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Abstract

The aim of the current research is to examine the connection between the global crude oil futures market
and the domestic markets of the crude oil dollar and gold coins. The current research is practical in terms
of purpose and quantitative in terms of the nature of the data, which was carried out by the method of
collecting documents. The statistical population of the research includes the daily exchange rate data in the
informal currency market and the daily price of Bahar Azadi gold coins in the Tehran market. Markov
switching regression method has been used for data analysis. For this purpose, the daily data of Tehran
markets for the period 2018-2021 were collected and analyzed using BTVC-VAR regression or Bayesian
VAR estimation with time-varying parameters. The findings of the research showed that there is a
connection between these three markets and the volatility is transferred from the global market of crude oil
futures to the domestic markets of crude oil and gold coins. Of course, this transfer of fluctuations is very
intermittent and temporary and will be dampened in the short term. In addition, the Diebold-Yilmaz index
also indicated the fluctuating nature of the connection between these markets, so that in the long term, at
some points, the connection is weak and at other times the connection is strong.
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Extended Abstract

Purpose

Crude oil future contracts become important both from the perspective of oil in the eyes of global financial
activists and from the perspective of oil in the eyes of market supply and demand forces. This is why these
contracts are considered as assets that play a prominent role in the connection between financial and even
global commodity markets. The informal foreign exchange market in Iran is one of the most important
means of reflecting the general vision of citizens about the future economic conditions of Iran, which shows
itself in the form of increased demand for foreign exchange and jumps in the informal exchange rate. The
importance of the informal foreign exchange market in Iran is that it is considered as a parallel and
competitive market for the stock market, and if the connection between the oil futures market and the
informal foreign exchange market is confirmed, the effects of the changes in that market can also be spread
in the Iranian stock market. checked the gold coin trading market in Iran is also another parallel market for
the stock and currency exchange, especially in inflationary conditions, people direct liquidity to this market
to maintain their purchasing power, and hence, another unknown aspect of this research. What is the
relationship between oil futures market, unofficial exchange rate and gold coin and whether contagion can
be done among these three markets or not? In short, the main issue of the current research is whether there
is a connection and contagion between the oil futures market, the informal currency market in Iran, and the
gold coin market in Iran, in the period from 2018 to 2021?

Methodology

Vector Autoregression models become relevant when we are not sure which variables of the model are
endogenous and which variables are exogenous, and there is no strong theoretical support for this division.
Therefore, at first, all variables are included as endogenous in the model and the model is estimated as
simultaneous equations; So that variables are a function of their current and past values and each other.
This model is known as the VAR model or the SVAR model (structural VAR model), but in the analysis
of the connection between markets, the variability of parameters over time is at the center of the model, and
therefore, the TVP-VAR model is defined as follows:

Equation 1.

Yo =BYi—1 t & e~N(0.%)
vec(B;) = vec(By_1) + v v;~N(0.R;)

Findings

In a more detailed view, the changes of the coefficient related to the first break of ORT for the GRT equation
become smaller and smaller over time and with an increasing and then decreasing slope, and there is an
inverse relationship between the future yield of crude oil in the world market and the yield of daily gold
coins in the Iranian market is evident. However, the trend of changes in the coefficients of the effect of the
first interruption of ORT on DRT over time shows a different pattern from GRT, and despite the presence
of a positive and consistent relationship in one part of the period, it reflects an inverse relationship in another
period (first half of 2019), then again to the relationship becomes positive and aligned.But the comparison
of the changes of the variable parameters related to the effect of the first to third ORT interruptions on GRT
(blue, red and green lines respectively) shows that the parameters of the second and third interruptions are
similar in terms of trends. But in relation to the changes of the variable parameters related to the effect of
the first to third interval of ORT on DRT (blue, red and green lines respectively), it can be seen that the
parameters related to the first to third interval have a different pattern and the effect of the second and third
interval on futures returns Oil on the daily return of the Iranian dollar takes a relatively downward trend



and a downward trend. Chart 2 shows the connection index between the return of currency and gold coin
in Iran, currency and crude oil futures and gold coin and crude oil futures. The connection between currency
and gold coin and currency and crude oil futures shows a relatively similar pattern, but in the context of the
connection between the Iranian gold coin market and the global crude oil futures market, the connection is
repeated in an increasing manner with a steep slope and then a sharp decrease. Diagram 3 reflects the
reaction functions of the coin and currency markets to the evolutions of the crude oil futures market and
currency and coin markets. These reactions have been drawn for 10 periods, and the developments of the
coin and currency market show a relatively similar trend to the future developments of crude oil, so that
after 5 periods, the fluctuations in the returns of these markets are discounted and tend to zero. Although
the reaction in the currency market starts with less volatility. The reaction of these markets to each other's
developments also shows itself with a large then small range (right side of the graph).

Conclusion

Risk management, especially contagion risk, is of great importance to both governments and the private
sector. Risk management is important for governments from the point of view that the stability of
macroeconomics, especially financial markets, depends on managing and dealing with risks that the private
sector does not have the ability, facilities, or motivation to enter into the field of their management or to
deal with them. It does not have enough power. The private sector also attaches importance to risk
management in order to avoid huge losses caused by market fluctuations or by adopting a suitable strategy,
in case of fluctuations or shocks in a market, it can compensate for the effects of losses in part of its assets.
or cover Qil and currency are among the assets that are very important in Iran, for the public sector and the
private sector. For the government, the price of oil is important in terms of its importance and weight in the
country's general budget, and the exchange rate is also an indicator of stability or instability in the macro
economy. For the private sector, the price of oil is important as an effective factor in setting the government
budget, or the possibility of a budget deficit and its consequences for liquidity and inflation, and the
exchange rate, although in economic theory, it can provide the basis for export development if it increases.
Therefore, understanding the structure of these markets and their connection with global markets, including
the important oil futures market, can help to understand more about their mechanism and fluctuations and
provide the conditions for risk management in the eyes of the government and investors. From this point of
view, the current research is an applied research that focuses on the connection between global markets and
domestic markets, focusing on the market related to the important variable of oil and its future contracts.
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