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Research on the Dynamic Hedging Ratio and Effectiveness of CSI 300:
Based on Copula-GARCH-X model application

DAI Xiaofeng, HE Zheng, TANG Weiwei

(Finance and Statistics School of Hunan University, Changsha 410079, China)

Abstract: Hedging is an important function of futures to reduce the risks. Hedging ratio and the effectiveness of

hedging are the core factors of modern hedging theory. In order to improve the hedge ratio estimation method, this

paper combined with the technology of Copula and GARCH model, mainly based on the CSI 300 index and stock index

futures as a sample to study the two major issues: hedge ratio and the effectiveness of hedging. Research results show

that using the dynamic model for the estimation of optimal hedging ratios is the best based on the risk minimization

principle.

Key Words: CSI 300; Dynamic Hedging Ratio; Dynamic Hedging Effectiveness; Copula-GARCH-X Model
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