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ABSTRACT

The present study aims to analyze the spillover of oil price volatility on the economic indicators
of the Iranian railway transport sector, including value added, freight transport, and passenger
transport, for the period 1371-1403. For this purpose, the bivariate econometric model
MGARCH-BEKK has been used. The findings from the model estimation show that the
non-diagonal coefficients of the shock matrix (A) for all three railway indicators are positive
and statistically significant. In other words, oil price shocks in the previous period significantly
increase the current fluctuations of value added, freight and passenger rail transport, and the
spillover of turbulence from the oil market to the rail sector is also observed in a two-way
(self-influenced) manner. Also, the diagonal coefficients indicate the impact of each variable
on its past shocks. The normality test of the residuals also confirmed the normality of the error
distribution. Based on the results, increasing oil price fluctuations create more turbulence in rail
indices, and positive or negative news from the oil market causes an increase or decrease in
fluctuations in this sector, respectively. Therefore, it is suggested that macroeconomic
policymakers reduce the vulnerability of rail transport to oil fluctuations by designing
stabilizing mechanisms, regulatory institutions by requiring risk disclosure, investors by
diversifying the fuel portfolio, and risk management by developing scenarios to deal with the
crisis.

Keywords: Turbulence Spillover, Oil Price Fluctuations, Economic Indicators of the Rail
Transport Sector, MGARCH-BEKK Model
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