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The Measure of VaR of the Chinese Stock Exchanges
Based on a New MARKOV- GARCH Modéd

CHEN Yanwu, WU Cheng-ye

(College of Commerce, Huaqiao U niversity, Quanzhou 362021, China)

Abstract: A Markov generalized autoregressive conditional heteroscedasticity (MARKOV- GARCH) model has been put
forth in this paper to measure the value at risk (VaR) of our stock exchange market, namely, it reveals the jumping law
of the market based on the M ARKOYV theory and gets the fluctuation ratio of market combined with the GARCH model
and, with witch to have the further measure the VaR of the market. The conclusion shows that, under the insured fit ness
ratio, the new M ARKOV GARCH model has a narrower confidence interval than that by general GARCH models and ak
so has better stability than other modals. The MARKOV-GARCH model has got a relatively higher fitness ratio on the
premise of the modal without expanding the interval of VaR.

Keywords: M arkov- generalized autoregressive conditional heteroscedasticity model; value at risk; goodness of fitness;
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