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Table I
Bank P&L and VaR Summary Statistics

This table reports daily profit and loss data reported by large commercial banks for January
1998 through March 2000. Each bank’s data are divided by its sample standard deviation to
protect the confidentiality of individual institutions. Mean violation refers to the loss in excess
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of the VaR.
Daily P&L Daily VaR
Standard 99th Excess Mean Number Mean
Obs Mean Deviation Percentile Kurtosis Skew  VaR Violations Violation

Bank 1 569 0.964 1.00 -1.78 11.63 —0.993 -1.87 3 —-2.12
Bank 2 581 0.737 1.00 —2.26 4.53 0.094 -1.74 6 —0.741
Bank 3 585 0.375 1.00 —2.73 2387 -3.13 —-441 3 —3.18
Bank 4 573 0.595 1.00 —-1.59 2.31 0.860 —5.22 0
Bank 5 746* 0.253 1.00 —2.78 341 -0.617 -5.62 1 —0.775
Bank 6 586 0.608 1.00 -0.967 142.10 -8.25 —1.72 3 —5.84

“Data begin in May 1997.
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Figure 2. Bank daily VaR models. Time series of daily profit and loss data as reported by six
commercial banks for January 1998 through March 2000 (dotted lines) plotted with forecasts

from an internal VaR model (dashed line). The model is used to forecast the one-day-ahead 99th
percentile of P&L.
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Table IV
Backtests of Bank VaR Models

This table shows alternative backtests of large-scale VaR models in operation at six commercial
banks. Data are daily and span from January 1998 to March 2000. NA indicates the bank had
no violations in the sample period. The p-values are displayed in square brackets. The symbols
* and ** denote significance at the one and five percent levels, respectively.

Violation Conditional Seria
Rate Coverage Coverage Independence Correlation
Bank 1 0.005 1.54 1.57 0.0321 —0.00533
[0.214] [0.455] 0.858 [0.885
Bank 2 0.010 0.00693 4.01 4.00* 0.158%
[0.934] [0.135] 0.046 [0.016
Bank 3 0.005 1.70 8.81%* 7.11%% 0.330%*
[0.193] [0.012] 0.008 [0.001
Bank 4 0.000 NA NA NA NA
Bank 5 0.001 8.92%% 8.93% 0.00271 —0.00137
[0.003] [0.012] 0.959 [0.995
Bank 6 0.005 1.71 1.74 0.0312 —0.00511
[0.191] [0.419] 0.860 [0.885

NA: not applicable.
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Accuracy of Value-at-Risk Models

Table V
Backtests of Time-Series Model, ARMA (1,1) + GARCH(1,1)

This table displays alternative backtests of time-series value-at-risk forecasts. The p-values are
displayed in square brackets. Box-Ljung statistics are for first-order serial correlation in the
squares of the standardized GARCH residuals. The five percent critical value is 8.84, the 10

percent value is 2.71. The symbols * and ** denote significance at the one and five percent
levels, respectively.

Panel A: Summary Statistics

Box-Ljung Mean Number Mean
Stat. Violations Violation

0.284 E —0.829
0.106 r —0.362
111 r 112

0.356 . -0.315

2.89 3 -0.772
0.003 . ~7.21

Panel B: Backtests

Violation Conditional Serial
Rate Coverage Coverage Independence Correlation

0.011 0.018 3.97 3.96° 0.158*
[0.137]

0.010 X 0.132
[0.936]

0.022 ! 11.4%%

0.007

0.016

0.003
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