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Abstract

This article introduces a designed model to elucidate the contagion effect of risk
in the credit portfolio of a bank. The dynamic conditional correlation approach has
been applied on a daily basis within the time span from March 26, 2011, to
September 2, 2021, to model the dynamic patterns of changes in correlation among
various types of risks. Initially, the risk for each contract is determined using the
optimized ARMA-GARCH model. Subsequently, Conditional Value at Risk
(CVaR) is extracted as the risk factor for each contract. The obtained risk values
are further modeled using the multivariate BEKK and DCC-GARCH models to
analyze the contagion levels based on their results and address the research
hypotheses. The research results indicate that the contagion of oscillations among
different contracts in the bank'’s loan portfolio is not unidirectional. Additionally, it
cannot be definitively claimed that the spillover of risk shocks from one contract to
another is symmetric. This study is anticipated to contribute to the enhancement of
predictive model performance and the development of effective risk management

strategies in banks.
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