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Measurement of tail risk of capital market based on GVIX-EVT Model
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Abstract: Adopting the stock and option market data of 1550 trading days from February 9, 2015 to June 23, 2021,the
paper measures tail risk based on the GVIX-EVT model adjusted by the generalized model-free implied volatility method
and compares the measurement of the GVIX-EVT with that of the traditional tail risk to analyze its prediction effect on
the downward fluctuation of the stock market caused by extreme risk events. The results show that the option market
price contains more information about the future volatility than the historical price, which is in line with the efficient
market theory, and the tail risk measurement by the GVIX-EVT model is relatively more effective in predicting the tail
loss of China’s stock market caused by extreme risk events. The tail risk measurement of GVIX-EVT obtained by
combining implied volatility with extreme value theory is helpful for risk managers to prevent and tackle the impact of

extreme risk events on the capital market.
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