

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Spectral Risk Measures: Properties and Limitations

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			27 Pages
		
		

		Posted: 6 Dec 2009
		
		
		
	

	
		
			
			




	See all articles by Kevin DowdKevin Dowd
Nottingham University Business School (NUBS)
John Cotter
University College Dublin
Ghulam Sorwar
Nottingham University Business School


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 18, 2008

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Spectral risk measures (SRMs) are risk measures that take account of user riskaversion, but to date there has been little guidance on the choice of utility function underlying them. This paper addresses this issue by examining alternative approaches based on exponential and power utility functions. A number of problems are identified with both types of spectral risk measure. The general lesson is that users of spectral risk measures must be careful to select utility functions that fit the features of the particular problems they are dealing with, and should be especially careful when using power SRMs. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: coherent risk measures, spectral risk measures, exponential utility

	
	

	
    

    
	

	
	
		JEL Classification: G15

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Dowd,  Kevin and Cotter,  John and Sorwar,  Ghulam, Spectral Risk Measures: Properties and Limitations (April 18, 2008).  Available at SSRN: https://ssrn.com/abstract=1517148 or http://dx.doi.org/10.2139/ssrn.1517148 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Kevin Dowd

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Nottingham University Business School (NUBS)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Nottingham University Business School (NUBS)  ( email )

			

			
			
				
				
				
					Jubilee Campus
Wollaton Road
Nottingham, NG8 1BB
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						John Cotter (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University College Dublin]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University College Dublin  ( email )

			

			
			
				
				
				
					School of Business, Carysfort Avenue
Blackrock, Co. Dublin
Ireland
353 1 716 8900 (Phone)
353 1 283 5482 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://https://johncotter.org/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Ghulam Sorwar

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Nottingham University Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Nottingham University Business School  ( email )

			

			
			
				
				
				
					Jubilee Campus
Wollaton Road
Nottingham, NG8 1BB
United Kingdom

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      162

			

		
		
		
			Abstract Views

			    2,167

		

		
		 
		
			Rank

			  332,718

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       14 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Risk Management eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Risk Management eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            4,665

                                    

                                    
                                        PAPERS

                                           15,550

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Robert Sales at Global Association of Risk Professionals

                                    

                                
                            

                        

                    

                
	
                    Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              832

                                    

                                    
                                        PAPERS

                                            8,031

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Margin Exceedences for European Stock Index Futures Using Extreme Value
Theory

                        
                            By
                                
                                
                                    
                                    John Cotter
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Extreme Spectral Risk Measures: An Application to Futures Clearinghouse Margin Requirements

                        
                            By
                                
                                
                                    
                                    John Cotter
                                     and 
                                
                                    
                                    Kevin Dowd
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Spectral Risk Measures with an Application to Futures Clearinghouse Variation Margin Requirements

                        
                            By
                                
                                
                                    
                                    John Cotter
                                     and 
                                
                                    
                                    Kevin Dowd
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Varying the VAR for Unconditional and Conditional Environments

                            
                                By
                                    
                                    
                                        
                                        John Cotter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Downside Risk for European Equity Markets

                            
                                By
                                    
                                    
                                        
                                        John Cotter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Distribution of the Extreme Daily Share Returns in the Athens Stock Exchange

                            
                                By
                                    
                                    
                                        
                                        Richard A. Brown
                                         and 
                                    
                                        
                                        Konstantinos Tolikas
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Extreme Value Index Estimators and Smoothing Alternatives: A Critical Review

                            
                                By
                                    
                                    
                                        
                                        Zoi Tsourti
                                         and 
                                    
                                        
                                        John Panaretos
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Extreme Value Index Estimators and Smoothing Alternatives: Review and Simulation Comparison

                            
                                By
                                    
                                    
                                        
                                        Zoi Tsourti
                                         and 
                                    
                                        
                                        John Panaretos
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Time Variation in the Tail Behaviour of Bunds Futures Returns

                            
                                By
                                    
                                    
                                        
                                        Thomas Werner
                                         and 
                                    
                                        
                                        Christian Upper
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Extreme Risk in Asian Equity Markets

                            
                                By
                                    
                                    
                                        
                                        John Cotter
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.106 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
