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Abstract

This study applies to the foreign exchange determination of value at risk under Sub-Prime,
using different value at risk models such as historical simulation approach, Monte Carlo
simulation approach, variance-covariance simulation approach and ARMA-GARCH simulation
approach to calculate GBP, EUR, JPY and NTD against USD before and after Sub-Prime. The
empirical result indicates that the ARMA-GARCH simulation approach estimates exchange rate
conservatism, accuracy, violation rate with better conditional coverage test. For the efficiency,
The Monte Carlo estimation performs the best with conservative exchange rate. In this study, we
apply ARMA-GARCH again on value and risk determination. All currencies have more values
and risks to be considered than before the crisis. Among them, both GBP and JPY have the
biggest risk value on fluctuation rate and range.

Keywords: Sub-prime, Value at risk, Historical simulation approach, Monte carlo simulation
approach, Variance-covariance simulation approach, ARMA-GARCH simulation approach.
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