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Credit value at risk
The credit value at risk assesses the risk of lending money over a given timeframe mainly used by financial institutions such as banks. Practically, banks hold a lot of illiquid assets. Thus, potential risks are anticipated. The credit value at risk takes into account the relationship between the probability of risk occurrence and the level of loss. The technique is a controversial measure lie with probabilistic measurement of future occurrence and most specifically those occurrences that are deemed infrequent. 
Some of the major drawbacks of using credit value at risk are; 
· The measure encourages excessive risk taking as well as excessive leverage particularly in financial institutions
· Influence manager to take excessive but remote risks
· It ignores the tails in a given distribution and only focuses on the risks at the centre of distribution which are deemed manageable
· It creates false sense among watchdogs and senior executives as stated by Philippe (2006). 
Further, Taleb (1997) argued that the use of credit value at risk as a measure of risk gives false confidence has the capability of being exploited by traders, and the technique claims to estimate rare events risks which are impossible to account. The credit value at risk model cannot provide an actual value in situations such as severe duress, market collapse and chaos as argued by Philippe (2006). Further, a lot of funds, time and effort are directed towards the technique whereas use of common sense can be applicable in making appropriate decisions in such events to achieve desired results better. Besides, the model is difficult to use since the alpha is prone to subjectivity. 
Recommendation
 I would recommend the use of credit value at risk in my business based on some reasons. Firstly, the model it enables the traders to gauge the value of assets required to cover the occurrence of possible losses. For instance, in a financial institution, the model is used to assess the possible risks and gives information which can be used by the insurers in assessing the insurance cover appropriate to the business. The credit value at risk enables the managers to monitor the value at risk on a daily basis concerning their investment portfolios. For instance, a sudden rise in the value at risk attributable to market volatility, taking extreme risks or taking sides based on looming announcements calls for further investigation. The investigation can be done on reverse engineering of the final value at risk number. Besides, without the number, getting an estimate of overall risk profile is a challenge to the financial institution. 
Another benefit of credit value at risk is the capability to estimate possible losses and gains ranges. The security exchange commission rules that publicly traded corporations should disclose relevant information to investors. The value at risk concept aligns with this ruling. A lot of financial crisis has occurred due to the management lack of inquiring on the first order magnitude of taking sides as stated by Taleb (1997). However, the derivatives crisis would have been minimal if the value at risk concept was applied whereby the managers would have communicated to shareholders on the investment decisions and the possible risks. The investors would have considered whether to invest further or desist from investing in such corporations such as Orange County.  
References
Jorion, Philippe. 2006. Value at Risk: The New Benchmark for Managing Financial Risk (3rd ed.). McGraw-Hill. ISBN 978-0-07-146495-6.
Nassim Taleb 1997. The Jorion-Taleb Debate, Derivatives Strategy. Accessed on October 3, 2016, from, http://www.derivativesstrategy.com/magazine/archive/1997/0497fea2.asp

