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Abstract

The effects of overflow and contagion among the financial markets due to the relevance and
sensitivity of investment to economic and non-economic events has been of great importance in
studies of financial and economic literature in recent decades. The present study also examines the
effects of overflow among the foreign exchange markets, gold, stock exchange, industrial
production index, oil, global base metals index, housing and banking sector in the stock market.
In this sense, a multivariate model based on semi-Markov chains was presented to describe the
final returns of financial markets, so that it is enable to depict the evolution of returns by expressing
the serial dependency of return on assets by combining past events. Given the probability of the
impact of sudden shocks on the relationships between financial markets, the Copula function was
used as an analytical tool to estimate the correlations in addition to consider shocks, their weight
and direction by providing the possibility of time varying nonlinear analysis as well as used to
measure the structure of the dynamic dependence between financial variables and also it is
discussed the financial asset fluctuations, investment risk measurement and portfolio optimization
through combining it with Markov's model eventually. The results showed that there are overflow
effects among the investment markets in Iran and these effects are asymmetric considering the
results of the estimation. In other words, it can be stated that the investment markets in Iran, due
to the importance of investment portfolio and the impact of economic and non-economic events,
have asymmetric effects on each other in overflow fluctuations and the net effects of overflow and
the impact can be obtained by their outcome.
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