
Author’s Accepted Manuscript

Financial Crises and the Nature of Correlation
Between Commodity and Stock Markets

Mehmet Fatih Öztek, Nadir Öcal

PII: S1059-0560(16)30283-0
DOI: http://dx.doi.org/10.1016/j.iref.2016.11.008
Reference: REVECO1324

To appear in: International Review of Economics and Finance

Received date: 14 August 2014
Revised date: 14 November 2016
Accepted date: 15 November 2016

Cite this article as: Mehmet Fatih Öztek and Nadir Öcal, Financial Crises and the
Nature of Correlation Between Commodity and Stock Markets, International
Review of Economics and Finance, http://dx.doi.org/10.1016/j.iref.2016.11.008

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 galley proof before it is published in its final citable 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.

www.elsevier.com

http://www.elsevier.com
http://dx.doi.org/10.1016/j.iref.2016.11.008
http://dx.doi.org/10.1016/j.iref.2016.11.008


1 
 

Financial Crises and the Nature of Correlation Between Commodity and Stock Markets  

 

 

Mehmet Fatih Öztek
a1

, Nadir Öcal
b
 

 
aDepartment of Economics, Yıldırım Beyazıt University, Cinnah cad. No:16, Ankara, TURKEY.   

 
bDepartment of Economics, Middle East Technical University, Inönü Bulvari, Ankara, TURKEY  

 

 

E-mail: mfoztek@ybu.edu.tr 
E-mail: ocal@metu.edu.tr  

 

 
*
Corresponding author. Phone: +(90) 312 210 2071; fax: +(90) 312 210 79  

 

Abstract 

 

This paper models time-varying correlations between commodity and stock markets 

to uncover the dynamic nature of correlations during the financialization of 

commodity markets and in the aftermath of the recent financial crisis. Particularly, 

we search for upward trends in correlations and investigate the impacts of global and 

market volatility, and the news from the markets on the time-varying structure of 

correlations. The focus is on two commodity sub-indices; agricultural commodity 

and precious metal. New evidence against the rising trend is found for the 

agricultural commodity sub-index and empirical results show that high market 

volatility during financial crises seems to be the main source of high correlations. 

Moreover, increase in correlation is not a new phenomenon and cannot be attributed 

to the recent financial crisis. For the precious metal sub-index, market volatility 

plays crucial role in the dynamic nature of correlation along with rising trend. 

Furthermore, heterogeneous structure of commodity markets delivers better portfolio 

diversification opportunities during calm periods compared to turmoil periods. It is 

empirically shown that the gain of portfolio diversification across commodity and 

stock markets is not negligible.  
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