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Abstract

In order to better estimate the covariance matrix of stock return, a method of covariance matrix
estimation based on Black-Litterman idea is proposed. Different from the traditional method of
adding Wishart prior distribution to the covariance matrix, the concept of prior information is ap-
plied to the logarithm of the covariance matrix, and the parameter estimation of the covariance
matrix is obtained by Bayesian method.
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