
 Xionen OB S ZALHOZ GEVEEE w2E 9 dolE MY, M2

n o’ n’
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. M(m)_o_ SISEIR-N

YoMt 2ol FexA dHolEHE Fie WHHE EEFHd(block maxima: BM)WH
olgtm REr} o] WML HoHE F&HOR o8& F v FAHol YT ¥Ad
AA dolEE 2 /Y BEZ2o2 UE At uel BEAD Helo AutdAsE vE
vk & 4 229 378 F7MAAE FAFY HYrt At wrEd £59] A
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A £X3oheE 2o ¢l
e AR FLEA=R =
A2stdy BMEH vle) Fo E2&¥o2 YA HolHE e WYL=
AolA =ddtes ATAZY Md !
(peaks over threshold: POT)% o}k
A S W o’ JAANE ZHeE ¥
POTHH 93] HosHEs Su=x
GPDE | #3] =972 gt
3gWF X9 BxAdS5E Fot sln FY 22F% AL 2,.(F, z.=suplzE
R:F(z) <1} < o) 3tk o] o) 499 & dAA wol A dAA =HE
E?J-r(excess distribution over the threshold)& t& 3 o] Asict
F ()= P(X—u< z|X>u)
_ Flut+z)=F(u)
- 1— Flu)
JAANZREZET F,5 FEHTF X7 T4 dAA & 234 9 234327)
3 ZAREXSSFE Vel Balkema$t de Haan (1974)3} Pickands (1975)9
e xo EXFS 7 GEVEEXS MDA &3te AS(F, FE MDA(H,),
tEER HE wu—ozxd W F(x)E I3ty EE E(generalized Pareto
distribution: GPD)&F G, , (z)2 FHIGT el Ao 94714
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o 2

o ()= (3.13)

mF"ﬂ 83 77 z%
GPDg 5l H=goh.
GPDE & WZE F M B F 0,(>008 AR udll Wt BIe A=
ol ¢ AAXA ust FHT BRLEA GEVEEAA £9F o] GPDY FHE 2A
£ ¥ e Z(shape parameter)® 318 X F(tail index)2tx B¢k 2™ ¢>0
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G, e HAE BALTE} 1, £=0°1% G, & AFEE7} H9 <0 F5
T G,E A I g gd22rt doh 53] ¢>09 W GPDEF G, & FHE
YRGS A ERE FEAAE dolee B Ayt £xetn & 5 gl
dWtH o2 GEVERXEFE Al MY EF ¢ p,0E UEsed Hd GPDIFE
TN B &0, B 7}1113; Uty o g GPD?%—T—% ol%ﬂ VaRe] FAo] &4
&Aoozt & ¢ Stk E3 dRE R FFAAEY 2 BMEHAA AHdtxo]
SaAF 4R FU1E 7Wﬂ A 5 A] ”hu} weta] 2 —‘c—% Axe FEA X
o] 714 et FolA GPDE o] thsl vt VaRe} ESe FAI AIFHFE =93

oW 71Ft #FdE nle] BRUH g, 2y, -,2,° EEFT FE WED FY
2EE EHE o3 A POTHH S zx9 $83 77+ dAA w7t

W n7le] EZHEHE F UAA wE 2Aste #AFAEL FYA HolH

#

oA YAX uE Z2IHsE BEFNEL wlr,x;,m,xnul (n, = Z[{£>u})a} iy

DA A _%Tjrﬁ%(threshold excesses)S y, =z, —wu, i=1,--,n, 2t E7|3tz} oldj
AAA w7t zpoll 23] 71712 gheld Balkema$t de Haan ¥} Pickands Aol <
i YA ZF?UONE y,yp, -y, © SAHHLE GPDE W2E deoleHdn & F 3

=3
dutxd o2 GEVEHolY GPDEHA WEE E4ES FAHSE Wz e
FAR BE71F 5 H(method of probability weighted moments) 281 B Z 43
FARW So] v}, 18 Hosking® Wallis (1987)0) 2&a mA|$7F € >—0.59]
A HSFAY o8 7T Bee FALGE ¥ILHoE2 AFEEE WEYy &Y
A Atk F, £>-059 W 2FE oo R H$FAFE (E0,)E eI ol
HFoHo R o|HAAFTELE WEo.
1+ oll+
‘/n_(og HN((f (a((H?) 2a§(1+€§)))) G149
gty Ex7F FEE nEEGS 7 Aeo RyEd diE HeFAHez e
FRAAE0 & Wy oeg F3I FAXNERY FEHolgtn B F gt B =Ed4
< GPDEFd UXH EFEY FHE 98 H¢FHHE AHEE2 @
GPD & WEH BF 9 o0 W $E35E g o] Foid
L¢o,)= ‘gf(—x—) , (3.15)
j=1 Oy
o 7} A
-(1+—)
g:(z)= {(1+§$) CLE=0 (3.16)
e %, £E=0
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olth, & £>08 W £20, £<0¥ W 0< ze1/¢Y. WAAN BF £ 0,0 U =
IS ERSE T 2o] Fojzih
—n,logo, — 1+£210g 1+§ L), €0
§? u ' " (317)
- n,logo, —-———Ey,, £=0
Oui=1
@ E>08 W oy, >0 £<0d o 0<yi£—a/§ i=1-'-,nu%l. upeba Al (3.17)
N Foln 2ASERFERE B4 oo U ASFANES 7T & A
@7, 9o ABIAA BE ARG BF oo U HSFAASE AN o
getzich o9} o] POTHHY-2 <hellA dFs BMEHo Zke EAH

frongt

e AF F QE FHol Ao, o ASAE YA uE
3 gelsl At e + Ao B 9ARE UR
s

AA Ha g dAAE WUF FA Fod I vy o] vErd 5 UTh
dutd oz QJAAAE Fe WHdE o8 7HA] W Ee oy & =&dAE d
EAX o @ol o]&3tE MEZ F(mean excess plot) HA 3 HillZ 3 WS ALE317)
2 3t Wx MEZH 94L& #2333 (mean excess function)®] ZHZE o]
43l Wiloltt. HExnTgare o 2o Aodrh
ex(u)=FE(X—ulX>u)
= [} zdF, (), u< zp (3.18)

294 F,(2)7 GPDEF G, , (0)o)8 BFEAFFE <19 W T o] Fof
A,

wes MEZE 34 {(uey
e WA e} o 71erE Sk
o2 Aotk 47N ey (u)E BFEFFFY BRFHANDA g3} o] Fojath

e xlu)= 1 E Y; (3.20)

Eo 2 HillER B4 {(kH,,): k=2,,n}22 o|F4x ERA k9] gl
wet WA AZ W g 7t FAEET] AFRsE s AR wE QY3 97N
H,,< Hill 1975)9 938 A" FeESF o] g FHXNZAN oSy go] Fof
it
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H., Zln —InX, ,, (3.21)

ki
A7 X, ne BRXAES A7) wH Lﬂa‘i} oz wWiEsAE W AR
ARG BFAE AMIY. F, X, =2 X, == X, °lth
oAl GPD FAE EFEE o] &3y V‘V“”%«] VaR¢} ESE F3lrxA.
Balkema-de Haan-Pickands A ZHE QAX w7l zxo FE3) 77149 F, ~
G, ()7t At o] Z2F#E 4 (312)° WYt r=u+yd FH z>ud 9 A
FAEREY RYF L AH R tFi Zo] Fojxr
Flz)= (1-Fu))G,, (y)+ Flu) (3.22)
714 GPDE<F WEH 2F £ 0,0 Wl H$FRA £,0,8 dYstn Flu)d
(3.

_7;5
2AXNT AYHEEIS ﬁm 1-n,/nE A4 2 322 Folxd Flz)= o
o
)=}

d (1 + éx—f—“) (3.23)

oA ¢ ES VaRe Y& X8 Flz)9 (1—-p)dx 2

A AHFE p
A¢E veezg oS3 Zo) =449
VaR,=F~'(1-p)
T f,n
—ut % ((—ﬁ:p)g—l) (3.24)
StH, 2 (26)F 4 (B18)ZXE ESE the# #Zo] veld + Uk
ES,(X)= VaR,(X)+ ex(VaR,(X)) (3.25)

JdY JAXNZAELEST F(z)7t 2AHH 22 GPDES G&o"(a:)ol‘?i 21 (3.19)%
2l (324)2 % ESE v Zo] 34
5+£(I;(1\Rl,—u)

ES,= VaR,+

1-¢
_ VeR, | o— $
1-& 1-¢
4O Lfmy-e_
=u+ 1—5{1+€((nu) 1)} (3.26)

B =FolA VaRe AIZH =& Berkowitzet O'Brien (2002} A AjAj & W& AF
L3712 3t} o] WHE 2INIE xAHE, HAXIAGE T 5 AT vud
o A7A 2INI=ETE AZ7|HE AA u%xl-ﬂ‘}-»] g dlo] VaR FAHgE 23
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4% VaR %

e s4e e a8 % T AS7TES AT AA &
Az 2 Aole Ben WEEHFERE 2IHFEE 2ANEZ dE Fe 9w
B 5, AASE polA 2HNE, 2AFE 283 FFEFTFEE 22 &7 2ol
=EEL!
zHNE: Y= Y1 X, > Var,}’ 41
2R Vo= (X~ VaR, ) x. - van ) (4.2)
A—Iéﬁ'ii}"ﬁ‘y_ ymean — V.szze/Vfrcq (43)

AN Kipy e+ QA £AA, TaR, = AEAN AFE +1089) A
952 pol A VaR FAztolth T VaR 2Rzl FgALe AA £49ge) 2
QgAY ZH0Es BEAdsd 2AGA TAT Adln FrEarre an

A A F& AR Vvdrh
3, B =R A ESY A&7 ZE Embrechts 5 (2005)91A4 AAlE WHE ALE
712 @t o] W NHFE polA ESS A ES O WE AFHFES 94

ogd e HEE o] &3
DIEI t+1 p t), (44)

tEK
A7 K, AZsE piA ’“Zﬂ &4 X,,,° VaRe] #33 VaR, B0 2
ol sigste AdE JEE dndta, NEK,)E JF K9 Sste AdEd 7H-r

DVe ESe] &gl W AFAFTE A AU AEE AH8E F vk 2
VaRe| FAztel wet 2etxBz 579 AFE
Holth. ole @ BHE ey 4NN VaRe] F7

A71M -QE X,,,—ES,, 9 #ol ol gEol ne pA BAFE 2WsE
o sigete AdES AFE dEhlE, NQ,)E A%
& vehdch
B =goAE ESel we AFAEe A% A== 99 pV7 pPe ARE A
9l otdje] D& AHEFT.
D, = S {IDM+Ip1}, (46)

A714 D9l ol 0ol 7PHE5E ES did £ FHS oujdit
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51 7125 A%

IMF 988719 2& 28597 BdsolMe FFAA AP s F5H4EA
£ AT F Jv AEHEF] $AHA HBRE B AFoiMs dE d/Ey F&9 W
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