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Abstract

Various multivariate GARCH models are used to measure risk and spillover effects.
However, it is still not decided which model is the most efficient. In this study The
volatility spillover effect between the stock market return and the crude oil market
return in the top four East Asian oil—importing countries(China, Japan, South Korea
and Taiwan) are investigated. DCC—GARCH and BEKK—-GARCH models and the
ADCC—GARCH models and the ABEKK—GARCH models are applied. This study also
used the variance and covariance of each model to examine the optimal risk portfolio
strategy and hedging ratio for each country and to analyze which model is efficient.

The findings are as follows.
First, for the BEKK model, there was no spillover effect in the rest of the countries

except China and Japan. However, in ABEKK model, there is the spillover effect in
all of countries.

Second, according to the optimal risk portfolio strategy and hedging ratio between
stock markets and crude oil markets, the ADCC model for Korea, the BEKK model
for China, and the ABEKK for Taiwan and Japan were found to be efficient models.
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