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Abstract

In this paper, the existence of risk-premium (the difference between the
future prices and expected future spot price) in US crude oil futures market
over the period of 1989:1 to 2012: 11 is investigated, and then variability of
risk-premium is explained over time. In addition, risk premium in different
time horizons of US crude oil futures market is predicted using BVAR and
VAR models. The results showed that at 10% significance level, the risk-
premium existence in US crude oil futures market is confirmed for all time
horizons (one month, two months, three months and four months), and on
the other hand, by comparing RMSE of BVAR and VAR models, the results
generally confirmed better predictions of risk premium by BVAR models in
comparison with VAR models.
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