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ABSTRACT

The research aimed to test long memory behavior and looked for the best forecasting
model for the world’s crude oil, during the period of January 1st, 2008 — September 30th, 2011.
This study was interested in the Brent Blend, West Texas Intermediate (WTI) and Dubai-Oman
markets. The data used in this paper were the daily synchronous closing price of spot crude oil
prices from the Brent Blend, WTI and Dubai-Oman markets, of which there were 2,863
observations. The methodology used in the study was the ‘Long Memory Process’ that tests long
memory behavior, ARFIMA-FIGARCH and ARFIMA-FIEGARCH, which were employed to
forecast the crude oil price.

The empirical results show that the existence of ‘Long Memory Process’ in the growth
rate of crude oil prices appeared in the Brent Blend, WTI and Dubai-Oman markets, significant to
the 1 percent level. There are several proper forecasting ARFIMA(p,d,q)-FIGARCH(p,d,q) and
ARFIMA(p,d,q)-FIEGARCH(p,d,q) models for the world’s crude oil in the Brent Blend, WTI
and Dubai-Oman markets. Such models show a MAPE value that is less than 10%, thereby it is

“highly accurate” at forecasting.



