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Abstract

Financial markets are currently experiencing sharp volatility. The turbulent environment of financial markets, the
close relationship in these markets and the significant impact it has on the country's economy, as well as the urgent
need to predict future financial and economic scenarios, have led researchers to explore and analyze these inter-
market relationships. Studying how the returns and volatility in one market affect other markets has always been
one issue that helps investors and policymakers to make optimal decisions. Given the importance of volatility
spillovers in the Iranian financial market, this study aimed to investigate the effect of the volatility in the foreign
exchange, gold markets to the capital market in Iran. In this regard, in this study, the effect of volatility spillover and
noise trading of gold and foreign exchange markets on volatility in capital market returns has been investigated. This
descriptive study was conducted using the daily and monthly data from the foreign exchange, gold, and capital
markets from 2010 to 2019 and to analyze the data, ARCH and GARCH models have been used. The results of this
study showed that the abnormal volatility of the capital market in the previous day positively affects the abnormal
volatility of the capital market today, indicating that if money flows in the capital market, which indicates the flow
of money in the capital market from yesterday, increasing the transfer of emotions to the current capital market. In
addition, the abnormal volatility in the of gold and foreign exchange markets in the previous today has a positive
effect on the abnormal volatility in the capital market today. The positive effect of this effect indicates the flow of
money in the foreign exchange and gold markets and its volatility spillover into the capital market. Overall, the
findings of this study confirmed the positive impact of the foreign exchange and gold markets on the abnormal
volatility in the capital market in the short term (daily) and long term (monthly).
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