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Investors have the opportunity of decreasing portfolio risk with diversification. For this 
reason, it is very important for investors to determine the relationships between the 
assets that will be included to the portfolio. To decrease the risk of the portfolio with 
diversification depends on the relationships between the assets. For example, one can 
decrease the risk of the portfolio if construct the portfolio with the assets that are not 
cointegrated in the long-run. But, the analyses that are made by standard cointegration 
tests can give misleading results under the existence of structural breaks, as such in the 
unit root tests. In the last decade, with the beginning of the Arab Spring there have 
occurred too many economic, political and social events in MENA countries and it is 
thought that the relationships between the stock markets of MENA countries and the 
others have changed depending on these events. In this context, we aimed to determine 
the cointegration relationships between Borsa Istanbul (BIST100) and the stock market of 
MENA (Bahrain, Egypt, Jordan, Kuwait, Lebanon, Morocco, Oman, Qatar, Saudi Arabia, 
Tunisia and UAE) countries. In line with this purpose, firstly the stationarity of the stock 
markets was tested with Kapetanios (2005) “Unit Root test with unknown number of 
endogenous breaks” for the period of 2010M01-2017M02. In the next step, the long-run 
relationships between BIST100 and the nonstationary markets were analyzed with 
“Integration Test with multiple structural breaks” method proposed by Maki (2012). 
Results showed that there are cointegration relationships between Borsa Istanbul and 
Kuwait, Morocco, Saudi Arabia and UAE stock markets under structural breaks. Results 
also indicated that the events that caused structural breaks in the relationships are 
economic, political and social events arising from Arab Spring. 
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