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Abstract

This paper investigates the application of the multivariate GARCH model in risk management for
asset allocation. The study aims to optimize asset portfolios by analyzing the volatility and correla-
tions between different assets using the multivariate GARCH model, thereby achieving risk diversi-
fication and improving investment returns. The paper begins with an introduction to the basic prin-
ciples of the GARCH model and its multivariate extensions, followed by an empirical analysis using
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real market data to validate the effectiveness of the multivariate GARCH model in asset allocation.
The results indicate that the multivariate GARCH model can effectively capture the dynamic corre-
lations between assets, making it a valuable tool for risk management. Finally, the paper discusses
the advantages and limitations of the multivariate GARCH model in practical applications and sug-
gests future research directions.
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