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Part 5.Risk measures and other criteria



5.1 Returns Behavior and the Bell-Curve hypothesis 5.2 Volatility: Traditional Measure of Risk 5.3 Alternative Risk Measures 5.4 Lower Partial Moments 5.5 VaR and the Expected Shortfall 5.6 Geometric Mean and Safety First Criteria
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5.1 Returns Behavior and the Bell-Curve hypothesis
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Returns Behavior and the Bell-Curve hypothesis • The normal distribution, also called the Gaussian distribution, is an important family of continuous probability distributions. • Defined by two parameters, location and dispersion: - mean ("average", µ) - variance (standard deviation squared, σ2) • The standard normal distribution is the normal distribution with a mean of zero and a variance of one • The “bell-curve” (shape of the probability density) is used as approximation of many psychological, physical, social or biological phenomena (central limit theorem) 2 • The probability density function:



1  x− µ   σ 



−  1 e 2 f ( x) = σ 2π
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Bell-Curves
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Characteristics and properties of the normal density function • Mean = Median = Mode ⇒ Maximum of the density function • -∞ < X < ∞ • The area under the curve is equal to 1 • Symmetry about its mean µ • The inflection points of the curve occur one standard deviation away from the mean, i.e. at µ − σ and µ + σ. • 68-95-99.7 rule • X ∼ N (µ ,σ )



⇒ aX + b ∼ N (a µ + b, aσ )
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Dispersion and the Bell Curve (confidence intervals)



µ - 0.5 σ µ-1σ µ-2σ µ-3σ µ-4σ



< 38,1% obs. < µ + 0.5 σ . < 68,3% obs. < µ + 1 σ . < 95,5% obs. < µ + 2 σ. < 99,7% obs. < µ + 3 σ. < +99,9% obs. < µ + 4 σ.
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The cumulative distribution function



• The last property implies that we can relate all normal random variables to the standard normal and inversely • if Z is a standard normal distribution: Z ∼ N (0,1) • X = Zσ + µ • We can deduce: - the probability to observe either a smaller (lower tail) or a higher (upper tail) value than X*, and inversely - the minimum value of X with a specified level of probability
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The Gaussian Distribution (Probability to find a value inferior to X)
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Example with psychological and biological data • IQ (mean=100; SD=15) • French woman size (mean=162; SD=6.5) in 2001 • French men size (mean=174;SD=7.1) in 2001 1) What is the probability to find a woman with a size inferior to 174? Z = (174-162)/6.5 = 1.85



then
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Risk measure application • Consider the following days on the S&P 500: S&P500 20/10/2008



985.4



21/10/2008



955.05



22/10/2008



896.78



23/10/2008



908.11



24/10/2008



876.77



27/10/2008



848.92



28/10/2008



940.51



29/10/2008



930.09



30/10/2008



954.09



31/10/2008



968.75



03/11/2008



966.3



Using Excel calculate: MEAN



Max DD



MEDIAN



length



MIN



recovery



MAX



CVaR 79%



SE



LPM1(MEAN)



Sk



LPM2(MEAN)



Ku



LPM1(0%)



HVaR 90%



LPM2(0%)



HVaR 80%



JB
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Returns



S&P500



Returns



Ordered returns



DD = (Pt/MAXto,t)-1



20/10/2008



985.4



0.00%



21/10/2008



955.05



-3.08%



-6.10%



-3.08%



22/10/2008



896.78



-6.10%



-3.45%



-8.99%



23/10/2008



908.11



1.26%



-3.18%



-7.84%



24/10/2008



876.77



-3.45%



-3.08%



-11.02%



27/10/2008



848.92



-3.18%



-1.11%



-13.85%



28/10/2008



940.51



10.79%



-0.25%



-4.56%



29/10/2008



930.09



-1.11%



1.26%



-5.61%



30/10/2008



954.09



2.58%



1.54%



-3.18%



31/10/2008



968.75



1.54%



2.58%



-1.69%



03/11/2008



966.3



-0.25%



10.79%



-1.94%
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LPM calculations K



∑



p =1



Σ



p p  min (0, R P − r *) 



n



n=1



n=2



n=1



n=2



r*=MEAN



r*=MEAN



r*=0



r*=0



-2,98%



0,09%



-3,08%



0,09%



-6,00%



0,36%



-6,10%



0,37%



0,00%



0,00%



0,00%



0,00%



-3,35%



0,11%



-3,45%



0,12%



-3,08%



0,09%



-3,18%



0,10%



0,00%



0,00%



0,00%



0,00%



-1,01%



0,01%



-1,11%



0,01%



0,00%



0,00%



0,00%



0,00%



0,00%



0,00%



0,00%



0,00%



-0,15%



0,00%



-0,25%



0,00%



-1,66%



0,07%



-1,72%



0,07%
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Risk measures



MEAN MEDIAN MIN MAX SE Sk Ku HVaR 90% HVaR 80%



-0,10% -0,68% -6,10% 10,79% 4,68% 1,37 5,82 -4,78% -3,31%



Max DD -13,85% length 5 recovery not yet CVaR 79% -4,78% LPM1(MEAN) -1,66% LPM2(MEAN) 0,07% LPM1(0%) -1,72% LPM2(0%) 0,07% JB 5,14898864
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Thank you for your attention…



See you next week



Microéconomie de la finance – Christophe BOUCHER – 2014/2015



90



























des documents recommandant







[image: alt]





(Microsoft PowerPoint - SURELEVATION [Mode de compatibilit\351]) 

Page 1. SURELEVATION. CHANTIER EN COURS. Page 2. Page 3. Page 4. Page 5. Page 6. Page 7. Page 8. Page 9. Page 10.










 


[image: alt]





(Microsoft PowerPoint - PosterNantes.ppt [Mode de compatibilit\351]) 

Vital to protect vehicle and payload. - Robotic survival of the fittest. - Several phases each with particular opportunities. - A wide array of strategies to choose from.










 


[image: alt]





Microsoft PowerPoint - IDEF3-anglais.ppt [Mode de compatibilit 

A process defines the sequence of execution of a set of activities. It describes activity flow. BASIC ELEMENTS. â–« Unit of Behavior (UOB). â–« Links. â–« Junctions.










 


[image: alt]





Microsoft PowerPoint - IDEF0-anglais.ppt [Mode de compatibilit 

a) Generic (for analysis of systems and subject areas of varying purpose, scope and complexity); b) Rigorous and precise (for production of correct, usable.










 


[image: alt]





(Microsoft PowerPoint - prs_vr11_part 7_add.ppt [Mode de compatibilit 

Hatchuel. C-K theory â€“ A general theory of design. Simon. The science of the artificial. Suh. Axiomatic design. Yoshikawa. General theory of design in ...










 


[image: alt]





(Microsoft PowerPoint - pham_poster_SIGIR [Mode de compatibilit\351]) 

Goal: to provide a still image representation to fill the semantic gap and to allow a fast retrieval. Our proposal: â€¢ a graph-based representation of image content.










 


[image: alt]





Microsoft PowerPoint - VE_Planning.ppt [Mode de compatibilit 

consisting of a matrix of largely co-operating manufacturing, store, and transport units of mixed ownership, which behave like a single enterprise through strong ...










 


[image: alt]





(Microsoft PowerPoint - INSEE- 18-03 [Mode de compatibilit\351]) 

18 mars 2013 - Dénombrement sur la période 2003-2011. Source : Insee, répertoire Sirene. 5. 40 300. 41 600. 39 300. 38 100. 37 600. 37 100. 36 600. 36 000.










 


[image: alt]





Microsoft PowerPoint - GP1-Introd.Anglais.ppt [Mode de compatibilit\351] 

FP. Stock raw materials. Stock sub assemblies. Stock finished products production purchase manufacture assembly ... Page 16 ... Mould for press. Test batches ...










 


[image: alt]





Microsoft PowerPoint - poster 2010.ppt [Mode de compatibilit ... .fr 

DERIVING NEW LINES OF IPS CELLS - TECHNIQUES AND STRATEGIES. â€¢. Laurence DAHERON (Harvard Stem Cell Institute IPS Core Facility, Boston, MA).










 


[image: alt]





(Microsoft PowerPoint - JS-LETI_4_03_2017.ppt [Mode de compatibilit ... 

L'Ecole Doctorale des Sciences et Techniques (EDST) et le Laboratoire d'Electronique et des Technologies de l'Information (LETI), de l'École Nationale.










 


[image: alt]





(Microsoft PowerPoint - INSEE- 18-03 [Mode de compatibilit\351]) 

18 mars 2013 - Les bistrots font partie de la section des Â« DÃ©bits de boissons Â» dans la nomenclature d'activitÃ©s franÃ§aise utilisÃ©e par l'Insee (code 5630Z ). La section contient : â€¢ les bars : activitÃ© de fourniture de boissons sans restau










 


[image: alt]





(Microsoft PowerPoint - MBC_full_2012.ppt [Mode de compatibilit\351]) 

1992-95 R&D Director, IBM Consulting Group France ..... Look, Dave, I can see you're really upset about this. ... They have specific knowledge and experience in.










 


[image: alt]





Microsoft PowerPoint - ERchine [Mode de compatibilit\351] .fr 

Attribute: A property or characteristic that is common to some or all of the instances of an entity. An attribute represents the use of a domain in the context of an ...










 


[image: alt]





Microsoft PowerPoint - flyer2010s.ppt [Mode de compatibilit\351] .fr 

Double Room : 68,08â‚¬ /person/day. REGISTRATION. To Register, simply download and fill out the Registration on the following website http://pfcs.free.fr/ips.










 


[image: alt]





Macroeconometrics_2014_session7_slides [Mode de 

stationarity. â€¢ There are two models which have been frequently used to characterise ... Typically, the explosive case is ignored and we use Ï† = 1 to ...... The trading strategy involves analysing the forecast for the spot return, and ... It is as










 


[image: alt]





l'envers de la mode 

BRIONNE â€“ 2018 / 2019. Page 2. Page 3. Page 4. Page 5. Page 6. Page 7. Page 8. SELECTIE. SELECTIF. Page 9. EXAC. Page 10. Page 11. Innov-is V3 ...










 


[image: alt]





IADE_BXL2017 [Mode de compatibilitÃ©] 

30 avr. 2017 - Introduction: Dans une maternitÃ© rÃ©gionale de recours maternel et de type III, pour assister l'Ã©quipe mÃ©dicale en secteur de naissance (1 MAR, ...










 


[image: alt]





Macroeconometrics_2014_Session2_slides [Mode de ... .fr 

explained variable explanatory variable ... Suppose that we have the following data on the excess returns on a fund manager's portfolio (â€œfund ..... Objective : an investor whishes to hedge a long position in the S&P 500 using short position in ...










 


[image: alt]





TIP_TIMING_BTC_TURBOENGINE_CAPAAB [Mode de compatibilitÃ©] 

If the bandwidth is reduced (Noise SQ Root Bandwidth), the rise time is also ... output signal increase is not proportional .... Processing from Tip timing Output.










 


[image: alt]





CB_MicroFinanceCh4_2014 [Mode de compatibilitÃ©] 

Mean/Variance Analysis. Assumptions. 4 ... just the mean and the variance of the return rate of an asset to ... variance is often easier than using an NM utility function, so it is popular ...... General formula for calculating the portfolio variance










 


[image: alt]





figurines de mode et de stylisme pour la mode masculine 

This particular Figurines De Mode Et De Stylisme Pour La Mode Masculine PDF start with Introduction, Brief. Session till the Index/Glossary page, look at the table of content for additional information, when presented. It's going to focus on mostly a










 


[image: alt]





PosterLEA [Mode de compatibilitÃ©] 

Texte en Arial 40. La recherche au service de l'Environnement. Collaborations. ERT nÂ°28, VNF, DIREN (Pays de Loire), ONEMA, IMFT. Logos des partenaires.










 


[image: alt]





etapes de mode tome 2 dessins de mode dbid 3dej 












 














×
Report CB_MicroFinanceCh5_2014 [Mode de compatibilitÃ©]





Your name




Email




Reason
-Select Reason-
Pornographic
Defamatory
Illegal/Unlawful
Spam
Other Terms Of Service Violation
File a copyright complaint





Description















Close
Save changes















×
Signe






Email




Mot de passe







 Se souvenir de moi

Vous avez oublié votre mot de passe?




Signe




 Connexion avec Facebook












 

Information

	A propos de nous
	Règles de confidentialité
	TERMES ET CONDITIONS
	AIDE
	DROIT D'AUTEUR
	CONTACT
	Cookie Policy





Droit d'auteur © 2024 P.PDFHALL.COM. Tous droits réservés.








MON COMPTE



	
Ajouter le document

	
de gestion des documents

	
Ajouter le document

	
Signe









BULLETIN



















Follow us

	

Facebook


	

Twitter



















Our partners will collect data and use cookies for ad personalization and measurement. Learn how we and our ad partner Google, collect and use data. Agree & Close



