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7. Conclusions

In the spectrum of financial assets, VIX futures prices are a
relatively new product. As with any financial asset, VIX futures
are subject to risk. In this paper we analyzed the performance of
a variety of strategies for managing the risk, through forecasting
VaR, of VIX futures under the Basel II Accord.

The alternative strategies for forecasting VaR of VIX futures,
and for managing financial risk under the Basel II Accord,
are several univariate conditional volatility models, specifically
GARCH, EGARCH and GJR, with each based on either the Gaussian
and Student t distributions. The main criterion for choosing
among the alternative strategies was minimizing average daily
capital charges. In the paper we used a methodology based on
stochastic dominance that permits partial ordering of strategies
by accommodating the entire distribution of DCC values. This
methodology provides a search for uniformly higher ranked
volatilitymodels, based on large classes of evaluation functions and
the entire DCC distribution.
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