. =
Accepted Manuscript = [ Energy |
Economics

Identifying Price Bubble Periods in the Energy Sector
Shahil Sharma, Diego Escobari

~
PII: S0140-9883(17)30427-9
DOI: https://doi.org/10.1016/j.eneco.2017.12.007
Reference: ENEECO 3846

To appear in:

Received date: 4 January 2017
Revised date: 29 November 2017
Accepted date: 4 December 2017

Please cite this article as: Shahil Sharma, Diego Escobari , Identifying Price Bubble
Periods in the Energy Sector. The address for the corresponding author was captured
as affiliation for all authors. Please check if appropriate. Eneeco(2017), https://doi.org/
10.1016/j.enec0.2017.12.007

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 proof before
it is published in its final 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.


https://doi.org/10.1016/j.eneco.2017.12.007
https://doi.org/10.1016/j.eneco.2017.12.007
https://doi.org/10.1016/j.eneco.2017.12.007

Identifying Price Bubble Periods in the Energy Sector=

Shahil Sharma; Diego Escobari;
November 2017

+ Department of Economics and Finance, The University of Texas Rio Grande Valley, Edinburg, TX 78539, Phone
(956) 665-2590, Fax: (956) 665-5020, Email: shahil.sharmaOl@utrgv.edu

1 Department of Economics and Finance, The University of Texas Rio Grande Valley, Edinburg, TX 78539, Phone
(956) 665-3366, Fax: (956) 665-5020, Email: diego.escobari@utrgv.edu, URL:
http://faculty.utrgv.edu/diego.escobari

Identifying Price Bubble Periods in the Energy Sector

November 2017

Abstract

In this paper we test for the existence of single and multiple episodes of explosive behavior in
three energy sector indices (crude oil, heating oil, and natural gas) and five energy sector spot prices
(West Texas Intermediate (WT]I), Brent, heating oil, natural gas, and jet fuel). The results from the
Supremum Augmented Dickey-Fuller (SADF) and the Generalized SADF tests provide strong
statistical evidence of explosive behavior in all of our energy series. A simple theoretical framework
of commaodity pricing allows us to understand the assumptions to interpret explosive behavior as
bubbles. By constructing implied convenience yields using futures prices we test the key assumption
and we are able to identify the beginning and the end of bubble periods for the WTI, Brent, heating

oil, and natural gas spot prices.
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