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Abstract
This study analyzes the information transmission mechanism linking oil futures with stock prices, where we examine the lead and lag cross-correlations of returns in one market
with the others. We investigate the dynamic interactions between oil futures prices traded on the New York Mercantile Exchange (NYMEX) and U.S. stock prices, which allows us to
examine the effects of energy shocks on financial markets. In particular, we examine the extent to which these markets are contemporaneously correlated, with particular attention
paid to the association of oil price indexes with the S&P 500 index; 12 major industry stock price indices and 3 individual oil company stock price series. We also examine the extent
to which price changes or returns in one market dynamically lead returns in the others and whether volatility spillover effects exist across these markets. Using VAR model
estimates for various time series of returns we find that petroleum industry stock index and our three oil company stocks are the only series where we can reject the null hypothesis
that oil futures do not lead Treasury Bill rates and stock returns, while we can reject the hypothesis that oil futures lag these other two series. Finally, the return volatility evidence
for oil futures leading individual oil company stocks is much weaker than is the evidence for returns themselves.

Keywords: Energy shocks, oil futures, oil price dynamics, stock price index dynamics, VAR model, return volatility

JEL Classification: C22, D84, E44, G14

Suggested Citation

Show Contact Information

36 References

1. Warren Bailey , K C Chan
Economic Forces and Commodity Futures Prices: Further Evidence on Time-Varying Risk Premia Posted: 1990

2. Z Bodie , V Rosansky
Risk and Return in Commodity Futures
Financial Analysts' Journal Posted: 1980-06

Crossref (https://doi.org/10.2469/faj.v36.n3.27)

3. A Bopp , S Sitzer
Are Petroleum Prices Good Predictors of Cash Value?
Journal of Futures Markets , volume 7 , p. 705 - 720 Posted: 1987

Crossref (https://doi.org/10.1002/fut.3990070609)

4. Douglas Breeden , Michael R Gibbons , Robert H Litzenberger
Empirical Tests of the Consumption-Oriented CAPM





Download This Paper (Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17072
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=122768
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=17052
https://doi.org/10.2469/faj.v36.n3.27
https://doi.org/10.1002/fut.3990070609
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID900741_code122768.pdf?abstractid=900741&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


Journal of Finance , volume 44 , p. 231 - 62 Posted: 1989

Crossref (https://doi.org/10.1111/j.1540-6261.1989.tb05056.x)

Load more

17 Citations

1. Eric Girard (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345772) , Amit K. Sinha (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=1137842) , Rita Biswas (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15748)
The Efficacy of Conditional Cost of Carry Models in Pricing Oil Futures (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1522288)
Review of Futures Markets, Vol. 18, No. 3, 2009-2010 · 41 Pages · Posted: 17 Dec 2009 · Downloads: 204

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1522288_code1137842.pdf?abstractid=1522288)   Add Paper to My Library

2. Jozef Barunik (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1823738) , Evzen Kocenda (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=88509) , Lukas Vacha (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1823745)
Gold, Oil, and Stocks (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2304771)
27 Pages · Posted: 2 Aug 2013 · Last revised: 10 May 2014 · Downloads: 328

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2413855_code1823738.pdf?abstractid=2304771)   Add Paper to My Library

3. Avihai Rapaport (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1850642)
Supply and Demand Shocks in the Oil Market: Theory Applied (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2472382)
51 Pages · Posted: 27 Jul 2014 · Last revised: 7 May 2016 · Downloads: 191

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2776939_code1850642.pdf?abstractid=2472382)   Add Paper to My Library

4. Maryam Ahmadi (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2499949) , Matteo Manera
(https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=299771) , Mehdi Sadeghzadeh (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=1573069)
Global Oil Market and the U.S. Stock Returns (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2715967)
FEEM Working Paper No. 91-2015 · 35 Pages · Posted: 18 Jan 2016 · Downloads: 129

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2715967_code114544.pdf?abstractid=2715967)   Add Paper to My Library

Load more









Do you have a job opening that you would like to promote on SSRN?

17  Citations

36  References

Related eJournals

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS 4,632

ABSTRACT VIEWS 13,950

RANK 4,040

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=900741)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://doi.org/10.1111/j.1540-6261.1989.tb05056.x
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345772
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1137842
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15748
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1522288
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1522288_code1137842.pdf?abstractid=1522288
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1823738
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=88509
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1823745
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2304771
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2413855_code1823738.pdf?abstractid=2304771
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1850642
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2472382
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2776939_code1850642.pdf?abstractid=2472382
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2499949
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=299771
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1573069
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2715967
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2715967_code114544.pdf?abstractid=2715967
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=900741
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)

Recommended Papers

What is an Oil Shock? (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=235711&rec=1&srcabs=900741&pos=1)
By James D. Hamilton (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16249)

Imperfect Competition and the Effects of Energy Price Increases on Economic Activity (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=225556&rec=1&srcabs=900741&pos=2)
By Julio J. Rotemberg (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=25889) and Michael Woodford (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=57618)

Not All Oil Price Shocks are Alike: Disentangling Demand and Supply Shocks in the Crude Oil Market (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=975262&rec=1&srcabs=900741&pos=3)
By Lutz Kilian (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=50236)

View more 

Politics & Energy eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1957318)

 Follow 



Feedback 

Submit a Paper  (https://hq.ssrn.com/submission.cfm)













Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=235711&rec=1&srcabs=900741&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16249
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=225556&rec=1&srcabs=900741&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=25889
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=57618
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=975262&rec=1&srcabs=900741&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=50236
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1957318
javascript:void(0);
https://hq.ssrn.com/submission.cfm
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy
https://www.elsevier.com/legal/cookienotice

