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Abstract

In this paper, under the time-varying volatility model, Monte Carlo simulation is used to study the
pricing of a class of multi-asset financial products. In order to further improve Monte Carlo’s si-
mulation accuracy and convergence speed, the corresponding variance reduction scheme was
constructed using principal component analysis and applied to the pricing of a wealth manage-
ment product linked to multiple stocks. The results show that this scheme can not only reduce the
complexity of simulation, but also improve the pricing accuracy of financial products.
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Figure 1. Stock data gravel chart
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