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Abstract

Liquidity is such vital for commercial banks to survive and continue to
operate, hence measuring and managing liquidity risk is very important for
them and this has become more important after the 2008 crisis.

This study, by defining the liquidity need index, which itself is a function
of changes in the volume of bank assets and liabilities, has quantified the loss
of liquidity risk. The main objective is to estimate the value of risk (VaR) and
conditional value of risk (cVaR) as measure of liquidity risk losses in
commercial banks.To quantify the risk of liquidity, first, the bank's liquidity
needs are predicted by stochastic process models and then, those scenarios that
lead to a liquidity deficit are calculated. This deficit is compensated by the
sale of part of bank’s assets and the loss from sales below the real price is
considered as a measure for liquidity risk losses and VaR and cVaR are
calculated through this meaure’s distribution.

This research has shown that optimal assets sale can bring significant
economic savings to the bank.
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