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Abstract

In this research, the effect of oil price shock on the return of the Iranian stock
market has been evaluated using a new quantile-on-quantile approach. To do
this, first, the oil price shock has been calculated using the structural vector
Autoregression method, then the effect of the oil price shock on the return of
the Iranian stock market has been investigated using the quantile-on-quantile
approach. The statistical population consists of the data related to oil variables
and the stock price index of the Iranian stock market. The statistical sample
includes Y+ » observations of the monthly data related to the oil variables and
the stock price index of the Iranian stock market during the period of YYAe: )
-Y€.): VY, The results of this research show that the effect of the oil price
shock on the Iranian stock market varies across different quantiles of the
Iranian stock market returns. A negative oil price shock has a larger effect on
stock market returns when the stock market is bullish. Also, in the normal state
of the stock market; Positive oil price shock have a large negative effect on
stock market returns. Based on these observations, it is concluded that the
relationship between oil price and stock market returns can depend on the
nature of oil price shocks and the performance of the stock market.
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