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TESTING THE APPLICABILITY OF THE BRW APPROACH
AT EMERGING STOCK MARKETS

In this paper the authors examine the performance of the historical simulation (HS) and the
Boudoukh, Richardson and Whitelaw (BRW) approaches to VaR estimation at the selected emerg-
ing markets of the EU candidate states and potential candidate states. The aim of this paper is to
examine the performance of the BRW approach in real market conditions to answer the question
whether the BRW approach represents a significant improvement of the HS approach, as expected
on the basis of theoretical analysis.
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3ACTOCYBAHHSA MOJIEJII BYJIYXA-PIYAPACOHA-YAUTIOY
JO0 ®OHAOBUX PUHKIB, 1110 PO3BUBAIOTLCS

Y cmammi poseasnymo pempocnexmuene modearosanns (PM) i modeav Bydyxa-
Piuapocona-Yaiimaoy (bPY) ax nioxoou do ouinioéants pusuxoeoi eapmocmi Ha puHKax Kpain-
Kkandudamie ¢ €C i nomenyiinux Kpain-xanoudamis. Bueueno epexmuenicmo nioxody bPY e
PeaabHUX PUHKOBUX YM06AX, 008e0eH0 nepeeazu ubo2o nioxody nao PM, euseienux na ocrogi
meopemu1Ho20 anaisy.

Karouosi croea: pusurxosa eapmicmo, pempocneKmugne Mo0ealo8ants, Mo0ea08aHH s 3 4aco8OH
KOPEKYI€EI0, PUHKU, U0 PO3GUBAIOMBCL.
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INTPUMEHEHUME MOIEJIN BYAYXA-PUYAPICOHA-YAUTIIOY
K PABBUBAIOIIINMCA ®OHAOBbBIM PIHKAM

B cmamve paccmompenst pecmpocnexkmusrnoe mooeauposanue (PM) u modeav bydyxa-
Punapocona-Yaiimaoy (bPY) xax nooxoodvt k ouenke puckoeoii cmoumocmu Ha pa3euearouiUxcs
potHkax cmpan-kandudamoe ¢ EC u nomenyuaavnoix cmpan-xanoudamos. Hzyueno
aghpexmusnocmov nooxooa BPY 6 peaavHvix pbIHOMHBIX YCAO0BUSX, 6bIABAEHbI NPEUMYULECINEA
nooxooa bPY nao PM, o6napyscennblx Ha 0CHOGe meopemu1eckoz0 anaiusa.
Katouesnie caosa: puckosas cmoumocms, pempocnekmusHoe MoOeAuposanue, Mooeauposanue co
6peMeHHOL KoppeKyuell, pa3guearoujuecsi polHKU.

Introduction. Over the last 2 decades, the concept "value-at-risk" has become a
widely accepted instrument of risk management in banks and other financial institu-
tions. Within the concept numerous methods are developed, but of all them, histori-
cal simulation (HS) is singled out by its popularity. The basic idea behind HS is that
the movement of risk factors in previous periods contains all necessary information to
estimate the value at risk. This method to estimate VaR is extremely convenient for
markets, where is observed the occurrence of fat tails and the matrix of correlations
between assets are unstable and subject to rapid change, such as emerging markets.
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