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A Study on Risk Management of Health Care Index
Fund by using Health Care Index Futures

Byung Jin Yim, Tae Sun Im

Yeungnam University, Seoul Cyber University

This paper is an empirical study on risk management of health care index fund by using
health care index futures. This study investigates hedging performance of health care
index futures with respect to health care index fund by comparing GARCH(1,1), OLS
regression hedging model and VECM model to risk management in health care index fund
against price fluctuation. The sample period covers from January 7, 2017 to April 18, 2022
and weekly hedging performance is evaluated.

We find the following results. Firstly, unit roots are found in health care index futures and
health care index fund. There exists at least one cointegrating relationship between health
care index futures and health care index fund. Secondly, we cannot find statistical
differences between hedge ratios estimated from GARCH(1,1), VECM model and
OLS regression model. Thirdly, there are no significant differences in hedging per—
formance between GARCH(1,1) and OLS regression model. Finally, hedging performance
and hedge ratios estimated from GARCH(1,1) and OLS regression model are not sig-
nificantly different.

Keywords: Headlth Care, Hedge ratios, OLS model, VECM model, GARCH(1,1) model
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