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Abstract

This paper extends the mean-VaR approach proposed by Campbell, Huisman and
Koedijk (2001) and develops a method to allocate assets under a VaR constraint by using
futures contracts. In contrast with the approach of Campbell, Huisman and Koedijk (2001)
that adopts the risk-free loan to achieve the VaR constraint, we propose an optimal hedge ratio
for futures contracts such that the total risk of the portfolio is consistent with the VaR
constraint, and accomplish the VVaR constraint through the optimal hedge ratio. The numerical
analyses based on the S&P500 composite return index, 10-year datastream benchmark US
government bond return index, and S&P500 stock index futures show that the performance of

the portfolio based on our approach is better when investors have higher tolerances of risks.

key words: Value-at-Risk ~ futures hedge ~ hedge ratio ~ optimal asset allocation - relative VaR
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Series: R_SP500_SPOT
800 4 Sample 1/01/2002 2/26/2010
700 . Observations 2128
600 Mean 7.64e-05
500 Median 0.000333
] Maximum 0.115800
400 4 Minimum -0.090350
Std. Dev. 0.013755
300 - Skewness 0.102058
200 J Kurtosis 12.75611
100 Jarque-Bera 8443.135
0 Probability 0.000000
- T T T f T
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600
Series: R_10_YEAR_BOND
500 4 Sample 1/01/2002 2/26/2010
Observations 2128
400 Mean 6.53e-05
Median 0.000000
300 J Maximum 0.041362
Minimum -0.028326
Std. Dev. 0.005118
2004 Skewness 0.098932
Kurtosis 6.581693
100 -
Jarque-Bera  1140.934
0 Probability 0.000000
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1000
Series: R_SP500_FUTURES
Sample 1/01/2002 2/26/2010
800 Observations 2128
Mean 7.61e-05
600 - Median 0.000405
Maximum 0.141077
Minimum -0.098773
400 Std. Dev. 0.013817
Skewness 0.400005
Kurtosis 16.71204
200 -
Jarque-Bera  16727.86
. Probability 0.000000
- e
-0.10 -0.05 -0.00 0.05 0.10 0.15
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241 ERF S THEE

Daily
S&P 500 # ¥ 77 #¢
FRCEME 3 2128
L ¥adp 0.0000764
AR L 0.013755
B 4R K 0.115800
Boo] 4R Y - 0.090350
FEF A Rk 0.102058
SR J T 1S 12.75611
£ B+ E I F 7 #
NS S 2128
T yadp 0.0000653
FRFAEE L 0.005118
B+ 3 0.041362
Boo| 4R FY - 0.028326
iR TR T S 0.098932
4R FY S E ik 6.581693
S&P 500 % ¥ 7; #H) f
LA g 2128
T yadp 0.0000761
FRFEE L 0.013817
SR T 0.141077
Boo| 4R Y - 0.098773
3 i R i 0.400005
AF B SO R Gk 16.71204

WM AL R S&P 500 i dp#c o £ B s f 4 Bofr S&P 500 5 i 4 B B ehist

PR FAHEF L2002 1% 1p 3 2010#20% 26

42 ARG ET R ERTFT RS

AET G 0L S&P500 R dpdcr E R E D FS Fia i E A 08 2 R R TR
FARE RFELOREEEIFRTRED § 3 F 1345 B14) 5 plap #2
P VaR s > &V P AFERTEENT IR  FERETELFLEIET
AR R D) A3l ogla,p) FERFTEEDRG LRI R FTARLET SR

G-TE B AR ME T (VAR e B ) Rt (M 410) . d (M 410) 7 12 i e
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526 p o

AP HRFEAREFTE D HT R o(a,p) 2R HEOBEES WG
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4042 FARGIKETEFRFTESLZ VAR R

Confidence level(%)

Daily Campbell et al.
a (%) Portfolio VaR
90 -5.231819

95 -7.835525

96 -8.343976

97 -8.969052

98 -9.799982

99 -11.109631

PP &St ehFOR L S&P500 4 dp Bcfr £ WL E B S fo HEF S 2002
#1979 1p322010&27 26p ¢ 3 $FRESFXehb g FTARE Y 6] & (3.14)
NEABRAERFRE A EhGERME 136 P i MEE L (0.0004%) 0 T e s

E AT AR AR i BRI AP

#4245 Campbell, Huisman and Koedijk (2001) =17 ;235 31 7 fe 13 #F -k B 7 cndig
FFEE O NUEAEFRGEE THRFTLELEZ N VAR TR ERAL 42 B
AT R T EFEE 95%R K E  BIIR T A+ AF A B A4 L 7.835525 & o
APT G 4255 AR ROREKET C HRF R LR e §F T F 0 B

KEEF O RIRT ABFAFTANE LS A8 o

1245 Campbell, Huisman and Koedijk (2001) » £ F * L ikdp & F A THFP 2 B "%
ATBPFRFT L P RERGHRFATRTLEFRFT L ENEE  FISLT ERRT
WER%GFT A A 43 7 A 95%:niE 4K ® T 5 iz Campbell, Huisman and Koedijk

(2001) 932 > AP R'GFIRDEFTAZEJFHRFTWE ©
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#% 4.3 Campbelletal. (2001) 2 & iF&F s > =095

Desired VaR  Stock(%0) Bonds(%) Cash(%o) S(p) (X =1 )
0

-6.5 11.962 73.481 14.557 1.137
-7 12.652 77.717 9.632 0.998
-7.836 14.000 86.000 0.000 0.806
-8 14.300 87.843 -2.1430 0.773
-8.5 15.297 93.965 -9.2613 0.680
-9 16.442 101.004 -17.446 0.598

W1 FA VAR T E 0 95067 kT b B R F L 2 VAR hid 5 -0.7836% o
2. ;i S(p) 4 (314) ki -
3. gt A iR % e FHL S S&PS00 MM 4 Hefr £ Bl E W F A o WS 2002# 10 1p 1 2010&270 267 -

#4704 F B 5 1,000 o %3 F 5k o VAR (Desired VaR) » 3 F A P H FIE HE R R T &

d4 437 S APTUFIARRGREORTALFTAREES cF L FHRT

|

AV LR R M E 5 -0.7836%RF > PR T AT LR O EEEL 427 TR KB R
I E THRRTELEI LG ER > MY AR GTAEFHE O RA
M TV ELZE o FHRFTADR'GF LA B-0.7836% » |4-d Desired VaR %
-0.85%pF » Hpeld 2% L ~F 52 &k F A0 54 % 5 15.297% > 93.965% 2
-0.2613% - Cash 2% 1= % f B EFIAHFA PR G FLAB » FI LT A EHF & ki
FR'GHTA > MHAERGEEN SHABRYADTARE - R FHRFTADREEL

B 14%+-0.7836%F* > 4= Desire VaR 7 -6.5%p% » H e A% E X2 b ‘G| A e

ERTFTLRLGTALY » ARRUSTARE -
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Desired VaR
(Bl4.13) 5% HEAET » &EFH G

PP Rl B TR kR S A A3 Rk G 95% > f5d Desire VaR & Cash 2 B chBd % 0 T O RBT L do A1 m R

[ER

R FADRTRBER T oL eI B F L VaR k% o d §® Aip v g > § Desire VaR PR g% 0 TIRF A Al

FRARLM HAKL L 4 o PPRFTAEEBART AR GHTA M 4B b GHEM -

»

it 95%7 #g -k 7 5 Desired VaR &2 Cash 2 B erafig % > sV ipr# v (] 4.13)
KEF o BlP APV URED FHEFTAORGFLARF RELALGT A E

ARt LT BV A BRRKTRGET A > R4 bGP o

23




# 4.4 The proposed method 2 & ig# F s > =095

The proposed method

Desired VaR  Stock(%)  Bonds(%o) h (%) S(p) (¥ @‘ﬁ%)
-6.5 30 70 18.631 0.781
-7 24 76 11.797 0.790
-7.836 15 85 0.902 0.799
-8 13 87 -1.240 0.800
-8.5 8 92 -7.514 0.802
-9 2 98 -13.866 0.804

WL E7 $ VAR (T 0 95% 0 41k BT b BT 4 2 VAR nig 5 -0.7836% -
2. 2eiger S(P) 4 (B11) &£ -
3. gt A i % TS S&PS00 kT 4 e+ £ B- & B AR o S&PB00 W 4r el 0 B A 2002 & 17 1

PI2010& 2% 260  Bae b Bk » 1,000 HiEF 5% en VAR LA P H I A H BB iR TR L -

FHRFADRGHET P EVKFT e sk & 0 Campbell, Huisman and Koedijk
(2001) A7 EEE R G ADFEMT AP E 5 VAR A8 7 A3 300 | i (730

At S FIIF A K 2 VaR -

2 44500 BWEHRET W L E FARLENTARYL $rieod 4 447
APRHET LA PR G BRART A A T TAREE T2 TAREES o
Ao FHRFAFT LR DR G E 5 -07836%FF 0 pEFERFT AT LL DR G EE L 42 ¢ 4
T AR BT RGRFTREMEI O G ER RS ARG T EER
R g 5 0.902%:¢ e F K F A T LK Pk & B 30-0.7836%> 14 Desired VaR
5 -085% 5 b W IrE FAMREZERME ARE G XE DAt 6]a w5 8%
9290 % -7.514%  #f 2%~ 5 f P EEFLHEFTA TR GELRF  FILKT A 6§28
fkseh g T A NBRBELGIEM L HBAUSTAMRY -5 4§ Desire VaR
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5 65%FF - AT MEFTAGRGFILABMS  HEE AR F X2 B et a6
5 30% » 70%qr 18.631% » 9 [ #% ik % A > B b GABWH kG f kdF
WOtk o SERAOTARE o VA 43 B R 44V FE R FEF AR KR
B % 30-0.7836% PF o A vtk el i T AR E 2 T F dp 8y >t Campbell,
Huisman and Koedijk (2001) e j% od 3t § & SR Qe N FFAREFHE R G 7 EFD
B ER e - BERRT O FHEFTATLI DR GAR G F BEH pEFIE

T iE Dl enF A fe B F2x € >t Campbell, Huisman and Koedijk (2001) = i o

[ n)

I
20 -15 -10 -5

-7 18.631,-6.5
_1.24,—8 / 11.-;9-:_-,
/ [0.902,-7.836]

] 9
-13. 9|
13.866,-9 10
DesiredlaR

(El4.14) 5% ZHBAKET » AT BB LA

W B2 B TR ARG A 44 Bk D 95% o ffd DesireVaR & h 2 Bl o T UG RBRT Ao fUT B f 2

\

o

ki

SR T L I HF LA VAR K o BY APF IR f DesireVaR f 0 R % 0 THFA ARGFTARIE

-

FERARZ A 4 o FIART A EF IR AT AR GET A H R GRER -

it f 95%; g -k T > Desired VaR & h 2. BB > A iprw o (R 4.14)
CHR GRS R

Aot o BY APT UERT] 0 F LT A A RE PR % ,4%
AP F b2 mpYo

2 Ee o P RE RSP KM R GET A R

25



# 45 Campbelletal. (2001) 2 S FHFE L > =099

Desired VaR Stock(%6) Bonds(%6) Cash(%) S(p)(¥ aﬁ%)
-9 11.766 72.279 15.954 0.835
9.5 12.229 75.120 12.651 0.761
-10 12.729 78.193 9.078 0.695
-11.11 14.000 86.000 0.000 0.569
-12 15.219 93.490 -8.710 0.484
-12.5 16.002 98.298 -14.300 0.442

WPl 3% VaR iiﬁ#_’;';%: P 99% G HE kBT B R FTEE2 VaR aiiE 5-1.111% -
2. prdr S(p) @ (314) 5 A

3 TR kK & 430

# 4.6 The proposed method 2 &iF#K F s » a=0.99

The proposed method

Desired VaR Stock(%)  Bonds(%o) h (%) S(p)(¥ = _1 %)
1000

-9 31 69 20.436 0.550

-9.5 27 73 15.579 0.555

-10 23 77 10.826 0.559
-11.11 14 86 0.537 0.565
-12 8 92 -7.349 0.567
-12.5 4 96 -11.813 0.568

Sl %7 5 VAR FEE 0 99%1 i kT b BT L2 VAR hiE 5 -1111%
2. ;i S(P)d (B11) 4@ -

3 FHAAE A 430
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% 452 4 4674 1% 7% 99% 7 #F -k & > Campbell, Huisman and Koedijk (2001) 22
DR FAREZOTARE S e f A d 2427 v ARFR%GITF TRER
Tl 27 bk Ei-111% mFRFARARTAORGEE LRI e EHNF

o & 45 P BAIRAMTIEL 0% A A FirE FAREZ T ) [ 6
W5 0537% (L4 46) - "TFHF A b '&F LAEASB » 4ok 45 #7575 » Campbell, Huisman
and Koedijk (2001) = ;2@ 3 &R T AR > I VR I ME > ARG T &K
TR GUFT A o A2 o Nen g FTARREZ Y § &R £ 467

HAD F @ b EERTARGELAAT A TH R I TN NRAY LR

FRABERAT b G e

WA A58 L 46T HF IR FHRF A D KRR R S 3-1L11% BF o A2 i en

Wi E FAREZDE 4483 >t Campbell, Huisman and Koedijk (2001) 47 i - d

ns
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FRBAHFTA B R RN P FARE TR @R T ko
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$7I% 2%

* k%< 5% Campbell, Huisman and Koedijk (2001) =& %8 > f73d4cfe &7 2 b '
VaR 4|7 » 27 F AR iR - A7 7 %4 i % » Campbell, Huisman and Koedijk
(2001) #4324 > f2 3 F >t Campbell, Huisman and Koedijk (2001) 1% & b *& 5
AR EERTARLD VAR A2 S P FNLE G R FMNTARIEINRT
i VaR (R > B E DSBS F A VaR Rt Eg ot p AN o RO A 24 VaR
T hh R T S o {1 S&P500 i dn s £ B & RS A dcE S&P500
R e F T AR DRSS  FRTEEDEHEPEF L EF TR
A K [ CREFLAERRORTAEY A RN PR TARLEY L
Bl ol T E A o TP A2 AThE B HF & & iRt Campbell, Huisman and
Koedijk (2001) = ;2 chdg gL F 28 o
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