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Abstract

One of the most important goals for investors is to determine the optimal asset
weights and appropriate risk-hedging strategies based on the holding period of each
asset. Accordingly, this study investigates the optimal investment portfolio and time-
varying risk hedging among exchange rate, gold coin, housing, and stock market
assets in Iran during the period 2006:03—2023:08, using the Time-Varying
Parameter Vector Autoregression (TVP-VAR) model. The results indicate that the
stock and exchange rate markets act as net transmitters of volatility, while gold coin
and housing act as net receivers. The total connectedness index reveals increased
interdependence among these assets during the sanctions and COVID-19 periods,
thereby limiting diversification opportunities. Furthermore, the results show that
cumulative returns under the Minimum Variance Portfolio (MVP) approach are
higher than those under the Minimum Connectedness Portfolio (MCoP). The best
portfolio strategy involves short-term investment in stocks and long-term investment
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in housing. The findings highlight that the optimal risk-hedging strategies and
optimal weights in the portfolio must be tailored to market status and hedging
effectiveness among assets, which should be considered by investors and
policy makers.
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