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An Empirical Analysis on the Risk Calculation of Stock Market Using

VaR-GARCH Cluster Models

Huang Yanlong
(School of Economics&Management Nanjing University of Technology, Nanjing, 210009)

Abstract: The calculation of risks is considered as the core on risk management in financial market. The most
popular method in calculating financial risks is currently value at risk. This paper analyzes four models, including
generalized autoregressive conditional heteroscedasticity model, so-called GARCH model, Exponential GARCH,
threshold GARCH and power GARCH as well, based on three distributions of gauss normalized, student’s t and
generalized error, in which speculates value at risk of return index of stock market in the future and experiences the
degree of their results. The results of research show GED can display features-tailed more exactly than student’s t
distribution and gauss normalized distribution. Meanwhile, two models of EGARCH and PARCH are better than
others GARCH model.

Keywaords: Stock market in ShangHai; Value at Risk; GARCH cluster models; Backtesting
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