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Abstract

Risk management is an important process for making investment decisions, which includes analyzing the risk
in an investment and deciding whether or not to accept that risk in light of the expected returns for the investment.
There are various parametric, non-parametric and semi-parametric methods for measuring and analyzing risk in
financial markets, but the two main and widely used methods are value at risk and expected shortfall. In this
article, a method for estimating the expected shortfall is presented, in which different value-at-risk estimation
methods and ARM A — GARCH time series models are used to predict future fluctuations. Finally, this method

is tested on real data and its superiority over the parametric method is shown by the feedback test.

Keywords: Risk, Value at Risk, Expected Shortfall, GARCH Model, ARMA-GARCH Model, Back testing.
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