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ABSTRACT

The objective of this study is to analyze and to forecast the movement of crude
oil prices imported from Oman, Dubai, Nigeria and England based upon 271 monthly data and 90
quartery data complied by National Energy Policy Organization (NEPO) during January 1984 —
October 2004, 1 quarter 1984 — 3 quarter 2004, respectively. The analytical tool is the ARIMA
model involving four steps of Box — Jenkins method: identification, parameter estimation,
diagnostics checking, and forecasting. The unit root tests by Dickey — Fuller test (DF) and
Augmented Dickey — Fuller test (ADF) methods were used in the analysis to test the stationarity
of the data. In addition, the LM — test was used to choose the suitable lag length.

The results of the study showed that the crude oil prices data of four countries
were stationary at I(1). The correlogram pattern of monthly data advised that the AR(1) MA(1),
AR(1) AR(2) MA(1), AR(2) MA(1) MA(2) and AR(1) MA(1) MA(2). The quartery data advised
that the AR(1) MA(1), AR(1) MA(2), AR(1) AR(2) MA(1) MA(2) and AR(1) AR(2) MA(1)
MA(2) models are most appropriate for forecasting the crude oil price of Oman, Dubai, Nigeria
and England, respectively. The diagnostic checking of all models showed that the Q — statistics

were insignificant, indicating the residuals of all models to be characterised as White Noise at



0.01 level. All models provided the least values of Root Mean Squared Error and Theil’s
Inequality Coefficient, implying that all ARIMA models were seemingly compatible with the
actual data. The monthly prices of crude oil import from Oman, Dubai, Nigeria and England from
November 2002 to January 2005 were forecasted to be 38.63, 38.25 and 38.25; and 36.71, 36.31,
and 35.89; and 49.44, 48.94 and 49.43; and 49.43, 49.07 and 49.39 dollars per barrel,
respectively. The quartery prices of crude oil from the 4 quarter 2004 to the 2 quarter 2005 were
forecasted to be 33.55, 34.50 and 33.65; 34.67, 34.73 and 35.95; 40.57, 39.46 and 41.16, and
40.74, 40.44 and 42.74 dollars per barrel, respectively. The conclusion of this study can be useful

for the policy maker to plan the policy for defening the fluctuation of the future crude oil prices.



