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Analysis on the Effectiveness and Influencing Factors of VaR
Calculation of Listed Banks in China
——Based on MIDAS-QR and GARCH-MIDAS Models

Abstract: Based on MIDAS-QR model and GARCH-MIDAS model, this paper studies
and analyzes the factors that affect the long-term and short-term components of the value at risk
of 16 listed banks and banking industry's stock returns in different holding periods from 2012 to
2020. The results show that: First, the failure rate test results of VVaR prediction show that the
measurement results based on MIDAS-QR model are more accurate and robust than those based
on GARCH-MIDAS model, and are less affected by the distribution characteristics of return
rate; Second, the value at risk of listed banks in China mainly comes from their long-term
components. The short-term var fluctuates around their long-term components, while the high-
frequency short-term impact only affects their value at risk in the short term, and the value at
risk of listed banks will eventually return to the level of long-term components; Thirdly, due to
the existence of the law of large numbers, with the growth of an asset's holding period, the effect
of high-frequency random positive impact and random negative impact will gradually disappear.
GLVaR mainly comes from the long-term component of GSVaR, while the influence of short-
term factors is very limited. Therefore, compared with long-term var, short-term VAR has more
severe and frequent fluctuations; Fourth, the absolute value of monthly VaR is much higher than
the absolute value of daily VaR, which shows that the longer an asset is held, the greater the risk

it faces, which is consistent with the actual situation.

Key words: MIDAS-QR GARCH-MIDAS VaR Failure Rate
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