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3- Brock et al.
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1- Moshiri and Foroutan.
2- Shambora and Rossiter.
3- Integrated Risk Management.
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1- Naive Hedge.
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1- Speculator.
2- Bias.
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Abstract

This paper surveys oil futures markets and idestifrelevant risks in
order to propose a model that establishes an atitepielationship between
future and spot prices. Based on this mechanisnpdper then proposes a
framework for predicting oil prices and resultaetenues from oil sales and
purchases. The framework Is then used to prediceprexpected revenues
from oil transactions using data mining and modglimsed on an adaptive
expectations model and technical analysis rulesuli®e of three different
scenarios are then compared: 1l-when inputs areouiguts of adaptive
expectations model 2- when inputs are derived frechnical analysis rules
and 3- combination of these two approaches. Thaltseslemonstrate that
the combined model besides reducing uncertaintye@ses the predictive
power of the model by respectively 70% and 10% @uegb to scenarios 1
and 2 respectively. In addition, applying the atlepexpectations together
with technical analysis results in more precisaligt®ns.

JEL Classification: D53, G17, G12, G13, G32, F47, F17.

Keywords: Oil Exchange, Price Risk, Neural Network, Oil FesiPrice,
Futures Market, Adaptive Expectations.
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