
Accepted Manuscript

The impact of oil-market shocks on stock returns in major oil-exporting coun-
tries

Syed Abul Basher, Alfred A. Haug, Perry Sadorsky

PII: S0261-5606(18)30319-X
DOI: https://doi.org/10.1016/j.jimonfin.2018.05.003
Reference: JIMF 1914

To appear in: Journal of International Money and Finance

Please cite this article as: S. Abul Basher, A.A. Haug, P. Sadorsky, The impact of oil-market shocks on stock returns
in major oil-exporting countries, Journal of International Money and Finance (2018), doi: https://doi.org/10.1016/
j.jimonfin.2018.05.003

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers
we are providing this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and
review of the resulting proof before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jimonfin.2018.05.003
https://doi.org/10.1016/j.jimonfin.2018.05.003
https://doi.org/10.1016/j.jimonfin.2018.05.003


  

The impact of oil-market shocks on stock returns in major oil-exporting countries
†
 

 

 

 

Syed Abul Basher 
Department of Economics, East West University, Plot No - A/2, Aftabnagar Main Road, 

Dhaka 1219, Bangladesh 

Email: syed.basher@gmail.com  

 

 

Alfred A. Haug 
Department of Economics, University of Otago, PO Box 56, Dunedin 9054, New Zealand 

Email: alfred.haug@otago.ac.nz  
 

 

Perry Sadorsky 
Schulich School of Business, York University, 4700 Keele Street, Toronto, Ontario, M3J 1P3, Canada 

 Email: psadorsk@schulich.yorku.ca 

 

 

 

December, 2017. Revised May, 2018 

 

 

Abstract 

 

The impact that oil-market shocks have on stock prices in oil exporting countries has 

implications for both domestic and international investors. We derive the shocks driving oil 

prices from an oil market model that explicitly identifies speculative trading in the crude oil 

market. We study the nonlinear relationship of oil price shocks with stock market returns in 

major oil-exporting countries in a multi-factor Markov-switching framework. Flow oil-demand 

shocks have a statistically significant impact on stock returns in Canada, Norway, Russia, 

Kuwait, Saudi Arabia, and the UAE. Idiosyncratic oil-market shocks affect stock returns in 

Norway, Russia, Kuwait, Saudi Arabia and UAE. Speculative (oil-inventory) shocks impact 

stock returns in Canada, Russia, Kuwait and the UAE. Flow oil-supply shocks matter for the UK, 

Kuwait, and UAE. Mexico is the only country where stock returns are unaffected by oil-market 

shocks. A portfolio that uses the Markov-switching probabilities to switch between equities in 

the low volatility state and T-bills in the high volatility state outperforms a buy and hold strategy 

for some countries. 
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