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ABSTRACT

This paper aims to study an estimation of value at risk parameter assuming unknown
distribution  of return of stocks listed in the SET50 Index by Maximum Likelihood Estimator
method for estimate maximum probability parameter from realized distribution. This paper used
32 stocks form stocks listed in the SETS50 Index during 1 June 2004 to 1 June 2006.

The study explored that the value at risk which was computed by Maximum Likelihood
Estimator method could be used as an appropriate method in indicating the maximum loss as the
result covered more loss than the Delta Normal method. However, both of simulating testing
methods to value at risk and backtesting indicated no difference in the result. The study pointed
out that the Delta Normal method should be used for computed value at risk, because of it
simplicity and less economic capital requirement. Investors should realized and chose the method

which was match with their economic capital requirement level and investment strategy.



