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Abstract 

This paper analyses the effects of oil prices and exchange rates 



1. Introduction 
Despite the increasing use of 



Zeng (2011) showed that oil price shocks affect stock returns in the G7 only during times of 

overperformance of the market. 

The present study aims to contribute to this area of the literature by examining the 

impact of oil price fluctuations on the stock markets of the BRICS (Brazil, Russia, India, 

China, and South Africa) and Turkey (BRICS-T), a group of countries for which little 

evidence is available (e.g., Catik et al., 2020, and Yurteri et al., 2021) and which includes 

both oil-importing economies such as China and India and oil-exporting ones such as Russia 

and Brazil, thus enabling us to test for differences between these two categories. Moreover, 

our sample includes firms with different ownership structures, various sizes, and several 

average daily volumes of transactions. This compares favourably to sub-indices including 

many enterprises but based on restrictive criteria, such as the liquidity of their shares 

(Sadorsky, 2001, Hammoudeh and Aleisa, 2004)





in virtually all of 35 industry sectors based on the standard FTSE Global Classification 

System, the only exceptions being mining, oil and gas. El-Sharif et al. (2005) found a 

significant, positive relationship between oil prices and oil-related stock returns, but also 

differences across sectors. Boyer and Filion (2007) estimated a multifactor model and 

reported that the stock returns of energy companies are positively related to stock market 

returns in Canada; in addition, their movements can be explained by 











India, and a negative and significant one on the financial sector of Brazil, Russia, India and 

South Africa, but none on those of China and Turkey. They also have a positive and 

significant effect on the i



the time-varying state-space model given by (5)-(9) to include the effects of exchange rates 

and oil prices up to five lags (corresponding to the five working days in a week). The 

estimated time-varying parameters are shown in Figures 1-5. The cumulative sum of the oil 

and exchange rate parameters up to the fifth lag are plotted along with their two-standard 

deviation confidence intervals to assess their significance over time. These results are 

generally consistent with those of Bai and Perron's (2003) structural break tests, in both cases 

evidence being found that the effects of oil prices and exchange rates on sectoral stock 

returns have changed significantly over time and across sectors and countries. This is also 

supported by the descriptive statistics for the time-varying parameters presented in Table 4. 

It is noteworthy that the time-varying coefficients on the exchange rates are larger 

than those on oil prices in most sectors across the countries examined. The sectoral market 

return coefficients are significantly positive for all countries, their estimated value being 

below one in most cases. However, it is above one in the case of the e



of 0.099 and ranges between -0.059 and 0.330. Oil prices had a positive and significant 

impact between 2015 and 2019. However, this effect disappeared during the Covid-19 

pandemic, before becoming positive and significant again at the beginning of 2021 when it 

reached its highest value. In Turkey, oil prices had a negative and significant effect in the 

early part of the sample period, though the cumulative impact of the estimated parameters 

was insignificant. Exchange rate fluctuations have had the greatest impact on Brazil and 

Russia. In the former, the effect was negative and significant before the 2008 global financial 

crisis. In the latter, it was negative and significant till 2011. In India, there was a negative 

and significant impact in 2004 and during the global financial crisis, but none at other times. 

In China, there was instead a positive and significant impact between 2008 and 2011, and a 

negative one during the Covid-19 pandemic. Finally, in South Africa, the 



in 2008-2014 in Russia, where it peaked in 2018-2019. Finally, Turkey is the country 



the 2008 financial crisis. In Turkey transportation is the sector most adversely affected by 

oil price fluctuations – the average value of this parameter is -0.104, and it 



coefficients, oil prices have a positive and significant effect on the energy sector in all cases 

with the exception of India; a negative and significant impact on the financial sector of 

Brazil, Russia, India, and South Africa; no effect on the transportation sector of Brazil, 

China, and South Africa, a negative one on those of India and Turkey, and a positive one 

only in the case of Russia. 

Our results imply that domestic and global economic developments can affect the 

direction and magnitude of the effects of oil prices and exchange rates on sectoral stock 

returns. The significant impact of both those variables on returns suggests that energy-

dependent sectors in particular are vulnerable to the risks associated with global market 

fluctuations. Consequently, policymakers would be well advised to adopt policies aimed at 

increasing the share of domestic energy production and also the range of energy import 

countries to minimise reliance on i
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Table-2. OLS Estimation Results 
  Oil Price Exchange Rate Market Return !! 

Brazil  

!"#$%&'() 0.008 -0.047 0.626*** 0.228 
+,#-./ 0.137*** 0.003 1.060*** 0.608 
0%,',&# -0.022*** -0.152*** 0.790*** 0.790 





Table 3. Bai-Perron Estimation Results (continued)
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Figure 1. Time varying parameters: Chemicals  
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Figure 1. Time varying parameters: Chemicals (Continued) 
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Figure 2. Time varying parameters: Energy  



! !
".#!/011(&! ! ! ! ! .#!2304+!56%(7&!! ! ! ! ."#!80%9:;!

Figure 2. Time varying parameters: Energy (Continued) 
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Figure 3. Time varying parameters: Financial  
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Figure 5. Time varying parameters: Transportation 
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Table-4. Descriptive Statistics 



Table-4. Descriptive Statistics for the Time-Varying Parameters (Continued)!!
  India Russia 
   Mean S.E. Min Max  Mean S.E. Min



Table-4. Descriptive Statistics for the Time-Varying Parameters (Continued) 
  South Africa Turkey 
   Mean S.E. Min Max  Mean S.E. Min Max 
  !"#.%	 0.516 0.272 0.225 1.043 !"#.%	 0.767 0.049 0.689 0.888 



Appendix 
Table 1: Data Sources and Description 

Countries/ 
Variable!

Brazil China India 


