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Abstract
An urbane econometric theory has been concerndddewising robust and analytically sound
techniques for assessing the risk of an assetgtiortfThe works of some of the greats of the
profession have been used to develop a numberskf measures for quantifying different
categories of risks. For an example, volatility sweas the uncertainty of returns, beta measures
how much an individual asset is likely to move wiitle general market and Value at Risk, which
is a recent innovation, measures the maximum lashé probabilistic sense) that is likely to be
occurred in the immediate future. Ironically, almadl risk measures developed yet are
applicable to a symmetric loss distribution. VaR rist an exception to that tendency.
Unfortunately, in the real world, skewness of tbssl distribution is not an uncommon feature.
Especially for an emerging market (also for devetbmarket), where equity prices are observed
to remain in the high volatile state for a reastyddnger time period, the loss distribution is
expected to have a skewed nature. In such a sityadi VaR based approach would naturally
provide an exuberant / or conservative measurehi®reconomic risk capital of an insurance/
reinsurance business. The firms disperse the epktal tradeoff, so that the whole organization
makes decisions optimizing the tradeoff. And then# be an issue while measuring the
operational risk from ERM (Enterprise Risk Managath@erspective. It is important for firms
to look beyond the VaR measure for an insurancepeniyis asset portfolio allocations which
could estimate at the probability level correspagdio a default threshold. Then the ERM
creates value by optimizing (to measures of tak gither) the present value of financial distress
costs. Moreover we will compare our results witle tapplication of DFA portfolio risk
management and modelling, economic capital estimatind allocation, evaluation of ceded
reinsurance and other management strategies, lkoaglamalysis, financial statement modelling
and projections.

We have introduced an alternative to VaR, advastagewhich are akin to the conventional
VaR model. However, the new measure would not bblgito the serious limitation of the VaR
model.
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