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Abstract

The stock market, a critical component of financial markets worldwide,
serves as a significant investment avenue. Given that trading in any
market carries inherent risks, portfolio managers strive to minimize
investment risks while policymakers aim to mitigate the adverse effects
of international crises on domestic economies. This involves
identifying key indicators from both international and domestic markets
that impact the domestic stock market. Understanding the
interrelationships between asset returns is crucial in this context. The
correlation between various assets and markets, and the dynamic nature
of this correlation structure, complicates asset portfolio diversification,
which in turn influences the optimal asset portfolio composition.
Globalization of financial markets, facilitated by the free flow of capital
and international trade, means that price fluctuations in financial assets
can ripple through other markets and assets. The extent of these
contagion effects is growing with advancements in communication
systems and the increasing interdependency of financial markets.
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Consequently, a market shock does not remain confined to a single
market; it propagates to others as well. Understanding the contagion
mechanisms between returns and volatility of different assets is thus
vital for multiple reasons. These mechanisms offer insights into market
efficiency. The contagion among asset returns could indicate profitable
trading strategies, suggesting market inefficiency if the profits exceed
operational costs. Knowledge of contagion impacts is invaluable for
stock portfolio selection and management. Predicting market
fluctuations also leverages insights from the contagion of asset
fluctuations. This study aims to explore how shock spillovers from
parallel markets influence stock market fluctuations in OPEC member
countries. This study is applied and analytical in nature. It investigates
the impact of shock spillovers from parallel markets on stock market
fluctuations in OPEC member countries during 2010 to 2020. Data for
this research is sourced from the World Data Organization, using a
combination of documentary and library methods. The vector error
correction model is employed to analyze the influence of various factors
on stock market fluctuations in these countries. Calculations and model
estimations are performed using Excel and Eviews software. The
model's variables include net fluctuation overflow, oil prices, economic
growth, and exchange rates, analyzed over medium and long-term
periods. In the medium term, the study finds that the volatility spillover
function initially decreases and then increases with rising oil prices. In
contrast, the volatility spillover remains relatively stable with
increasing economic growth, showing a slight improvement. The
impact of exchange rate shocks indicates an initial moderate
improvement in volatility spillover, followed by a more gradual
improvement. An analysis of the variance of fluctuation overflow in the
medium term reveals that fluctuation overflow changes, followed by oil
price shifts, are the most influential factors. In the long term, the
volatility spillover function shows limited reaction to oil price changes.
It initially increases sharply and then more gradually with rising
economic growth. In response to exchange rate shocks, the volatility
spillover experiences minimal change, improving only slightly. The
long-term variance analysis indicates high sensitivity of the volatility
spillover function to its own changes and to economic growth, more
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than to other explanatory variables. This comprehensive analysis offers
critical insights into the dynamics of stock market fluctuations in the
context of OPEC member countries, considering various economic
indicators and their impacts over different time horizons.
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Correction Pattern
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