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Overview
In this paper, we test for the existence of stock market contagion effect, originating from strategic commodities price fluctuations from April 2000 to April 2022. We apply the augmented multifactor asset pricing model to capture the unexpected return and separate simple correlation due to fundamentals and contagion during the recent COVID-19 and Russian-Ukraine induced financial market crises. Also, we consider segmentation versus integration process. If individual stock markets and regions are perfectly integrated but unexpectedly experience their correlations coefficients rising, our test rejects the null hypothesis of no contagion. If, however, stock markets are perfectly segmented, the increased correlations may essentially be a consequence of increased factor volatility. 

Methods
The model closest to ours is that of Bekaert et al. (2005), which considers the contagion effect as correlation among model residuals, allowing for time-variation in expected returns risk prices. 
The main contributions of our study to the literature on contagion effects are as follows: (i) we consider the dynamics of strategic commodities prices risks, which are crucial in the case of international portfolio choice, (ii) we make clearly the difference between simple correlation due to fundamentals, or to contagion in the empirical multifactor asset model, and (iii) we consider asymmetric effects and enable stock markets to vary through time. 
We introduce strategic commodities price risks as an additional channel of contagion in the category of global risks and we consider the sub-periods of crises and investigate whether our model can generate sudden increases in correlations. Our results show a robust test for international, regional market and oil price risks and the time variation and cross-sectional patterns in intra-regional versus regional correlations. 

Results
Our results will provide strong evidence of contagion effects originating in the international equity markets toward the oil exporting countries. This effect becomes evident when considering correlations, in which the comovements with the international market are the strongest. The role of oil and gas is found significant in the variance decomposition and in the dynamic correlations, giving evidence of a factor that can amplify financial contagion, whenever it exists. 

Conclusions
This paper tests for the existence of stock market contagion effect, originating from strategic commodities price fluctuations from April 2000 to April 2022. We apply the augmented multifactor asset pricing model to capture the unexpected return and separate simple correlation due to fundamentals and contagion during the recent COVID-19 and Russian-Ukraine induced financial market crises. Also, we consider segmentation versus integration process. The role of oil and gas is found significant in the variance decomposition and in the dynamic correlations, giving evidence of a factor that can amplify financial contagion.
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