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ABSTRACT

This study investigates the connectedness between the dynamic fluctuations
of the exchange rate uncertainty and the fluctuations of various industries in
the stock market in the time and frequency range (short-term, medium-term
and long-term) during the monthly period of 2013-06-2023:05 in Iran. Using
the time-frequency connectedness approach developed by Diebold and
Yilmaz (2009, 2012) and Barunik and Krehlik (2018), the results show a
significant connectedness between macroeconomic variables uncertainty
fluctuations and fluctuations of various industries in the stock market in the
short and medium term, while this connectedness decreases in long term. In
the time domain, exchange rate uncertainty acts as a transmitter of shocks to
different sectors of stock market. In the frequency domain, fluctuations of the
net uncertainty spillover of the exchange rate in the medium term are more
than in the short term and long term. This shows that exchange rate
uncertainty in the medium term transmits more shocks to sectors of different
industries of the stock market. Also, in the short term, the chemical, cement,
basic metals, investment, and pharmaceutical sectors, in the medium term the
petroleum products sector, and in the long term, the petroleum and chemical
products sectors are more vulnerable and more affected by the exchange rate
uncertainty spillover. It is recommended that the policy maker adopt macro
policies and the investor to gain profit in the stock market should pay more
attention to the sectors that are more vulnerable in the conditions of the
exchange rate uncertainty in a different range of frequency
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