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SCC Method : A New Approach Dealing With
High-Dimension GARCH model

Abstrac: It’s very important to model correlation matrix and volatility in many financial issues
such as risk evaluation, derivatives pricing, and optimal portfolio choice. Kinds of multivariate
GARCH models have been developed recently to model the conditional second moments.
However, there are dissatisfaction, for example, too many parameters in optimization problem and
optimization result is sensitive to initial value choosed. Therefore, two dimension GARCH models
are applied usually in literature. It’s difficult to model three or more dimension GARCH model.
SCC method is introduced to deal with high-dimension conditional correlation matrix. This paper
presents some complementarity of theory and adds fisher transformation in order to increase
optimization effect.

Key words: multivariate GARCH ; SCC(Sequential Conditional Correlation)
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