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Control of VaR of Rebar in Inventory Financing
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Abstract: Aiming at the price risk of inventory financing in steel market, the prices of rebar were
selected as the sample data to calculate the risk rate and efficiency loss rate based on empirical
values. The results calculated using the empirical values were compared with that using the
historical simulation method based on the values at risk( VaR) ,and it was found that the length of
sample period affected the performance of calculation result of historical simulation method. The
historical simulation method was suitable for inventory financing in short term. The back testing of
the calculation results shows that pledge rate determined by VaR is more effective on the control

over the price risk.
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Table 1 Risk rate and efficiency loss rate (r/e) of rebar price in different loan periods %
B/ H [N Ji % bRt 2 HRORAH w/ME r< 0 Y JE
3 30.29/29. 59 0.63/1.29 7.96/11. 37 56.96/62.76 7.07/ -8.52 0
6 31.37/28.01 1.09/2.23 10. 43/14. 95 57.09/62. 26 7.42/ -8.70 0
9 32.01/27.13 1.55/3.17 12.47/17.82  60.09/60.03 8.98/-12.98 0
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99 646. 642 2 593.7529 560. 482 5 589.075 1
90 492.3389 447.956 0 461.9859 528.9222
300 95 614.0457 561.9329 579. 836 2 653.170 5
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Table 3 Section/proportion of original hypothesis accepted by back testing

B c 90% 95% 99%
W1 -c 0.10 0.05 0.01
1000 K [82,119]/[8.2% ,11.9% ] [36,66]1/[3.6% ,6.6% ] [3,20]/[0.3% ,2% ]
e 900 K [73,1081/[8.1% ,12% ] [32,60]/[3.5% ,6.6% ] [3,18]/[0.33% ,2% ]
§ 700 K [55,86]/[7.8% ,12.3% | [23,48]/[3.3% ,6.8% | [2,15]/00.28% ,2.1% ]
Ji] 500 K [38,63]/[7.6% ,12.6% | [15,36]/[3% ,7.2% ] [1,12]/[0.2% ,2.4% |
400 K [29,52]/(7.3% ,13% ] [12,30]/[3% ,7.5% ] [1,10]/[0.25% ,2.5% |
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Table 4 Results of back testing
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Fig. 1 Risk rate calculated by historical simulation method and empirical value
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Fig. 2 Efficiency loss rate calculated by historical simulation method and empirical value
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Table 5 Statistical indices of risk rate and efficiency loss rate (r/e) based on historical simulation method and
empirical value %
BiRE ¥l PN f/ME i % FrifE 22
90 11.166/7. 812 42.069/55. 813 —-6.667/ —12.054 0.847/1.742 9.204/13. 197
95 13.993/10. 574 44.700/59. 079 -3.266/ -10.772 0.795/1. 855 8.914/13. 621
99 17.759/12. 244 47.925/61. 085 2.967/ -10. 238 0.753/2.073 8. 676/14. 399
Z I (H 29. 328/30. 960 43. 636/62. 759 7.069/10. 519 0.362/0. 738 6.014/8. 592
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