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Abstract
In the increasingly complex international political and economic environment, in-depth research
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on the dynamic correlation of risks in the financial industry is of great significance for the preven-
tion and resolution of major risks in China’s financial system. This article selects the return data of
the four major financial industry indexes of banking, insurance, securities and diversified finance,
and uses the DCC-GARCH model to explore the dynamic correlation issues between the above-men-
tioned financial industries and the time-varying characteristics of the overall correlation coeffi-
cient. Empirical results show that there is a high degree of positive correlation between various
sub-industries in the financial industry; the volatility between various sub-industries in the finan-
cial industry shows a negative correlation with the stability of the economy; the dynamic condi-
tional correlation coefficients between financial industries It also shows significant time-varying
characteristics. In view of this, the article puts forward a series of policy recommendations, in-
cluding implementing differentiated supervision, preventing asymmetric aggregation of systemic
risks, and strengthening collaboration among financial regulatory agencies, to better maintain the
stability of the financial system.
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Table 1. Descriptive statistics

= 1. kgt

AT PR EFRL £ usRl
B 2433 2433 2433 2433
WiE 0.013816 0.017811 0.006618 0.002235
i 0.578113 0.864146 0.961563 0.837773
B/ME —4.555001 —4.455806 —4.575204 —4.545866
AL E —0.013085 —0.028984 —0.025679 0.004037
BXE 3.652923 4.097038 4.141491 4.059233
i —0.009543 0.342366 0.078546 —0.474282
- 3553 9.050295 3.621502 4.771840 4.238546
Table 2. ADF inspection
3 2. ADF 858
AT PR WEFRL £ usRl
Statistic —8.896611 —8.340203 —12.73578 —13.59626
1% —3.433072 —3.433072 —3.433072 —3.433072
5% —2.862743 —2.862743 —2.862743 —2.862743
10% —2.56741 —2.56741 —2.56741 —2.56741
P-value 0.000 0.000 0.000 0.000

4.4. ARCH ¥ M #138

FERE i DCC-GARCH #8245 2 W 2 7 L AP AP 75 B 4% ARCH 28 . [RIEiEAT 1
ARCH-LM £, FIe4i R 3, KIDREMAT A p EHE/NT 0.01, TR E 1%8ZF KT
AT UAE L JRARRE, AT U B I 8] P A AERE A S 220, FEAS T S 474 ARCH 2808

Table 3. ARCH-LM test
%% 3. ARCH-LM &3

AT
Statistic 402.1313
P-value 0.000

PRI
306.7759
0.000

TEZRL
383.6840
0.000

£ el
349.2042
0.000

4.5. DCC-GARCH 18
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Table 4. DCC parameter results
#* 4.DCC BHER

HRATIE PRI AEFk E e | A
a 0.1131 0.0794 0.0794 0.0699
0.8689 0.9028 0.9012 0.9227
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Figure 1. Dynamic correlation coefficient diagram
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