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Abstract:

We show that the oil market has become closer to “one great
pool,” in the sense that price differentials between crude oils of
different qualities have generally become smaller over time.
We document, in particular, that many of these price
differentials experienced a major structural break in or around
2008, after which there was a marked reduction in their means
and volatilities. Differentials between residual fuel oil, a low-
quality fuel, and higher-valued products, such as gasoline and
diesel, experienced similar breaks during the same time period.
A growing ability of the global refinery sector to process
lower-quality crude oil and the U.S. shale boom, which has
unexpectedly boosted the supply of high-quality crude oil, are
two factors consistent with these changes. Differentials
between crude oils of similar quality in general did not
experience breaks in or around 2008, although we do find
evidence of breaks at other times.

Download Executive Summary Download PDF
Download Appendix

Keywords: Crude oil price differentials, Oil, Structural breaks,

Refining

DOI: 10.5547/01956574.42.2.mpla

References: Reference information is available for this article.
Join IAEE, log in, or purchase the article to view reference data.

Related Articles:
EJ - Decomposing_Crude Price Differentials: Domestic Shipping

Constraints or the Crude Oil Export Ban?
Proceedings - Physical Market and WTI/Brent Price Spread
Proceedings - Time-Varying Jump Intensities and the

Interconnectedness of the North American Crude Oil Complex

Proceedings - An econometric analysis of crude oil price

differentials

EJ - Volatility Forecasting_of Crude Oil Market: Which
Structural Change Based GARCH Models have Better
Performance?

© 2024 International Association for Energy Economics | Privacy Policy | Return Policy

Published in Volume 42, Number 2 of the bi-
monthly journal of the IAEE's Energy
Economics Education Foundation.

Table of Contents
&g Get Permission

Learn About Permissions

Export Citation

Order Physical Print

Article Cited By

Citation Statistics


javascript:toggleMenu('cat1');
https://www.iaee.org/en/publications/ejindex.aspx
https://www.iaee.org/en/publications/journal.aspx
https://www.iaee.org/en/publications/prejournal.aspx
https://www.iaee.org/en/publications/bookmark.aspx
https://www.iaee.org/en/publications/ejsearch.aspx
https://www.iaee.org/en/publications/openurl-about.aspx
https://www.iaee.org/en/publications/ejtop.aspx
javascript:toggleMenu('cat2');
https://www.iaee.org/en/publications/scope.aspx
https://www.iaee.org/en/publications/board.aspx
https://www.iaee.org/en/publications/audience.aspx
https://www.iaee.org/en/inside/award-watkins.aspx
https://www.iaee.org/documents/ej-REF-CRED.pdf
https://www.iaee.org/en/publications/mediakit.aspx
javascript:toggleMenu('cat3');
https://www.iaee.org/en/publications/openaccess/
https://www.iaee.org/en/publications/ej-openaccess.aspx
javascript:toggleMenu('cat4');
https://www.iaee.org/en/publications/authors.aspx
https://www.iaee.org/ejsubmit/submitjournal.aspx
https://www.iaee.org/en/publications/ejsi_cfp2021.aspx
https://www.iaee.org/ejarticletracking/authorportal
javascript:toggleMenu('cat5');
https://www.iaee.org/en/publications/reviewer.aspx
https://www.iaee.org/en/publications/ejref.aspx
https://www.iaee.org/en/publications/ejrev.aspx
https://www.iaee.org/en/publications/ethics.aspx
javascript:toggleMenu('cat6');
https://www.iaee.org/documents/EJ_Price.pdf
https://www.iaee.org/en/publications/subscribe.aspx
https://www.iaee.org/documents/EJ_License.pdf
http://www.niso.org/workrooms/seru/for_librarians/
https://www.iaee.org/en/membership/benefits.aspx
https://www.iaee.org/en/publications/backorder.aspx
https://www.iaee.org/en/publications/sampleorder.aspx
https://www.iaee.org/en/publications/specialorder.aspx#
https://www.iaee.org/en/publications/claims.aspx
https://www.iaee.org/en/inside/privacy.aspx
https://www.iaee.org/en/inside/return.aspx
https://www.facebook.com/internationalassociationforenergyeconomics
https://www.linkedin.com/groups/3047782/
https://twitter.com/ia4ee
https://www.youtube.com/channel/UC0VjZaxH465a-cMOneim91w
https://www.iaee.org/en/publications/ejsearch.aspx?author=Michael+Plante
https://www.iaee.org/en/publications/ejsearch.aspx?author=Grant+Strickler
https://www.iaee.org/ej/ejexec/ej42-2-Plante-exsum.pdf
https://www.iaee.org/en/publications/download-view.aspx?id=3625
https://www.iaee.org/ej/appendix/EJ42-2_Plante-Appendix.pdf
https://www.iaee.org/en/publications/ejsearch.aspx?keyword=Crude+oil+price+differentials
https://www.iaee.org/en/publications/ejsearch.aspx?keyword=Oil
https://www.iaee.org/en/publications/ejsearch.aspx?keyword=Structural+breaks
https://www.iaee.org/en/publications/ejsearch.aspx?keyword=Refining
https://doi.org/10.5547/01956574.42.2.mpla
https://www.iaee.org/en/membership/application.aspx
http://www.iaee.org/energyjournal/article/3357
http://www.iaee.org/proceedings/article/13908
http://www.iaee.org/proceedings/article/16725
http://www.iaee.org/proceedings/article/11351
http://www.iaee.org/energyjournal/article/3933
https://www.iaee.org/en/publications/ejissue.aspx?id=3625
https://www.copyright.com/cccdirect.do?stdnum=1944-9089%20&WT.mc.id=IAEE
https://www.iaee.org/en/publications/permissions.aspx
https://www.iaee.org/en/publications/risexport.aspx?articleid=3625
https://www.iaee.org/en/publications/backorder.aspx?issue=Volume+42%2c+Number+2
https://www.iaee.org/en/publications/crossref.aspx?doi=10.5547%2f01956574.42.2.mpla
http://citec.repec.org/RePEc:aen:journl:RePEc:aen:journl:ej42-2-Plante




