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. Fractional Cointegration Model.
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1. Baili & et al.
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3. Choudhry.
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Abstract

One characteristic of natural gas markets is frequent price swings, which create a
price risk that needs to be managed through appropriate hedging strategies. This
study attempts to estimate an optimal hedging option. We use the information
provided by the stock exchange for future contracts of between one and four months
for the period 2000-2016. We apply the OLS, VECM -GARCH and BEKK-GARCH
methods to compare the risk born with or without hedging using futures contracts.
We find that the use of futures contracts is justified. We notice that the longer the
time frame of future contracts, dynamic models suggest an increased rate of
hedging.
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