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Introduction

Due to the increasing globalization and integration of markets, the price fluctuations in financial assets have spread to
other assets through the expansion of business relations and communication tools in recent years. It is important to
understand the interrelationship between financial asset prices and their impact on other assets, as changes in one
can lead to changes in the other. As a result, international investors begun to seek alternative ways to diversify their
assets. One such alternative is the products of the Islamic financial sector, which has experienced rapid growth in
recent years, particularly after the global financial crisis of 2008. This can be attributed to the key features of Islamic
financial contracts such as risk sharing, direct connection to the real economy and low leverage. The current research
aims to answer the question of whether the fluctuations have spread from conventional stocks to Islamic stocks
during the Covid-19 crisis by examining the correlation and spillover transfer of fluctuations between Islamic and
conventional stocks. Additionally, the study seeks to determine if Islamic stocks can be considered as a cover asset
or a safe haven during times of crisis. To achieve this, the daily data from 2018 to 2023 on bonds, sukuk, oil, and gold
stocks were collected from official and reliable international sources and analyzed using the BEKK AGARCH method.

Method

This research uses time series data during the Covid-19 epidemic crisis and the VAR-BEKK-AGHARCH approach in
order to analyze and investigate the transfer of momentum between conventional and Islamic indices and to detect
the fluctuation overflow in the investigated markets. in which the conditional mean equation and the variance equation
are estimated simultaneously. The mean equation is estimated in the form of VAR model and the variance equation is
estimated in the form of BEKK-AGARCH model from the resulting residual terms. In this study, the two-variable VAR
(1,1) average equation can be defined as follows:

Re=wgp+yPRe+ & +7¥e_) (1)

thath the return of two Islamic and conventional financial markets, as well as oil and gold,  is a vector (4x1) of

constant expressions, ¥ a matrix of coefficients (4x4) of delayed returns (with a break) of four financial markets, &t
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residual sentences of the markets. ¥ Square matrix (4x4) that shows the effect of delayed residuals. Therefore, it
explains the yield spillovers on financial markets, including Islamic and conventional markets.

Findings

In this study, the mean test was conducted using Dickey-Fuller and Dickey-Fuller generalized unit root tests were
performed on each of the variables. The results showed that all variables were at the mean level. To investigate the
presence of the Arch effect in the selected time series, the Lagrange coefficient test was performed. The null

hypothesis of no heterogeneity variance at a 5% error level was rejected, indicating presence of the Arch effect.

The diagonal vector Garch model with a normal error distribution was found to have the maximum accuracy in
estimations and the lowest Akaike criterion. Additionally, the probability value for the VECH (1.1) model was higher
than that of other models, suggesting that the diagonal Garch model is suitable for analyzing yield rate fluctuations of
data. Also this model was used to the simultaneous estimation of average and conditional variance of daily returns for
bond, gold yield rate, sukuk yield rate, and oil yield rate in three periods: the full period, the pre Covid-19, and the
post Covid-19.

Table: The results of examining the effects of fluctuations in bond, gold, sukuk and oil markets

Title full sample Pre COVID-19 Post COVID-19
A(1,1)? 0.4375™" 0.3948 0.9108™
A(1,2) -0.1235™" -0.1472™ -0.0813™
A(L,3) 0.2132"" -0.0138 0.4506™"
A(1,4) -0.0457" -0.0082 0.0287™"
A(2,1) 147 -0.0601 0.3413
A(2,2) 0.4908™" -0.7129™" 0.6189™"
A(2,3) 0.8505"" -0.3739 -0.2572
A(2,4) -0.0492" 0.0123 -0.0850""
A(3,1) 0.1319 0.2020 0.6533""
A(3,2) 0.1921™" -0.3070™ 0.1639™"
A(3,3) 0.2394™" 0.3962""" 0.0385
A(3,4) 0.0555™" 0.0096 0.0175
A(4,1) 0.7996 -3.8188 5.18™
A(4,2) 0.5909™" 1.4560 1.351"

1 Numbers 1 to 4 are the variables of oil, gold, bonds and sukuk, respectively. The results related to Manris coefficients B and D
are given in the appendix.



A(4,3) 0.1034 2.0545 -2.3089"

A(4,4) 0.5403" 0.0622 0.8962™"

The Significance of Aij shows the amount of spillover of price shocks of one market on the price of other markets.
As expected, the influence of the markets on the price shocks of other markets in the post-Covid sample period has
increased compared to the previous sample period. This indicates a decrease in relative price stability in these
markets in the post Covid-19.

The Significance of Eij in this period shows the amount of turbulence spillover from market j to market i. Similar to
the spillover effects of internal turbulence, the spillover effects of mutual turbulence have also increased relatively in
the post-corona period, suggesting that the markets are more affected by the fluctuations and turbulence of other
markets. The coefficients of the Iij in the matrix show asymmetric effects. The Significance of Iij indicates an
increase in the amount of negative news spilling over to the markets in the post- Corona period compared to the pre-
Corona period. Therefore, based on the negative news overflow index, it is evident that the level of risk and
uncertainty has risen in the post-Corona era.

Conclusion

The results indicate a significant transmission of shocks, fluctuations, and negative news in all financial markets
during the period under review. The significance of the coefficients of the ARCH and GARCH effect matrix in all three
sample periods demonstrate the impact of the current turbulence from its previous shocks and fluctuations, as well as
the impact from the shocks of other markets. Additionally, there has been an asymmetric two-way inter-market
spillover between the analyzed indicators. As expected, the overflow of shocks, negative news and turbulence
increased in all the investigated indicators during the post Covid-19. This shows that the Covid-19 epidemic crisis, as
an all-encompassing crisis, has led to increased uncertainty and increased fluctuations among all the indicators that

have been examined.
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