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(TTAEHREE  HRXE)

A Study on Price Discovery Function of Shanghai Crude
Oil Futures and Its International Comparison
BU Lin LI Xiaoyan ZHU Minghao

Abstract: This paper analyzed the price discovery function of Shanghai crude oil fu-
tures for the first time, and compared it with Oman crude oil futures and WTI and Brent
crude oil futures. Specifically, from the perspective of statistical and economic
significance, the long-run weakly exogenous test and the price discovery models such as
P-T and I-S were used to measure the price lead-lag relationship and the price discovery
contribution of the above oil futures. The results show that there is a relatively stable coin-
tegration relationship between Shanghai crude oil futures prices and spot prices. However,
the analysis from both static and dynamic perspectives shows that the spot price of crude
oil is a long-term weak exogenous variable and the discovery contribution of spot price is
higher than that of futures price. At the same time, medium sulfur crude oils such as
Shanghai crude oil and Oman crude oil all show that the spot prices have higher price dis-
covery contribution, while light low-sulfur crude oils such as WTI and Brent show that fu-
tures prices have higher price discovery contribution, which indicates that the medium sul-
fur crude oil currently lacks an authoritative price benchmark globally. In general, the
price discovery function of Shanghai crude oil futures has not yet appeared. It is a long
process to become an independent and effective pricing benchmark in the Asia —
Pacific region.

Keywords : Shanghai Crude Oil Futures; Price Discovery; Lead-Lag Relationship;

Contribution Measures
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