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GARCH M odelBased W TI and Brent Crude O il Price R isk Analysis

SHEN Pe2long X NG Tong2zheng

(Schoolof F nance& Banking ShanxiUniversity of Fnance and Econam ics Tatyuan 030006 China)

Abstract For the great influence of world$ crude oilmarket on Ching th s paper stud es WTI and Eurgpe Brent crude
oilmarket emp irically w ih GARCH madel to estimate themarket rsk The results show a lower failure rate at99% of conf2

dence kvel n the GED distrbution compared w ih the other two d strbution assunptions

so GED distrbution can better de2

scribe the fat tails of crude oil Nomald strbution s also able tomeasure world crude oilmarket rsk although itmay lead to

underestmation However Student$ t- dstrbutin & too conservative and is only suitable for severely volatile period InWTI

matkef conditimalvolatility 5 greater than that n Brentmarket and so & the largest VaR n the study period thus he ex2
trane rsk eventsmore lkely happen On te contrary n Brentmarket the failure rate ismuch higher han that n WTI at

9% ofconfdence leve] which means higher frequency n he occumence ofrsk events

K ey words GAR(H mode] world oil price price vohtility price risk VaR
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