
Multivariate volatility models

Lecturer: Axel A. Araneda, Ph.D.

Applied Financial Econometrics



Applied Financial Econometrics / Multivariate volatility modelling

Single asset case
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Multivariate case
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Covariance matrix

̶ Symmetric and semi-positive definite!
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Common Approaches: GARCH-CCC

̶ Covariance

̶ Formally (matrix notation): 
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Common Approaches: GARCH-DCC

̶ Covariance

̶ Formally (matrix notation): 
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Common Approaches: GARCH-CCC
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Common Approaches: EWMA

̶ Covariance
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Example of DCC-Garch in R
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