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Brent Oil prices fluctuations modeling using self-regression models
conditional on the heterogeneity of the variance of the ARCH errors
For the Period (Jan 1990- July 2019)
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Abstract:
This study is an attempt to model oil price fluctuations using the
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differentiations between self-regression models conditional on the
heterogeneity of the variance of the ARCH errors of monthly time series of
Brent crude prices between (Jan 1990- July 2019) for the sake of forecasting
the oil price in 20109.

The study concluded that oil price (Brent) time series is criticized by a
great slippage and instability during the study period. The optimal model to
represent the time series is the type ARIMA (1,1,0) -ARCH (1). The expected
Brent Crude prices for the late months of 2019 will average 63.83 §$.
Therefore, oil prices are still affected by the oil shock of 2014.

Keywords: oil price; brent; oil shock; arch.
JEL Classification Codes: Q47, Q41, Q430, C53.
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3L A AL iy ) oY) calas b LT (6T Lk by A Yy 2l 2ss5 cnd 0)
Ol pday dbg il A Y Filesy Con m3led) oy (LB e g gl s e Jalas 2ol
Doy il) Ll Sele a2 3é e Cudly ARCHG slas Y1 s
ARCH slhsY1 o5 pmilod aday by piall GI1 jldouit) #3905 71,81 4.3
rwasiiy ol ARCH Th903 o 143

‘ARCH (2) <ARCH (1) :Jul 3Ll i Ld o Z3sadl jlasl forl e
e e slxeVls « TGARCH (1,1) EGARCH (1,1)<ARCH (3) GARCH (1,1)

zosed) 5a bl ) hted gl 3sadl 0L eiadl (@3l Bigies (BIC CAIC) slee
ARCH(1) Ls ~ AR(1) ¢f ARCH(1)
dlogprix; = & + ¢, dlogprix;_,

& = Zt‘ ’0‘0 + 0‘185—1

AR(1)-ARCH(1) zisedt sutls its 19 Jpubod

Cependaent Wariapble: DVMLPRICE)

Method: ML ARCH - FRMormal distribution (OFP S - BEHHH S Marguardt steps)
Drate: O3/18/193 Tirme: 14: 38

Sample (adusted): 129290MOZ 201207

INnciluded observations: 254 after adjustments

Convergence achieved after 24 iterations

Coaefficient covariance computed using outer product of gradient=s
Presample variance: backcast (parameter = O.7)

SARCH = (2 + (IR RESIC (-1 2

wWariable Toaefficient =td. Error z—=tatistic Prob.

N o8 i I -] O 219919 O o059 74s = aeS07F 72 (I R B e

Wariance Eqguation

L O.O04952 O 0oOa9z MO O0940= O o000
RESIT -1 2 O =z&621983 O o0oOrFra2=231 4 S655632 O o000
R-squared (e iy = B e S Mean dependesnt war O.00="1"1"1
Adiusted R-sguared O OS5 7Faz=2>= S DD dependent var O 020499
S E. ofregression O oO=sF=27F1 Akaike info criterion 2. 112867
Sum sguaredresid 2. 594707 Schwwar= criterion —=2 030075
Log likelinhood ITFTE 9F TS Hamnman—Cuainmn criter. —=Z2 099521
Durkin-Watson stat 1. 5855972
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: & LSARIMA (1, 0)-ARCH(L) s alslan S5

dlogprix; = & + 0,219919dlprice;_;
h, = 0,004962 + 0,362198¢% ,&;/&_1~ N(O, hy)

dlprice aho¥ alebdl sy il Z3gedl Sly o Bl oy obsl 3 Sl

dIprice deddt Sigy padadl z3sedl Sy o &yldall 13 SN

T T T T T T T T T T T T T T T T T T T T T T T T T T T
90 92 94 96 98 oo 02 o4 o6 o8 10 12 14 16 18

Residual Actual

EViews 9zt ol : il

Fitted |

ARIMA (1, 0)-ARCH(1) z3sed! (315 M1 byt &¥olas dygims jla1 1.2.4.3
:(Ljung-Box) Lt plusewly

el m3gedt Bigd (LJUNQ-BOX) sl gl 110 Judl

Q-Stat Prob
Ljung-Box 45.409 0.059
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Series: Standardized Residuals
Sample 1990M02 2019MO07
Observations 354

50

Mean 0.028965
Median 0.129376
Maximum 3.825155
Minimum -3.259580
Std. Dewv. 1.000995
Skewness -0.296124
Kurtosis 3.684447

Jarque-Bera 12.08359
Probability 0.002377

o 1 2 3 4

Eviews 9wl ol jiaaal!
Lezesd LtV agliam OF 4w iz sy (Jarque-Bera) Lt gils 4 (Kl ko
0.05 e Bl ales=Y1 2usdll O Ly o(probability=0.0023) s, &Lz~ e JB=12.08
LSl el ol b 23 o5
:GARCH i jlz513.2.4.3
: @Y dgdl I 0 GARCH Ll oy e
ARCH i jlat gits 111 Jguondl

Heteroskedasticity Test: ARCH

F-statistic 0.285543 Prob. F(1,251) 0.5934
Dbs*R-=squared 0.285927 Prob. Chi-Sguare({1) o.59=22

Test Equation:

Crependent WVariable: WGEST__RESID"Z2

Method: Least Sguares

Crate: 081819 Time: 22:07

Sample (adjusted): 1990M032 2019MO7T
Included cbhsernrations: 353 after adiustments

Wariable Coefliicient =Std. Error t-Statistic FProb.
L 1030022 o 102101 1008829 oD 000D
WWET_RESIDZ2(0-1) -D.0z28521 D.O053374 -0.5324352 0.5934
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ARCH(1)
Mg 2019 jaws e U] @ol 0o oo Ladl e s Lt () 105041 oy

L35 6J8adly 10 Jpad s J5s ng <ARIMA(L,1,0)-ARCH(L) il plascsly
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S oY VL Sl Sl baad) jlenl OF Jsdlh Ko JWbs ¢ Jeasld [Vps 63.83 550

2014 w59 Jus g

(eorll Voo t30sdll)  dgpgadt Copdl o jlanel owwgias 3t i 11 Jguond)

A 20190y 2019 jan 2019 st 2019 sy 2019 e
L_sjg.ﬁJ\ Ja..,u):l\
63.85421 63.83975 63.83657 63.83588 63.83572
Lidl ad

EVIeWs 9 zib, wils o tslaed el slae] o : poaall
108



bl S auay by il S o) 3l plisasly Ladd) ool WA I das
(2019 L 1990 o) 3 il Cop b jaw Dl Ly

) Ot ae 2019 im0 551 3N i) jlawY Bgdl ol Gl e 1 16 SN

110

100 B -
a0 =TT
s0 e

o

50

50 T —

A0

EViews 9 zob, ol : sl

rdails 4

iby el G V) 23U plasaal ol b jlanl SUE 2 dé ) 2uh ) oda e
S s il anh) 0l any (EVIEWS 9 SlaxY) mebn)l Wl s BlaneVL ol Ol pde
AU LU 3 o) s el LS a ) dudad) U
b Laa adey 1S Al (@inl) Laid) jlenl 2l @pf o 1Y) 304 Ao
IS slasl alge 1) G5 (g9 2019 1k 16 Y 1990 slr o szl an) bl a5
lgall g Ul Bt gl e Sizh &I sy cadlall lllly o)l 3
ot dygnall o @) Jor Y1 alsh 2lSn Jalgs ooy el 21 3 Lais OGYL
1bg el G EV) 23U plasnnl ol o el hdod b2 pld) Lt S 23 g0l
ARIMA(1,1,0)-ARCH(L): Sl o 5o cllos 1 L5 ol aiks,
@At a 0SKae 2019 a5 eaS Al Ll iy e b el Lawgrem
il Jo J L Azisis jlawlods jaay ARCH z398 o ool V55 63.83 500
o &)l 2t b St O comr (2014 2 Crare dis 2dd) Rodall Ll jlanl G
)l Jadd) 28l L)) dngs Laysas (3 el (2000-2014) i) J5s <ol ok lad
i) L

I SN 25 S L) o) Sl e sl
109



S s

dolilly bos jog ddas ~3U Be plsan) Corgy (AW BlowVl (3 Loadl el s b 3-
sl @ ey Ll jlend SUE B 0d LS @) 3l fail ) fosd) JWby sy

cbid) jlanl rden (22 G olahll il (3 apadl sl 23U sl Je SR 8y
adlel) O (3 apaleasd¥l laludl ool Al (oo 2ids il slas] o 1800 | a5 ell3y
Lzeorlsk ) Slaleed) vy () btV e )BTy Ll jlawl Sl gl

e\l 4638 L5

Chaido, d. (2018). The performance of hybrid ARIMA GARCH modeling
and forcasting oil price. International journal of energy ecinomics and
policy , 8(3), pp. 14-21.

Manescu, C., & Van Robays, I. (2014). Forcasting the Brent oil price:
addressingtime-variation in forcast performance. St.Luis.

Xin james, H. (2018). Crude oil prices forcasting: time series vs. SVR.
International inforamation management association , 27(2), pp. 25-42.

A W S folasY) wlgidll Jae Ao Syl el i 7 (2018) . glas Ol
s gyl (s g Bl 3eSCs L dwlidy LUl dnls (2000-2015) 570

A Bpalad) 1oL g el) Lot lansly 2hig ) 2aize ((2000) . gag ) S

Bl s Al ) i) o lasd) el jskas ST L(2016) 55 4y 5 ol 55
90-85 il ¢ Uy Lol olihylll 47141 2l .2015-2000

Slam¥1 Jdly Al sl e il Sl Sbhds auls (2013) e LI aye
173-134 ctial 34saadl Qi ¢ 50 deol> . 2009-2000 2ol ahk

@ 30 aslasY) olpadl Gany il jlaal op 8 L(2017) 0sls Sl 5 cses 55
Sl (2saal) (3 Al ¢ Jlas Y elolasy 50 ) ilg (Ao L 1)las) L
133-117

A aall Slalll dgrs 1o S L ekl (2013) Las el olul, )l dgns

110



bl S auay by il S o) 3l plisasly Ladd) ool WA I das
(2019 Ly 1990 sy 3 il Cip b jam Dl Laly

: el L3 .6

(2019 Lhsz—1990 islr) 20 JSs (Brent) <op g hadd) jlanl bugal &gt ol 11 goukal)

Jan| Feb | Mar | Apr | May | Jun | Jul | Aug| Sep | Oct | Nov | Dec

1990 21,25 19,81 18,39 16,61 16,35 15,1 17,17 27,17 34,9 36,02 33,07 28,27

1991 23,57 19,54 19,08 19,18 19,19 18,17 19,4 19,77 20,5 22,21 21,11 18,41

1992 | 1816 | 1805 | 1763 | 1892 | 1989 | 2116 | 2024 | 1974 | 2027 | 2026 | 1921 | 1814

1993 | 1739 | 1847 | 1879 | 1867 | 1851 | 17.65 | 16,78 167 | 1601 | 1661 | 152 | 1373

1994 | 120 | 138| 1382 | 1523 | 1619 | 1676 | 176 | 1689 | 159 | 1649 | 1719 | 1593

1995 | 1655 | 1711 | 1701 | 1865 | 1835 | 1731 | 1585 161 | 167 | 1611 | 1686 | 17,93
1996 | 1785 18| 198 | 209 | 1915 | 1846 | 1957 | 2051 | 2263 | 2416 | 2276 | 2378
1997 | 2354 | 2085 | 1913 | 1756 | 1902 | 17.58 | 1846 186 | 1846 | 1987 | 1917 | 17.18

1998 15,19 14,07 13,1 13,53 14,36 12,21 12,08 11,91 13,34 12,7 11,04 9,82

1999 | 1111 | 1027 | 1251 | 1520 | 1523 | 1586 | 1908 | 2022 | 2254 2 | 2458 | 2547

2000 25,51 27,78 27,49 22,76 27,74 29,8 28,68 30,2 33,14 30,96 32,55 25,66

2001 25,62 27,5 24,5 25,66 28,31 27,85 24,61 25,68 25,62 20,54 18,8 18,71

2002 | 1942 | 2028 | 237 | 2573 | 2535 | 2408 | 2574 | 2665 | 284 | 2754 | 2434 | 2833

2003 | 3118 | 3277 | 3061 25 | 2586 | 2765 | 2835 | 2089 | 2711 | 2061 | 2875 | 2981

2004 | 3128 | 3086 | 3363 | 3359 | 3757 | 3518 | 3822 | 4274 | 432 | 4978 | 4311 | 396

2005 | 4451 | 4548 | 531 | 5188 | 4865 | 5435 | 5752 | 6398 | 6291 | 5854 | 5524 | 56,86

2006 | 6299 | 6021 | 6206 | 7026 | 6978 | 6856 | 7367 | 7323 | 61,96 | 5781 | 5876 | 6247

2007 | 5368 | 5756 | 6205 | 6749 | 6721 | 7105 | 7693 | 7076 | 77,17 | 8234 | 9241 | 90,93

2008 | 9218 | 9499 | 10364 | 10007 | 1228 | 132,32 | 13272 | 11324 | 97,23 | 7158 | 5245 | 39,95

2009 | 4344 | 4332 | 4654 | 5018 | 573 | 6861 | 6444 | 7251 | 67,65 | 7277 | 7666 | 7446

2010 | 7617 | 7375 | 7883 | 8482 | 7595 | 7476 | 7558 | 77,04 | 77,84 | 8267 | 8528 | 9145

2011 | o652 | 103,72 | 114,64 | 123,26 | 11499 | 11383 | 116,97 | 11022 | 112,83 | 10055 | 110,77 | 107,87

2012 | 11060 | 119,33 | 12545 | 119,75 | 110,34 | 9516 | 10262 | 11336 | 112,86 | 111,71 | 109,06 | 109,49

2013 | 112,96 | 116,05 | 10847 | 102,25 | 102,56 | 102,02 | 107,03 | 111,28 | 1116 | 100,08 | 107,79 | 11076

2014 | 10812 | 1089 | 10748 | 107,76 | 10954 | 111,8 | 10677 | 10161 | 97,09 | 8743 | 7944 | 62,34

2015 | 4776 | 581 | 5589 | 5952 | 6408 | 61,48 | 5656 | 4652 | 47,62 | 4843 | 4427 | 3801

2016 | 307 | 3218 | 3821 | 4158 | 4674 | 4825 | 4495 | 4584 | 4657 | 4952 | 4473 | 5331

2017 | sa5s | 5487 | 5150 | 5231 | 5033 | 4637 | 4848 51,7 | 5615 | 5751 | 6271 | 64,37

2018 | 6008 | 6532 | 6602 | 7211 | 7698 | 7441 | 7425 | 7253 | 7889 | 81,03 | 6475 | 57,36

2019 | 5041 | 6396 | 6614 | 7123 | 7132 | 6422 | 6392 |  eem | e | e | e | e

111




