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Table 1 Descriptive Statistics of Global Main Oil Markets’ Returns in Estimation
and Event Window during Venezuela Strike
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Figure 1 Trend of Brent 1 Oil Future Pricei
and Return in Estimation and
Event Window during Venezuela Strike
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Table 2 Event Study Results of Global Main Crude Oil Markets’ Reactions to Significant Supply Shocks
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Figure 2 Trend of Brent 1 Oil Future's
Conditional Variance in Estimation and Event
Window during Venezuela Strike
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Cumulative Abnormal Return in Event
Window during Venezuela Strike
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Figure 4 Trend of Brent 1 Oil Future's
Conditional Variance in Estimation and
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Portfolio's Cumulative Abnormal Return
in Event Window during Iraq War
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Oil Markets’ Reactions to Significant Supply Shocks

Pan Huifeng' , Ly Wendong’ , Shi Zhichao'
1 School of Banking and Finance, University of International Business and Economics, Beijing 100029, China
2 School of Business, University of International Business and Economics, Beijing 100029, China

Abstract ; This paper collected historical significant supply shocks as events, including Venezuela Strike, Iraq War, Hurricane
Katrina, Turkey's Attack towards Kurdish, Gulf Oil Spill and Libya War. We built GRACH model to investigate the impact on
volatility induced by supply shock on Brent and WTI crude oil spot and future markets, Dubai and Aman spot markets. Then we
further adopted event study considering heteroskedasticity correction to examine the short run impact on the returns of main global
oil markets due to these supply shocks. The empirical results show that: most of these events induced lager volatility in the event
window; the cumulative abnormal returns in the event window are significantly positive for almost all the events except for Iraq
war and Gulf oil spill; the trend of cumulative abnormal returns of all the markets exhibit the same pattern in the event window for
any given event; the geographical location where events happened has a larger impact on the returns of the neighboring markets.
This paper presents the economic interpretations for these empirical findings and proposed corresponding policy suggestions for
different participants of oil market.

Keywords ; oil market;significant supply shock ;event study; heteroskedasticity correction
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