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An Application of Extreme Value Theory in the Estimation of Value
at Risk for Iran Oil Price
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Faculty Member of |SE Group in Imam Javad University College, hdastkhan@iju.ir

ABSTRACT

In general, energy prices volatility and oil price as a special case have a significant effect on the
commodity markets. Value at Risk is a risk measure that presents the exposure of risk for a determined
significant level in a specific period. According to the fact that most of financial and commodity markets
have non-normal behavior and there is a great chance for occurring extreme events, the extreme value
theory have been used in this paper to calculate the VaR. The results of EVT mode is compared with the
results of GARCH-based normal and t-student model and the superiority of EVT mode for estimating
VaR in oil markets is verified.
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