Covariance vs Correlation: Asset Returns

Covariance Matrix

Tech 0.020 0.015

Finance 1 0.020 0.040 0.018

Healthcare 1 0.015 0.018 0.022

Energy 1 0.010 0.022 0.008
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Standard Deviations:

Tech: 25.0%
Finance: 20.0%
Healthcare: 15.0%
Energy: 30.0%
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Correlation Matrix

Healthcare {4 0.40
Energy {1 0.13
Tech Finance Healthcare
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