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THE COMPARISON OF VALUE-AT-RISK MODELS FOR MARKET RISK MANAGEMENT
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Abstract

This article provides knowledge about estimating Value-at-Risk Models including Variance-
Covariance, Historical Simulation and Monte Carlo Simulation Approach to manage market risk.
Market risk in this context is the volatility of investment security’s price. Managers are able to use
Value-at-Risk as a tool to foresee possible loss incurred due to normal market movements. The
framework of value at risk modeling starts with identifying risk factors, analyzing portfolio data,
calculating Value-at-Risk and then summarizing the result to managers for managing risk. However,
the proposed Value-at-Risk Models have different advantages and disadvantages. Anyone who

uses Value-at-Risk for decision making has to use with cautious.
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