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Pricing of Credit Risk Based on VaR
LIU Guang-ying
(School of Mathematics and Statistics, Nanjing Audit University, Nanjing 210029, China)

Abstract ; In this paper, we study the pricing of default risk in the structural credit risk model. VaR was trea-
ted as a kind of important risk management method, and encouraged by Basel Commission. We introduce the
method of VaR into the pricing model of credit risk and assume the default time is the time which the VaR from
market excesses the VaR of deterministic value. We analyze the value of the zero-coupon bond and suggest
that we can use Monte Carlo method to obtain the pricing of bond. We also consider the value of bond in the
situation in which the risk-free rate is the deterministic function of time.
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