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Time-Varying Volatility Characteristics and VaR Risk Measurement in
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Abstract : The volatility characteristics and risk level of the Chinese stock market have significant implications
for investors’ asset allocation decisions and the formulation of regulatory policies. To investigate
the volatility dynamics and assess the risk level of the Chinese stock market, this study employs the
EGARCH(1,1)-t model to characterize the time—varying volatility across different market periods.
A rolling forecasting approach is then used to estimate Value at Risk (VaR), and the validity of the
model is evaluated using the Kupiec test. The empirical results indicate that the Chinese stock market
exhibits a positive leverage effect and extremely high volatility, with substantial differences in volatility
dynamics under varying market conditions. Based on these findings, investors are advised to reduce
leverage, adopt a longer investment horizon. Meanwhile, regulators should establish a rolling VaR-
based volatility early warning system to enhance market monitoring and regulatory effectiveness.
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