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ABSTRACT

Europe's debt crisis continue to affect the global economy and the stock market
in 2011, the center of the series of storms from Europe and five European countries:
Portugal, Italy, Ireland, Greece, Spain, English initials of the five countries is the
PIIGS, so far, the European debt still has a great influence on the world economy.
Extreme value theory model applications describe the tail
characteristics, assumptions, without the entire allocation to reduce the risk of model
selection. This article will be the PIIGS five stock index as the data, take off the stock
index stock index returns to calculate the number of first-order differential rate, find
the data with serial correlation using the Ljung-Box statistic test. Thus, McNeil and
Frey (2000), uesd the GARCH model to filter the stock price index data, non-normal
distribution with iid standardized residuals, then the extreme value theory model to
estimate the distribution of the tail of the GARCH standardized
residuals. Hill estimator and GPD distribution used in this article, under
the three confidence level in three different threshold values to estimate the shape
parameter of the PIIGS, the scale parameter, the number of theoretical
violation, actual violation of the number of expected shortfall and Kupiec (1995), the
likelihood ratio statistic (LR-test).Shape parameters from the point of view, in
addition to the Irish thin tail distribution of the remaining four thick
tail distribution. LR-test the empirical results show Hill estimator
formula in the model compared with the GPD distribution. In the case of the 99.5%
confidence level and the threshold value of 5%, the two models performed the
best, said the model predictive ability is good. This article will show the best model
assumes that under further estimate the risk value of the two models, and the
debt event in Italy and Greece last year as a flashpoint, the actual rate of return of the
two countries with the model value at risk to compare. However,
empirical results show once again Hill estimator and GPD distribution, the predictive
ability of the two models with good results.

Keywords: Europe's debt crisis, Extreme value theory, GPD distribution
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