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Abstract: This paper constructs a GJR-Skew-t model based on Coputdidus with Markov regime switch-
ing to estimate the minimum variance hedging ratio betwé&ernréturns of stock index futures and spots in
four Asian markets. The empirical results show that themgigation degree of the dynamic hedging models
is higher than that of the static models. Based on the asabfthe variance reduction of hedging portfolio,
the dynamic models are more effective than other models.eMar, the proposed Markov regime-switching
Copula-GJR-Skewed-t model can gain higher revenues ttaatrakditional models except for the Japanese
market, which means that our model contributes to reducedbkeof hedging.
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Table 1 Descriptive statistics of returns

TN HATN % EElIE IR ] [ERCDi]

ERa =17

wite bl il LR wite bl Ll LR
B 0.026 0.026 —0.002  —0.002 0.025 0.025 0.016 0.017
KM 11.340 13.407 18.812 13.235 7.565 7.531 6.766 6.525
f/ME —11.631 —13.582 —14.003 —12.111 —8.759 —8.696 —7.256 —6.912
PRz 1.623 1.555 1.613 1.554 1.259 1.243 1.610 1.383
Wz 0.040 0.096 —0.324 —0.502 —0.125 —0.116 —0.281 —0.278
e FEE 10.129 13.393 18.256 11.480 8.362 8.096 6.817 5.832
J-B 5273.7 112106 24827.9 75647 2989.6 2700.1 15445 0864.
P{E 0.0000  0.0000 0.0000  0.0000 0.0000 0.0000 0.0000 0.0000
ARCH(5) 588.48 617.96  1100.88 783.76  475.73  539.31  209.0311.48
PfH 0.0000  0.0000 0.0000  0.0000 0.0000 0.0000 0.0000 0.0000
N 2 490 2 490 2 490 2490 2490 2490 2490 2490

A TR A B R (1) 2(2)R 15t 55 I BT Wk ZR P A B JE TR TS B R RR, A SO JE LT AT
X—AHRFEFESEAT 04T, 2 25878 T FrA iz B 5t 502 (0 H W s 2 P 41 B SEIR LIRS SO SRR . Hh 3% 27
LA, TR b IR 5e 5 30 0 W ZR 0 /5 L3 B AR RO X— M R R A 2. T, RSO0
KA)FXQEBATIEE: Frol ., 0o, P1,fs 802,1"&%%30.
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Table 2 Cross-correlation matrix of first-order lagging

N A i LAl &
e

3 Wite W% Wit Bife W% Bt Wit Bt
AL —0.038 —0.037 —0.024 —0.030 —0.008 0.021 —0.038 —0.015
B2y —0.004 —0.033 0.022 —0.007 0.013 0.018 0.038 0.036

¥ AR RBIAX EA T2/ VN, WRFRZFR B %K T F B Kb NET2 490,%
BARREAR. HINTHD, 2/v/ NWJES% B4k P F AR REOI S8, H0.04.
AT ik “Ohlalia” Ay 55K FADF AR 5P PR 3605 - 11737 B4 93 B RER Bl 2 2 P 311 24T B A6
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Table 3  Unit root test

P HAT Y P
LR
BETE Tuw ms mm Sk W& WE mE 9k
ADF —51.82 —51.54 —38.68 —50.21 —50.26 —49.00 —51.81 —48.10

(0.0001) (0.0001) (0.0000) (0.0001) (0.0001) (0.0001) 0@0.1) (0.000 1)
—51.82 —5155 —51.36 —50.37 —50.26 —49.00 —51.87 —48.11
(0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) 0G0.1) (0.000 1)
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T 3% W 2 S DR R A8CR, B DA B3 PR 32 s 23 A B i Sh AR R K A6 ) T Copula-GARCHE Y 22 HH AR (E 24UR 1) 42
Fr. AR GIR-skew- B B0 A& T 37 3 53 FNIR B Wi 2 2R K1 T Bm 2 AT FRAG V45407 22, S Bk 45 3
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Table 4 Estimation of marginal model parameters

TN HAT % Brimg g BEWY
ZH
i=s i=f i=s i=f i=s i=f i=3s i=f
0.040 5* 0.038 2 0.016 6 0.0180 0.037 0** 0.042 2** 0.050 1** 004 9*
i (0.060 4) (0.128 0) (0.486 6) (0.454 2) (0.044 8) (0.021 1) 0Z0.0) (0.098 5)
0.014 0** 0.017 0** 0.035 4** 0.037 2** 0.013 9** 0.010 8** 0.m4 0* 0.023 9*
“ (0.025 4) (0.024 5) (0.000 7) (0.000 4) (0.002 2) (0.002 2) 080.2) (0.089 6)
0.028 1** 0.021 9** 0.024 3** 0.023 8** 0.037 4** 0.041 6** 0.09 4** 0.0196
i1 (0.000 3) (0.001 8) (0.0181) (0.011 4) (0.000 4) (0.0103) 0Z6.4) (0.1331)
b 0.936 0** 0.942 4** 0.902 4** 0.900 3** 0.914 7** 0.921 3** 0.88 3** 0.940 3**
¢ (0.000 0) (0.000 0) (0.000 0) (0.000 0) (0.000 0) (0.000 0) 0@0.0) (0.000 0)
0.057 2** 0.055 8** 0.108 6** 0.111 7% 0.075 2** 0.061 5** 048 0** 0.064 4**
*i,2 (0.005 3) (0.004 7) (0.000 0) (0.000 0) (0.000 1) (0.000 6) 010.6) (0.0037)
7.548 7** 6.780 4** 9.859 6** 9.248 1** 8.782 8** 6.256 3** 525 7** 4.097 1%
n (0.000 0) (0.000 0) (0.000 0) (0.000 0) (0.000 0) (0.000 0) 0@0.0) (0.000 0)
" —0.0236** —0.0349* —0.0841** —0.0983* —0.0594* —0.0628** —0.0560** —0.0480*

(0.037 2) (0.074 5) (0.0001) (0.000 0) (0.0229) (0.0187) 010.0) (0.082 8)
o FRES YK N B3, *RARFEL10%KF T B3

HRAT S, TEFT AT SH, b + a1 + 0.5a, . 38E T1, [k Bt BBt S ELEE 3% 9 3 B A B 1
FEAME. a,ofa; 3K F0, ENENTRI R V&R F #2235 1, 1X Ui BRI 2378 B I8 s i v o X i % 52
W 56K, BU BT T3 AR AR JEXT RN BRI, SR A GIRBEAL R AL T35 W 2 R P 5 I 4 T Z R N
G, Z8a, . Ma; £ HATTGPBERFH ST, 3 T XF SR B 3 KA FRBNAE H AT 3% 2
RIMB LI ETIHTE AR, Wt S MRAENTRSE w, K B HESH g, AT B3, REIER
M t A AE R bR o0 A 2 A& 1.

TEIR1FIABR AT IS E AT 2 5, A8 AT LK & T B0 5 A0 3 B2 e 2 bR A 20 5% 22 5 5 B A s 2 A
SHRNR t 545 ) BRA RBh, & AT L 715 2839 RS R EUE T3 ofilv. R,
) v FMEXTDCC Copuld2 MRS Normal Copula B ATH-4, FiES5ubit 45 Btk s 6.

MRS SEUG T4 RRF, £ TR S FRH0 AR R 2 (M A S MR 45 /38 BB W B kRt
PERFE.
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267 LA H, MRS Normal Copul&& 3 ) S HE1% K B E MK T REEN, XRBHSANTIHHA
[FPRAS T I HE B B2 5 IR SR 4R 40 5 e (R I AR S A7 AE B3 2= =, BRI AT LA MRS Normal Copulafi £ 7]
DR 4 H A B i 1 02 5 IR 02 8 B0 35 e TR AR G HE (PR SRR AE. g3 K T0.9, WIS T i iR 50 2
W 58 2R 22 A AR S HETE R A GRS RS2 A M T EEBRIIFAY. BT EFETSHSE p FMES
51l 70.363 4f10.655 8,3 B IX /N T 3% I 11 0% 5 L B3 WA 2 28 2 AV A O R ZEARAE S MRS RS DA T IIRE

90

AR

%5 DCC Copul@&#&#1hit
Table 5 Estimation of DCC Copula function parameters

DCC t Copulafi %t DCC Normal Copulgi %1
ZH
Ty BAWY Bl &Ny wEWYy BAW i &Y
0.0176 0.009 3 0.0419 0.025 2 0.0153 0.0329 0.068 1 0.0302
«
(0.0001)  (0.000 0) (0.201 4) (0.0000) (0.0023) (0.2159) 0@0.0) (0.000 0)
5 0.966 7 0.990 6 0.958 0 0.9550 0.9615 0.9517 0.9259 0.938 3
(0.0000)  (0.000 0) (0.000 0) (0.0000) (0.0000) (0.0000) 0@0.0) (0.000 0)
6.2399 7.077 3 5.2796 4.1918
" (0.0000)  (0.000 0) (0.000 0) (0.000 0)
% 6 MRS Normal Copul&#5#fhit
Table 6 Estimation of MRS Normal Copula function parameters
ZH HEHETY HAT By BEWY
p 0.655 8 0.914 3 0.941 4 0.3634
(0.000 8) (0.000 0) (0.000 0) (0.000 0)
q 0.908 7 0.964 9 0.945 8 0.960 7
(0.000 0) (0.000 0) (0.000 0) (0.000 0)
1 0.9051 0.936 9 0.8770 0.602 2
(0.000 0) (0.000 0) (0.000 0) (0.000 0)
P2 0.9754 0.984 6 0.998 1 0.9635
(0.000 0) (0.000 0) (0.000 0) (0.000 0)

H &4, REFFR6MSEh 45 R DL K (131K (14), 7T LR 2|ZE T MRS Normal Copula-GIRIZ) A
KEZHCopula-GIRER NI TR MMEMMRE LR, F1ERT £ 1% MRS Normal Copula-GJIFE7
(IR IR et

HHsTg HAT
12 1.4
12 ]
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HUM 3 - [ERCAIEY]
13 ’
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E 1 #TFMRS Normal Copula-GIHER R M ELRE LLE
Fig. 1 Optimal hedging ratio of MRS Normal Copula-GJR model

AHTRIBITIR, BN ERT 4N THTETMRS Normal Copula-GJIRER! 1B 2 SR E Lh 2.
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34 ENREMRBEBS T
AT ORI A RBCR, ASCRA RN 80 )2 Ederingtodl B 775, HAHRA 20y
HE, = —100(V,) - V)/V,}. (19)
{H 2, Ederingtoll BT IARML T E MR MW an, Dy T AEREAL SR SE B8, #EREAL I 2 IR FAh) B b

IRTIE T, I FAR B MR EA Sz 3w, Bk, ASCERAEMREH G KTk et 2 ZR A 81
EMRERCR, HAt i T

HE, = R, — R}, (20)
Horh RURIV 53 M F R E R E A S P i 107 22, iARRIE T A R AL I B IR e ms, DARREEUE N,
ANV U SR O B T OLSHL Y (B HA R SRME . R 75 H T A FIFET S R B M RERURS.

*7 EHRERELE

Table 7 Comparation of hedging performance

Lik7] et WaEHE WaEETE  WEFRREZE TERKESW
OoLS 0.0020 0.164 5
MRS Normal Copula 0.002 6 0.1587 0.000 6 4.05
EEN DCC t Copula 0.003 2 0.1621 0.001 2 1.46
DCC Normal Copula 0.0031 0.1619 0.0011 1.58
DCC GARCH 0.002 5 0.1609 0.000 5 2.19
CCC GARCH 0.002 3 0.1609 0.000 3 2.19
oLs —0.000 4 0.1327
MRS Normal Copula  —0.002 1 0.126 5 —0.0017 4.67
H AN DCC t Copula —0.002 2 0.126 5 —0.0018 4.67
DCC Normal Copula  —0.002 7 0.1265 —0.002 3 4.67
DCC GARCH —0.0038 0.128 3 —0.003 4 3.32
CCC GARCH —0.0037 0.1290 —0.003 3 2.79
OoLS 0.001 6 0.1029
MRS Normal Copula 0.004 3 0.1020 0.002 7 0.87
T DCC t Copula 0.002 6 0.1017 0.0010 117
DCC Normal Copula 0.002 2 0.1010 0.000 6 1.85
DCC GARCH 0.0012 0.101 4 —0.000 4 1.46
CCC GARCH 0.000 8 0.106 7 —0.000 8 —3.69
oLs 0.004 2 0.196 9
MRS Normal Copula 0.004 9 0.1720 0.000 7 12.65
ST DCC t Copula 0.004 9 0.1956 0.0007 0.66
DCC Normal Copula 0.004 7 0.196 1 0.0005 0.41
DCC GARCH 0.003 8 0.194 2 —0.000 4 1.37
CCC GARCH 0.002 4 0.1945 —0.0018 1.22

EIRME T A S T 28, tHERRMESREEE. WNR7ATLUE H, ARSCHdT EER AR
{H SR A e AR H PR . HE I RME A & 77 Z KB 2 HeRE, R T, DCC GARCHEDCC
Copula, MRS Normal Coputd B4 E 3 T Eb AL GEfIOL S v B 4 I B HAARE R R, XKW T ah S E MR E
SMRAR L T B A SRR (A 3. % TMRS Normal CopulE AL =, ‘E7EF#E. HA . Frindf 8844
B RIRIEL & T %50 51 °40.158 7.0.126 5 0.102 OF10.172 O 8% FOLSH ¥k 11 77 2 B#AR & 4 Lt 44.05,
4.67.0.87f112.65. #4775 Z FEAIC B 2 LL 7T LAY, ZEF . H AR B %, MRS Normal Copulii Al
48 T At B R SR, T8 5T hnd i % o, DCC Normal Copuld: B i) B {51 35 3R & 1, TIMRS
Normal Copuldi ! (1) = B R B RR AL T I A S E M RER T, HEAXN TOLSHEF B # A,
X 7] # i1 T'-DCC Normal Copulat i #& EEMRS Normal Copulafi i 5 i 1 ik 57 i bk i 37 o B 6 A % 5 30
BRI E B M. BN S, SHEHISEYREB T U KA SOLSE A AH K, MRS Normal

54 TET £ R, BiMRS Normal Copula-GJEEZ! . DCC Normal Copula-GH# FIDCC t Copula-GJIRE R 43 51 & 5 MRS Normal Copula,
DCC Normal Copul#@!DCC t Copuld##!,
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Copula& % G 55 A3 b U8 KUK . 3% L6358 T 4 Normal Copula (1) HH 5 R EIR M D /R 7] FoR A F it 72
RETE A AR TSR A AR AR

MNEHREHE K FRW R RE, fEH AT, OLSERL 5 i /N A—0.000 4; MRS Normal Copul#
BN R FOLSHEERL, 4 —0.002 1. AR E TS, £ T Copulaf F & HIRER R BT RT3 MW SR 39 2 &
FDCC GARCH, CCC GARCH;,OLSHLZ!. MRS Normal Copul&E %I 7e 7 Hk . Brinik fl & ¥3 iii h &
HPR(E 40 & W2k 43 51 40.002 6.0.004 3F10.004 9. %A B AR N AN & ¥ 1 3 Hh B3k A% 1 B OR1E 4 &1
8 K. DCC t Copuldl|ZE B WM G T3R5 T Sz, 4> 7140.003 Z10.004 9.7] ., A% T H 435
BHEA DL KOLSEA T 5, MRS Normal Copul# R fe 3R 5 Kl . 7 H AT, B FREABNH
22225850 J ot N (R FE B B W a5 2R 31 DL K B 34 0 £ 850, X U B A AR T P H 822558 H K 0t B 1) PR S
B 25 Z A AR B B 5B 00 R B A X4 1E, MRS Copula-GJIR-SkewedH % B3R B8 5 1 78 3 — ¢ 4F, {H 7]
e R E I REA AW T Z MR, B T —@ KA, BIFEK T A AW 2R, Wi 1SE 1R E4H
AR TAE G AY.

RYE IR R AR AE SR I B AP E 4 R, TR TMRS Normal Copula i 2 B R (A Y
BERAERFIOLSH A A E S MERREL SRR H AT HN M ERNERREDA S 5 %=, BFikar
PLA N E B B FASKOLSHE AL, R EMREL & 7 ZRKE 4 b, MRS Normal Copuld %! 75k
P TIAAN 3T B BRI EREA ST E, RN EEZEF MR &5 1% _ EMRS Normal
Copulad® R 3R18 T e KM E IR E A AU E, BrbAaT IS 214518 ZE4L 4 INormal Copulag £ 1) S5l 2%
FEA AR REURMN SR RS EH I e A AR T B E N SR, BN S, 2 FMRS Normal
Copuld& B! 2 IR E RO BN T H B sh A5, Bk, X FHR@E &S, £ TMRS Normal Copula ¥ f#5h
B OB TR R T o B3 0% XU R A i 2R .

4 HERiE

A ET Z e T I TMRS Copulaf 3 IGIR-SkewBE 7Y, 15 H 3 F T4t vH44N T 9N T 7 i 48
HITR S HI  WE RE i B/ T ZERRE LR, BT H 535 R E Copuladii i UL K AE 58 5
BEHRAERA(WDCC, CCC GARCHER!) AR E R, BT AR I

1) 7EFTAE RIAN T H, Toie 2 B fe B 57 10 2 IR 55 PR B0 25 2R BN R AF 1058 B 2 I AEXS RR BN, 1 BHAE
XTI R PR I RS  R E R PR R LR R SR ZU A sh. R, IR T T R B B S B
TRHRHOI AR R T A S P 4540 LA B B 1) R Rt SRS e R 11E, AR IX LR A, %88 T LAXT BT RE
P I S IR 0% % = AT B A A5 XU 7 B

2) NEMIIRMAA &7 2kE, SIAEMMREBEME LR T A AHSELRERE(OLS). MRS Normal
Copuld®ERI7E M . HAM &7+ ME M RMERUR B, TAUNZERT I 135, A & AR (E R
B A B R B R E ORI AL TOLSH A, X R, AN T H B sh S E MR g, MRS
Normal CopuldiZ! 5 g §E 55 15 24N ke XK .

) MEMRAEAASWRINE, FEHH. HAMEE T, MRS Normal Copul#i#! gE3k1F LLOLS, DCC
GARCHLA /. CCC GARCHE & B i Wi a; T AE H AT, MRS Normal Copul Y fir 3k 453 i 2 AL Ik
FOLSHA. XL REMRS Normal Copul# 58875 B) T FAGE RE R A

B 2, % R e B 5 5 B 1% Fi8 B0 25 2 U 3 IR 3R 0 B B I 43 A 1 AR 0 )R R I R RRAE, K
4-Copulaf B AH S S B D IR AT FOR 5 Hid RS R e i, A A ERFEHHRE RO, R
P LA 70 R I, SRl - s RIE AR 45 5878 . BRERME 4R 1E. 764 5 o b B4 AT 1) 2% 18
PRI S HRFAE, DAL A e 3 B 8 B 38 AT B A R BRI B 0 A 35 SR
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