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Abstract

After financial crises in the world, vast amount of scientific literature created in financial
fields of which must of them are based on theoretical model. Generally, financial institutes
located in financial system where a part of the system does not work properly, the whole
financial system affected and released to other financial sectors and in next step penetrated
into real part of economy and final result is economy stagnations.

This fact is a reason for measuring financial system crises to prevent crises occurrence
in the societies. Systematic risk index considered as one of them. Systematic risk index
obtained by leverage degree calculation (debt), market size, and marginal expected shortfall
(MES) to model the factors affecting it.

This study is looking for the best approach to measure the systemic risk with respect to
different sort of approaches in the world. For choosing the best approach we must choose the
minimum error of these approaches. The models that we used in this research are multivariant
garch, a model proposed by Brownlees and Engel which called VCT, factor models and
bivariant statistical models. The result clearly shows that VCT model has the minimum error
between the others.

Keywords: Systemic risk, Marginal Expected Shortfall (MES), Conditional Value at risk
(COVAR), dynamic conditional correlation (DCC), Financial institution.



