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(1) Higher bond volatility 
increases VaR...

(2) ... raising selling 
pressures ... 

(3) ...which in turn 
pushes up volatility 
and VaR further.

Scenario

If the correlation 
between bonds and 
equities rises, VaR 
would be higher for the 
same level of bond 
volatility. 

Figure 1.35.  Value-at-Risk in the Disorderly Scenario

Source: IMF staff estimates.
Note: JGB = Japanese government bond; VaR = value at risk.


