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The impact of North Korea risk on the Japan equity market
: what do Al based risk models tell us?
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Abstract: We analyze Japan equity portfolios for their risk exposures to North Korea
geopolitical destabilization effects over the past few months, by using an implementation of
the EM algorithm integrated with a GARCH process. The model identifies which latent
factors in the Japan equity market relate to North Korea and predicts their risk impact for

the near future.
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