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ABSTRACT

This dissertation focuses on the applications of Extreme Value Theory
(EVT) to palm oil price analysis. In the first study, the main objective is to apply
Univariate EVT, namely Block Maxima (BM) and Peak-Over-Threshold (POT)
models, for prediction of palm oil prices in the future. The results from both models
display that the prices of palm oil will have higher extremes in the next 5,10,25,50
and 100 year periods, with further acceleration growth towards the future. The results
could be useful for farmers, exporters, governments, and other stakeholders of the
palm oil industry in being highly informed for making strategic plans for the future.

In the second study, the aim is to use Bivariate BM and POT for the
relationship analysis between palm oil prices and affecting factors, which are soybean
oil and crude oil prices. The results from Bivariate BM and POT reveal that the
growth rate of palm oil and soybean oil prices has dependence in extremes, but the
growth rate of palm oil and crude oil prices has fairly weak dependence or even
independence in extreme. These findings have made a contribution to our
understanding of what drives palm oil price movement when soybean oil and crude

oil prices change.
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As for the third study, the purpose is to focus on the dependence structure
between the returns on palm oil price in three futures markets, namely Malaysian
futures markets (KLSE), Dalian Commodity Exchange (DCE) and Singapore
Exchange Derivatives Trading Limited (SGX-DT) using the Extreme Value Copulas,
which are the Gumbel and HuslerReiss copula approach. The results from both
approaches demonstrate that the returns on palm oil futures price among KLSE and
SGX-DT have dependence in extreme, whereas the returns on palm oil futures price
among KLSE and DCE, SGX-DT and DCE do not have dependence in extreme. The
results could be beneficial for any person or company wishing to be engaged in the
commerce of trading palm oil and for investors who have made an investment in the

agricultural futures exchange.



