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Conclusions:

Abstract:

The research aims to measure and analyze the correlations between the
returns of the Iraq Stock Exchange index (RISX) and the returns of
commodity markets represented by the returns of the OPEC oil market
(ROPEC), the returns of 21-carat gold market (RPG21), and the returns of
the wheat market (RPW)), relying on monthly data for the period from
January 1, 2005 to December 31, 2023, and using the Dynamic Conditional
Correlation-GARCH (DCC-GARCH) model. To determine the extent of
the impact of the returns of the Iraq Stock Exchange index and commodity
market indicators on conditional volatilities, and whether there is a dynamic
conditional relationship between these markets, the results showed negative
relationships between the returns of ROPEC, RPW and the returns of the
Irag Stock Exchange index (RISX). This relationship may provide
investors with an opportunity to diversify their portfolios and reduce overall
risks. There are also positive relationships between the returns of
commodity markets on one hand, and between the returns of the Iraq Stock
Exchange index (RISX) and the returns of the gold market (RPG21) on the
other hand. And these links indicate that the returns of all these markets
tend to move in the same direction, which means that investors may not
achieve diversification benefits by investing in all of these markets at the
same time. Therefore, it is necessary to increase the openness of the Iraqi
stock market and to seek to enhance its information technology and
transparency in order to increase the capacity and smoothness of
information flow to and from the market, giving local and foreign investors
and brokers more ability to hedge and predict the expected correlations and
fluctuations in those markets.

Keywords: dynamic correlations, market volatility, (DCC-GARCH),
portfolio diversification, risk management.

1. The results indicate varying correlations among the studied market returns. Negative correlations
between the financial market returns (RISX) and the returns of the oil market (ROPEC) and wheat
market (RPW) suggest that these asset returns tend to move inversely, albeit at different rates. This
relationship could offer Iraqi financial market investors opportunities to diversify their portfolios
and reduce overall risk in anticipation of potential future financial crises.

2. Commodity markets, represented by oil (ROPEC) and wheat (RPW) returns, serve as safe havens
for investments in the Iragi financial market. While commodities, particularly oil, can mitigate
financial market risks, their effectiveness in doing so is relatively limited.

3. Positive correlations among all commodity market returns indicate that these assets generally move
in the same direction, albeit weakly. Consequently, investors may find it challenging to achieve
diversification by investing in these commaodities simultaneously.

4. Overall, the weak correlations among market returns highlight the low integration and fragility of

these markets.
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(2
S V) misan i Ll r dgY) Aaall
GARCH (pexdl slhad¥) il L pany Lo g piiall
o8l a5 Y a5 Jal e lld g ¢(1.1)
(o DAL Lgaladinl 5 8 sall ol 1 AG0EN s ) o
(DCC_GARCH) g2 543 Cilalaa 205
Oe 4l (DCC) 4xdsad A (e (Engle) o= 3
Ay Baie Gl i e 0sSE A ) Auls (K) sl
0553 (Hy) 0 g siall (5 by (5 sisay (radall & 5 5
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Ol Saaliall Jdapall LY dalee o8 1)
Chiang et al,) : S sl e Jaay il sde

(1) 0o & B SIS 13 (8 + 6;) g smme Aa i LS o
o gl gl 3l 4y ) paiaad )

(2007:1215 oS
. -1/2 _ g; 1 1 )
diag(Q;) diag (m e T ..(5)
Pye =L (j=1,2,.... )i %]
Qiit

SFRELENCY

(1-6,—0,)q12 + 0,pul,t —1pu2,t — 1+ 6,q12,¢t — 1

pl12,t

DCC- J Lyl il dishian jpaii paii o) ) o 3
3 (Y Al el ey cils e e GARCH
Ala yall g i jiom Al ) sl alaf (GARCH)
;&Cﬂ\ eail) ‘_Ax: Gl el Gu el W) a8 A 4l
) R, = Q;_thQZ_l
e DA (e syaat oy (o @ il ol (S Ll
~ SU il e (GARCH)
Qe =1 =24, —u)Q + A2, (Me—1Mi-1)
+ 11Q¢_q - (8) )
Lboas a5 (Q) o Al il 28 hims (S Cun
Gl all 3 jAaliall Adda ) Jias (1,_qmp_q) Wl (laliall

C 1 /[(1— 0, — 0,)q12 + 0,421, t — 1+ 0,q12,t — 1] /[(1 — 0, — 0,)q22 + O,4%1,t — 1 + 0,422, ¢ — 1]

2303 (Qy) 48 siemall AL sualiall s (q;)) of Cua
(Engel) z3saill pdia o gy adle 5 ¢(]) 32ac) 222 5 (i) Lhanl
sVl O An sk abataly clabed)
& cldedl e Jxi (@) of ¢us (Log/Keilhood)
dlaall o385 iy ¢(Ry) 2 Slaladl e (D) 5 (D)
Al Jealy
1,(9,®) = [—1/2 Z(nlog(Zn) + log|D:|2)tt
=1+ ¢D —2eT] + [—1/2(log(2m) +
log|RelieRy — 1py — pepe) tt = 1] ...(6)

DCC-JL.}\Jﬂ\ 48 glina  ya8) Caand) 2 ‘_g(;\:wl.as
48 shimall jealic Maiiug (3)gul da )l 2l GARCH

(Qpq) 3> 5l 79y - Gl <
, | ’}4“"”‘5""‘3 iy - . (I(?;aybo%an, 2%13. 79) : Jull J<a
s g gaal) (§) g il gad Addia gl Cileluaay) 1 11.t 0 0
el bl Adea s Al 50 6l paly Yl U osi ua Dy=| O V2t o — g | (D)
Lt Judladl sjjt_i\y@u.g\dizﬁ a0 dal o 8 8 gs.tm
& JC_.A}.)‘;U\ d}A;l\) “mj)q.d\
A g jaal) (3 ) i) g A gl) il luaa) (2) Jgand)
Mean 0.0050453 0.0010804 0.0028176 0.0015656
Median -0.000138 0.005840 0.001860 0.000469
Maximum 1.0355 0.16747 0.07706 0.030753
Minimum -0.15939 -0.28223 -0.12707 -0.044624
Std. Dev. 0.081085 0.047996 0.022109 0.007050
Skewness 9.3173 -1.2925 -0.72817 0.32941
Kurtosis 113.27 7.5457 5.8480 10.918
Jarque-Bera 1.2464 601.74 343.53 1131.5
Probability 0.0000 0.0000 0.0000 0.0000
Observations 227 227 227 227
Q?(10) 0.069620 115.503 16.4285 7292.960
ARCH (10) 0.006225 14.611 1.7335 *11.290
ADF -6.998™ -7.917 -7.269™ -3.330"

.OX-Metrics gl aladiuly g 4wl jal) ciliby o el cfiald) dae) : jhadl)

Lo gie of a3l 3 il odgd Lt I Y pre e
B e dile (38a Cua g o) OIS Gl el gan il 50

djd;j\ L:J o)ALH\ @LA;:)!\ c_‘a\:\.ﬂ\ B ES e c.mﬁ..g J}
138 5 el 5 2l )il 3 ped B pale A 3 5o 5 (2)
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G5 J8E 65 G (RPG21) <l G5+ 5 (ROPEC)
e dyasll nS Jldial ) ) de Gladl s il gall
hises zalll (3 gm oliiuly (3 ou¥) 028 8 dimidic Nl e
Uia 2 ga g Liayl Jaadl WS ULl (55 52U (3 jall (3 g
S| (Kurtosis) galial) cibibas cuilS S () 5l 3SLaws
N ge Judles Gl pail iy Lae dassgiall s ST a5l
o Wl A oS 2T a5 ¢ gmlall o5 5ill (g <l il
3_uSll 2l X535 3) (Jarque-Bera) Jbisl clilas) J3A
G ) IS 8 ) sl Ll mae ) (Jarque-Bera) sy

Jaray AV 2l L sie (RISX) &bl (315550 G5l ol
gl bii (Bew Nle s g 2 ¢(0.0050453)
Last ¢(0.0010804) Jaxas (Y1 2ilall laws 5 (ROPEC)
e cllal (Std. Dev.) dbeal il aiy) mua s
Al (358 o) 3 s 5yl A ) JusDlall A 5 il
&l (RPW) zalll 55w 52l (9%0.007050) o
Ll G B1all G pdise il sal (%0.081085)
G AV adudl e alias Ll dalu of sy LS (RISX)
Ge S el (g lme Gl ad) s 38 LN Gus (e
Sl Jaladd ALl il i LS (o A ol

(S e gy Al JRE 5 cAad jall sae P el o ) 6l Lall  Gsw et g Al (Skewness)
Density _ Distribution
[ 1.o0H=—==H
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A
1 L L 1 1 1 1 1 1
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S0 _E "
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A g paall (3 gul) i) gl adall a5 o) LA il (1) SN
.Ox-Metrics gl Ao dais Yl cbialdl dlas) : jaal)

3 ymall Bas sl H3a <l HLaa) JYA (e A syl Gl puaiial)
Al S Laal) w2 (b 5 3) ((ADF) s (Sl
Gl ysial) gaan 2l se of () el lae o ) 314 jial)
Jonlie Au g adl @l puaiall 2 gl ALl ol ale 5 Al
paxy a5 piall I laniV) oz dlad) aad 5 cadaill (e 2y al
Lnlie (il aaeie daerall gladdU ol Guilas
Aok il (@idals ;Y1) clEted) 5 il Jylasd

00 sall G (R s b)) 2 gy Ol Al Al )<
3l gall A8 ja (oa pm ds o) (3 ) Gl yuaial Ay el
Al J<al O3A (e Al yall 0. DA

dle g Geel US4 (2) Jsaad) dIA (e Giad LS

JSiy 5) el Aadadd danlie & & A g aall il il
=N I PPN R K A PP T (KPS N
A5 yaall e 1 Judlall 8 Al (ARCH) <l
Il e dadadl (Ljung-Box) <l jbaal of Jaads 3)
dua Al =i 5 (QP10) il (10) s Axal
353 s e Sy g Les o b Lol )l 3 ga 5 p2al 4y il
ARCH Ll o LS el jpsiall (a8 313 Ll )|
4 jall 4uia il 28 5 Lagrange Multiplier (LM)
Ll gy ) el lae ((ARCH) @l ili 2 sa g aald
Ve i e Uas ) ALYl ¢S (ARCH)
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——+ RIS -=—a ROPEC
——— RPG21 -=-= RPW

2010

2015

2[::2[:'

A g paall (3l gl 2 gad Ay ) il gad) AS ja (2) JS)
.Ox-Metrics gl o AaisVl Gall) alae ) ; juaal)

vt = Log(pe) — Log(pt-1) ... (9)
A (P) 5 ote sl Sladl s () 10) s
5= 1) o Bl 2 (Peyg) 5 6(E) 0oV P
(bl wi e S (Log)
&ub.u.\l\é&_)ﬁ_)ﬂbu)u)ﬂ\ b&u@md\
(3) JSally callaall Ll sine o Yy <l il e
A g 5l <Ol yaaial) ﬁ\)ﬂ@w\e}u_}\ T 52

OO s s adall (5 8 ]

i Gl e Al ey e I ket a3 LS
o)) il A 5l ey e sl ) gad) lasinl g ) uiall
Haydee & Ramon, ) :Aull 45, ylall (38 5 LAY (338a3
(2008: 7
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A g el (3) g i) gad Ay pgil) Aria 31 Juudlal] A 2 gau 1) (3) JSE
.Ox-Metrics gwbin e eVl cfalil) dlas) ; jlaal)

2ilall uy ‘Ga_u).d\ 2ilall ‘; ngs ‘;ﬂa LLuJ\ uﬂ ):“"“:‘
Aiaill el Al Al Abal ey e il
Gl G Giey 15 eld (10) JSall 8 dua s el
o2 lSaaliny ol () Had Lee Bl panty o il
(SN aBY) Cag ok e Adline Jal gy 5 Gl s

e (5 il g L) Gl aas (3) JSa Be) B JMA (4a

(e B paie Oy S (e Agldie Gl )3 35y )
5l 200 gall f el el 1 (e 6 Sl lans) S jas
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(RISX) Sl G sudl Xl e 5 (RPG21) cadll (g (1o 138 5 palinaall (Jelie) Sy ginas o3 gudl Slaal
«(rho-32) (ROPEC) s (RPG21) 3l s 5 «(rho-31) Sl 2 e e Jumdl JSy il A e Sy 4
(RPW) il s 5 «(rho-42) (ROPEC) 5 (RPW) i 52 5 saswia deanall ellad Gl uilad sy dday i)
3sas ) el bl )Y o35 ((rho-43) (RPG21) s NE BTN
L L Bt Al il paiill (3 gu¥) 038 8 230 gall dpilisns :(DCC-GARCH) glisai i gilii 2
S5 A a1 G AT ey el e (Saalins S Saliaall oyl s J¥) 3 g el yead (3) J )
Mo s Glo 5k Glomd) gaal pdsd lall s e sl 3l sl Xl se U o (DCC-GARCH)
L) o3 il ) colad¥) pudity (5 AY) Gl gV 2y 30 i s @) 58 a5 (ENgle) dameie e Liaaie) Eum
(RPG21) cadll (3 5ms 20 s i (41 e (%20) dpns L 39 55 A g _pdall Agia Sl JuSladl el 5 5il) 3 g g e
il Gaa 3 (ROPEC) kil (5ol vl e il e Ay Al i ildal ) s g 4l i g Aipand) J g2l

AV G (g A Ll JS il se SIS (G jdiall (e U sinae CALAS (s 5a (e )

A gaall (319 2l o Jo (DCC-GARCH) gisal i guilii (3) Jgaad

B e e o e

% SERIES ks
S 3 R R R R R KR K SR R
H1: RISX
H#2: ROPEC
#3: RPG21L
#H4: RPW
B e e S e e e e kb e S

=+ MG@RCH((1) SPECIFICATIONS *%*

O o o o o o o e e e e e o T
Conditional Vwariance : Dynamic Correlation Model (Engle)
Multiwvariate Student distribution, with =2.38936 degrees of freedom.

Strong convergence using numerical derivatiwves
Log-likelihood = 2587.67
Please wait : Computing the sStd Errors ...

Robust Standard Errors (Sandwich fFormula)
Coefficient sStd. Error t-wvalue t-prob

rho_21 -8.90a3782 2.1e285 -@.a036877 e.9797
rho_321 2.932014 2.987911 2.3642 e.71l61l
rho_41 -2.221717 2.976e221 -2 .999 2.290040
rho_32 2.200678 2.976452 2.625 2.909093
rho_4a2 2.290458329 2.987628 2.5231 2.s8014
rho_4a3 2. 911782 2.9284520 2.1394 2.8893
alpha 2.980518 2.951980 1.549 2.1228
beta 2.1l86977 2.36621 2.5196 2.clo2
d-+ 2 .389365 2 .20475 1&6.55 2.90800
No. Observations : 227 No. Parameters 2 29
No. Series H 4 Log Likelihood H 2507 .667
Elapsed Time : 8.878 seconds (or 8.80812 minutes) .

.Ox-Metrics gtz A AdeVL Glaldl alae) ; jadll

Gllae ¢ sane o (3) dsaall DA (e Baadl daa
25 Sle Ju L ¢(0.267495) &b (beta and alpha)
dashll gad) e cllals Y1 34y )l et

(DCC-GARCH) zisal Hosking ¢« Li and McLeod i) gl (4) Jead)

#5a gal) 3 gl 5B gl 3 9o o 5

5 82.0258 [0.4162694] 35.0623 [0.9999932]

Hosking 10 128.368 [0.9687347] 74.4900 [1.0000000]
20 250.401 [0.9984297] 171.503 [1.0000000]

50 624.856 [0.9999989] 624.412 [0.9999986]

5 82.1799 [0.4116084] 35.8089 [0.9999892]

Li and McLeod 10 129.698 [0.9621830] 76.6496 [1.0000000]
20 254.547 [0.9971224] 178.338 [1.0000000]

50 646.422 [0.9999793] 639.729 [0.9999889]

.Ox-Metrics gbin o sl cfalal) dlas) ; juaal)
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4
505 205 105 ¢ 5 paldll ¢y i eUad) Cilas y 488 el Adlas) Aadll o (4) Jsaall (e iy WS
O ASudiall dha 8l il Y may Jull Jal G sime oo SI ((Hosking, Li and McLeod) (sies

23 ) X0 5o G Ll sy e o Ja) 13 ((%5) dysine

[— COFRE._RISE FPGa1]|
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PR I S SR T SR S S T T
2010 2015 2020
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=]
(=)

A g 2all 3 9ul) 2155 o (ENglE) (Sablaal oyl LS V) (4) Je
.Ox-Metrics gl Ao dais Yl cfialdl dlas) : jaaal)

La (5 gaall JUEH) Jiay 138 5 cJaand Al ALl byl jlaia¥l ) s Xl e LSS (G il )Y (4) JSE) G 3)
dadi yall A8 jikal) cllal) (5) J<al Xghg 3 g o ol LS (o e b€ il Gyl o Cua Ay )
Ayl (3 gy il gl e YY) ol dala el )Y 8 ol gl ) 5 ga 5 Ula W)
0.00 H——rr ot 0015 T—eow w=e wooaT]
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DCCengle) i sad (38 5 A g stall (3) gl 2l 9o (i Aa pl) & jidiall ol (5) JS&)
.Ox-Metrics gabix o AaieVl Guiall) dlas) : jaaal)

Lol i) e J seandl 3 (o 20 ((DCC) (oSpalial O oS L (s e 4030 Llal) ¢l 1)) Lo (andl
e ol Ul el Aalal (GARCH) e (e Lha gl Clelan) i b (o 2§l ) Jis
a3 (a8 (3 yh e aly (Salinall i) o) i) 46 sdias gisai aladinl (Kay adl N as gl (3)sud
Jsaally cdasl jill A8 shuma (& ontd I Hhal) jualial sl GlsmY) (e L ASuliy yasdl (DCC-GARCH)
ok LS 5 (3l gl 200 gad Lol i) 48 shimn 5 e 0 (5) bl Loy il 46 hiae aaad U ol Gun il Jae
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Ay paall (3 gud) 33 2l DCC-GARCH < Jayl i) 4 giuaa 4uaks (5) Jgaad)

Correlation matrix:
RISX ROPEC RPG21 RPW
RISX 1.0000 -9.11504 ©.020939 -9.038402
ROPEC -9.11504 1.0000 ©.11545 ©.076928
RPG21 ©.020939 ©.11545 1.0000 ©.12861
RPW -9.038402 ©.076928 ©.12861 1.0000
.Ox-Metrics gakis s sVl Galal) dlae) ; jaaal)
(ROPEC) Liill (3 gus ) a3 dliaiall Zualull (3) ) 2 Oe JS O Ay Gl Y1 (5) dsaall el dua
Jlaitiad Aiel €133 225 ((RPW) geaill (5 5as 201 5 (RPG21) calll (3 gos il 5o 5 (RISX) (Al (5 gusdl ) 5
IS ladill g ole IS8 alidld ¢ 81 ) Ml (3 sull 8 B 2 sal) s G Anlag¥) Gl Y5 dga e
A () s 8 laladl) Qs e 5 ol agal als Jaci (3l 51 028 30 5o Ol iy 138 5 oo Al g (e Al
Lol s A da a8 ) g8 paianall (38 W 138 5 colad¥) i (8 & el )
Se maen (o Al il ) gl ¢l WS 3 OV gl i 3 (31 pu) o3 3 LB DDA (e g 5
J ¥l oda JS 2l se o) ) 50 138 5 cdualid) (3) ) @A lalaall gl ) (o i 138 5 agiy el Lol ) cllia
i sy oSy ol (uds (& & il ) Jaas o Al igan G 1Y) o3 o Gam 51 (B Juans
Gsmabing Y Coaiuall O Ja 1as S s ) Gl 3 Ll 335 () (s b (8 JUall Ja
o3 Jgaaly Jlainl) JMA e (g et a5 (Gaiad )5 028 (ol yaliall Al 55 ) s any L s J3Y)
S el B (3) g OS5 O S Vs Lpnand il D 5S8 ly leat Y
J<i 3 sl il ge o el V) s o f B WS 4 Joan Ly )1 ) lalial) (pe da sad Lgaany 8 <l i)

Rlisil 5 (3 sl o2 Cina e Jay 138 5 ddpmaa ol

LelalSi A o
sbua gil) Ll
(ol ol e 555l i) ol i all aadlasl
CILaBY) 35 508 85 55 22 Jadill gl ) (e Sliad
S (o) 50 ) o a8 haad il la cad daiiall
Sl @l 8 a3 sul o
) Al el s Alall 31530 (3l (3 gme i) 8Ly
33l 3ol ) Jal o @l g dudlad) 5 dnla gladll adeli€
e Laa ¢ smdl ()5 (e il sheall (385 3 AUl
Ga el b ulendly il Gulaall (et
4l gial) i) 5 caldalys )V il g Ja gaill e 5 a8l
sl ells &
pd el Cila glaa (p pafioall Canall 13 ilG j3 g5 N8
A jlaiinl) aghidlae sty Aalall el ) al dlasl
xba) de sSall ol Bl an 28 LS ¢ jlalaall Julii g
JIA haladll 5l A asdelid Gl glaa (Clalal)
Ll Yl yié
XYY O Q\.kl_ﬁ‘)m 'éjjjald\ Z\HAH\ L; ).L..\S\ :gmhi
Al 35 e sa) Ganads @l ) 8 35 die 3 )
Jal se il GLaKiu) g Capeall (5) sud Jie saa 31 suil
ol (S 5 ASaalipall el yY) e IS slay)
AV Jspal) el e (DCC-GARCH) gisei
Sle J—'\-.'; abiaall (peadl Baas Goh nshis
S e gl Gy aladin) sl (i) 5 puiall Uals HY)
Al 55 A8y ST il aail a5

Sl se (e IS O Apladl il )Y Laiy < QAY) Lguany b
4Ll (ROPEC) Ll (3 5 23l 52 5 (RISX) (Ml (3 sl
3l se 5 (RISX) el ol ilse (s ¢(-0.11504)
of U i (-0.038402) 4alldls (RPW) geadll (35
o ol G e il L)) aety gplal US S se
La i o petionall 363 08 4801 02 ol 5 ¢CpauSlatia aaladil
atinnall Sy Cus dilaa ) il S5 5 aglablae oy 53l
s el (B gma s Dadill (B gms (1 IS (B 3 i) £ 5 u‘
o LA LS c‘_ALAM d}.w“ ‘_g ULASL»Y A I axd
s AY s (e Glias Aualinl) L i) b,y
ey 131 (B ) 55 5e pa (81 ) (G DY)y
<l il o cl ) LAl MG aie ClEa) 028 Al ya (g paiiiall
8 anaelud (3l sl 2l ey MRl agd ()Y ¢y jlaiinY)
Nlall G 0ls daadl agd Ay Ayl Lilas ol

bl
Gl i) g claliiiuy)

sclalitiay) oY

G35 ) g (5 gliia il ) 3 g 5 il o pelal 1
Gl 2l se e JS G Al el YU s gyl
Lall §su Ny dea oo (RISX) S
iex o (RPW) zalll Gsw Yises (ROPEC)
‘;\S“Lmj\eg_g.au,ﬂm\ds:a\}c u\‘;\j}uﬁcdﬁi
Adlide iy paSlatie cpalad) (8 & el ) s
Syl L G5 gl 3y peisall 5 08 28Dl 03
3 ) AlaaY) B (i 5 aglailae oy siil s i
Aoliiose Alle Ll i gan o gl () um yah
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