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The Application of the VAR Model Based on GARCH in Stock
Risk Analysis

Abstract: The stock market usually has a strong uncertainty, which often brings greater risks. How to
measure the systemic risk in the stock market and how to avoid the non-systemic risk is the core of the
risk management in the financial market today, and it also poses a challenge to the risk analysis.
Because the actual yield has the peak backtail characteristics, which do not meet the normal
distribution characteristics required for the usual data analysis, in this case, the valuation results of the
VAR model will underestimate the risk, and the GARCH model can improve the peak and thick tail
phenomenon of the sequence. Therefore, this paper selects the stock yield rate of Shenzhen Stock
Exchange for nearly 7 years as the research object, combines the GARCH and VAR models, and uses
them to measure the risk of the stock market. Finally, it is concluded that the GARCH (1,1) model is a
relatively appropriate model. The VAR value estimated by the model can well evaluate the securities
risk. The model has a certain universality, and the risk also has no significant impact on the return.
Secondly, index returns are usually leveraged, that is, investors usually respond more to the decline in
the yield of an index than to the increase in the yield of the same degree, that is, the decrease in returns

has a greater impact on investors and the market.
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