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Abstract Measuring the risk exposure to tail-events like the global financial crisis
that was happened in 2008 has become a vital role for the principle of business continuity.
However, it is not easy to quantitatively perceive the tail risk that firms may face
in their businesses. In this paper, I provide a simple model which allows us to meas-
ure the tail risk by applying the concept of “Earnings at Risk (EaR)”. This model
can be ameliorated or expanded to include multiple risk-drivers, and applicable to

the practical analysis.
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—risk and uncertainty, i1s that in the former the distribution of the outcome in a
group of instances is known (either through calculation a priori or from statistics
of past experience), while in the case of uncertainty this is not true, the reason be-
ing in general that it is impossible to form a group of instances, because the situa-
tion dealt with is in a high degree unique.—”

Frank, H. Knight (1921) “Risk, Uncertainty and Profit” p.233
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