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In the article the modern approaches to scaling Value-at-Risk (VaR) and especially 
their usage depending on the type of bank portfolio were analyzed. It is shown that the 
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choice of Value at Risk scaling method is crucial when assessing derivatives, risk 
analysis and determining the necessary regulatory and economic capital of the bank for 
a long time horizons. The analysis has showed that the effectiveness of the square root 
method (SRTR) compared with such approaches as bootstrap, independent and 
dependent re-sampling and various empirical scaling factors in most cases is high 
assuming the existence of a normal distribution of profit / losses (P & L). The article 
emphasizes that although the square root method SRTR recommended by Basel 
Committee for practical application, but it cannot be considered universal tool because 
in many cases it causes underestimation of risk, for example, if the income is described 
by jump-diffusion process. Since systematic risk is quite successfully described by 
jump-diffusion process, it points to need for careful usage of SRTR for the analysis of 
systemic risk on long time horizons.

Keywords: Scaling of VaR, SRTR method, economic capital, capital aggregation, 
Value-at-Risk, confidence interval
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- Value-at-Risk

7]

Value at Risk

(SRTR

P&L). 
SRTR

VaR

jump–diffusion process

SRTR
 

t(6) AR(1) GARCH (1,1)

Bootstrap 0,073529 0,005388 0.075145 0.007963 0.01271 0.00087 0.0481 0.005023
0,070515 0,009659 0.072605 0.012656 0.01224 0.00171 0.0477 0.010461

0,072828 0,005346 0.074368 0.007895 0.0126 0.00086 0.0475 0.004944

0,070447 0,014789 0.073659 0.017376 0.01244 0.00256 0.0499 0.013582

0,07174 0,01077 0.073976 0.013256 0.01249 0.00182 0.0497 0.011085

SRTR 0,073262 0,005198 0.081602 0.00898 0.01274 0.00087 0.0493 0.00591

VaR

0,0736 0.0754 0.0127 0.0511
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