Taylor & Francis
e Online & !

Home P All Journals » Economics, Finance & Business P Applied Economics P List of Issues
» Volume 39, Issue 9 P Time-varying threshold cointegration and ....

Applied Economics >
Volume 39, 2007 - Issue 9
408 23 0

Views CrossRef citations to date Altmetric
Original Articles

Time-varying threshold cointegration and the
law of one price

Haesun Park, James W. Mjelde ¥& & David A. Bessler
Pages 1091-1105 | Published online: 05 Apr 2011

66 Cite this article https://doi.org/10.1080/00036840500486540

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

A theoretical model of the law of one price which allows for seasonality in transaction
costs and supply and demand conditions between markets is developed. Bivariate
three-regime threshold vector error correction models are applied to natural gas
markets to examine seasonality in threshold levels. Results indicate that there are
nonlinear adjustments to the law of one price in seven pair-wise markets (Chicago is
used as the base market). In the natural gas sector, dynamic threshold effects relative
to the Chicago market vary depending on season, geographical location and whether
the market is an excess producing or consuming market.
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