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An Empirical Study on the Long Run Equilibrium
ABSTRACT and Market Integration of International Energy
Prices: Evidence from the Error Correction Model

Yeonyi Lim" and Dae-Wook Kim™

This Study explores the long run equilibrium and market
integration of international coal, oil and natural gas prices using
weekly data from January 2004 to September 2015. Our test
results from error correction model yield increased estimates for
the long run equilibrium and the degree of market integration,
when compared to previous literature. These higher parameters
are likely to be driven by the wide spread of shale oil and shale
gas from 2007. These empirical results imply that energy prices
of primary fuels are adjusted more quickly to external shocks
after 2007. Our results are also expected to be informative when
energy firms purchase primary fuels in the spot market or using
long term agreements.
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