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COMMENT ON REQUIRED MARGIN FOR SECURITIES MARGIN
TRADING WITH VAR - APPLICATION OF JUMP-DIFFUSION
MODEL
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ABSTRACT

This paper examines the rational for the 120% lowest required margin on securities
margin trading in Taiwan, wondering that if 120% cash positions are enough to cover
the default risk of financial holding company. Firstly, this paper distinguishes JGD to be
the model, which has better capability to fit the distribution of returns. Next, we apply
JGD model for VaR calculation and then transfer VaR into the critical value of required
margin. The empirical results show that 120% cash position holding can cover the
default risk of financial holding company very well by using correct econometric

method.
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