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Abstract

Market risk is one of the main risks the securities companies face, the management of
market risk is the most important part in the risk management for securities
companies. To our country, on the one hand, the securities market’s volatility is often
more serious, market risk is more complex and changeable, on the other hand, the
history of securities companies in China is very short, their risk awareness are
relatively weak, and their management of market risk are yet to be improved.
Researching the securities companies market risk management issues has great
significance to improve their management level and enhance their competitiveness, it
is also helpful to protect investors, makes China's securities market develop healthily
and rapidly.

This paper first combs the development of the theory of market risk management
both at home and abroad, then anayzes the status quo of securities companies
market risk management in China, points out that China's securities companies
currently major problems in the management of market risk. Then aiming at the main
problem in the market risk management of China's securities companies, this paper
tries to explore the technical improvements and institutional improvements, uses VaR
method and stress testing to do empirical research from the macro and micro
perspective, combined with the theory of economics, tries to explore how to reform
the market risk management mechanism. Finaly, this paper makes conclusion and
gives afew suggestions to China's securities companies.

Unlike many previous researches which are limited to the market index and
different VaR calculate methods comparison, this paper’s empirical research of VaR
method and stress testing in the measure of China's Securities companies market risk
is from the microscopic perspective. This paper builds highly fitted stress testing
model, and discusses the application of VaR and stress testing in the market risk

management of China's securities companies.



Through the study, this paper argues that: China's securities companies market
risk management has two main problems: one is the securities companies risk
awareness is weak, the institutional authority are not strong, the other one is the
market risk management methods are not advanced enough; using history simulation
method to calculate VaR and using regression analysis method to do stress testing can
be used in China’s securities companies market risk management. the introduction of
VaR and stress testing into securities companies performance evaluation mechanism
can help improving securities companies market risk management; China's securities
companies’ market risk management can be improved in several aspects. Securities
companies in China should change their mindset of risk, increase the investment in
market risk management, reform market risk management mechanism, diversify

business and investment, and actively improve market risk management methods.

Key words: market risk; VaR; stress testing
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