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The study of “Simulation Quality Test in Forecasting Value at Risk: the Case
Study of USD/THB Exchange Rate” aims to test the simulation quality in forecasting the
Value at Risk (VaR) for assessing the Value at Risk arising from the investment in
USD/THB exchange rate, including to study impacts of the simulation models option in
forecasting different VaR upon the VaR so calculated and to study the results of option
to use the period of the retrospective data and the determination of the confidence level

in calculation of VaR in the quality of each simulation model.
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There were 4 simulation models used in the comparative study as divided
into 3 categories. The 1% category is the Non-parametric approach, i.e. (1) Historical
Simulation. The 2™ category is the Semi-parametric approach, i.e. (2) Age-Weighted
Historical Simulation. The 3" category is the Parametric approach, i.e. (3) Student-t
distribution and (4) Student-t GARCH(1,1). And the simulation quality was tested by
using the statistical value typed Likelihood Ratio of Kupiec (1995), the statistical value
typed Likelihood Ratio of Christoffersen (1998), and the simulation quality test typed
zoning as proposed by BIS.



