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Market Risk Before, During and After the Financial Crisis, Journal of Banking and Finance (2017), doi:
10.1016/j.jbankfin.2017.03.002

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.jbankfin.2017.03.002
http://dx.doi.org/10.1016/j.jbankfin.2017.03.002


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

An Evaluation of Bank Measures for Market Risk

Before, During and After the Financial Crisis I

This version: January 10, 2017

James O’Brien

Board of Governors of the Federal Reserve System, 20th and C St NW Washington, D.C., USA

Pawe l J. Szerszeń∗
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Abstract

We study the performance and behavior of Value at Risk measures used by a number
of large U.S. banks before, during and after the financial crisis. Alternative benchmark
VaR measures, including GARCH-based measures, are estimated directly from the banks’
trading revenues to explain the bank VaR performance results. While overly conservative
in both the pre-crisis and post-crisis periods, bank VaR exceedances were excessive and
clustered in the crisis period. This contrasted with mostly unbiased benchmark HS and
GARCH VaRs in the pre-crisis and post-crisis periods, and vastly superior GARCH-based
VaR performance in the crisis period with lower exceedance rates and no exceedance clus-
tering. Our results document the bank VaRs very slow adjustment to changing market
conditions and their systematic bias in all studied periods. Our results indicate that bank
VaRs could be improved by the use of models with time-varying volatility, and built on
banks’ knowledge of their current positions.
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Preprint submitted to Elsevier March 7, 2017



Download English Version:

https://daneshyari.com/en/article/5088101

Download Persian Version:

https://daneshyari.com/article/5088101

Daneshyari.com

https://daneshyari.com/en/article/5088101
https://daneshyari.com/article/5088101
https://daneshyari.com

