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Models for multivariate time-series have become crucial for most financial
applications in recent years. It is well accepted that the hypothesis of mul-
tivariate normality can be dropped in favour of more flexible dependence
structures which can be easily accomplished by a copula approach. More-
over, it has become a stylized fact that correlations in financial models are
not constant over time. The major objective is to test whether dependendies
modelled through copulas can also be assumed time-varying.

Based on the Semiparametric COpula-based Multivariate DYnamic model
introduced in [1| and [2] a numerically tractable estimation procedure is
developped. The copula parameters are estimated locally via maximum like-
lihood on retrospective observations of a fixed bandwidth. Subsequently, two
different procedures to test the null hypothesis of parameter constancy are
applied and analysed especially with respect to their ability to detect param-
eter inhomogeneities of various types: a Binomial test for independent time
periods to detect regime changes and an extremal test for weakly dependent
time periods to uncover peaks in the dependence structure.

The asymptotic local power was calculated and in case of the extremal test
gave rise to an extremal distribution result for asymptotically normal quan-
tities. In simulation studies the theoretical findings were explored and em-
pirical analyses revealed that time-varying dependencies are present.
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