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Abstract; This study explore the possibility of structural breaks in daily realized volatility series of agri-
cultural commodity futures, and conduct an out-of-sample forecast to explore the effects of structural
break on the performance of ARFIMAX-FIGARCH models for the realized volatility forecast, concentra-
ting on procedures that utilize a variety of estimation window sizes designed to accommodate the potential
structural breaks. The results indicate that the realized volatility of agricultural commodity futures exhibits
the properties of structural breaks, asymmetry, and double long memory. In addition, combination fore-
casts with time varying weights across individual forecast models estimated with different estimation win-
dows performs well, and the nonlinear combination forecasts with weights chosen based on a nonparamet-
ric kernel regression and the linear combination forecasts with weights chosen based on non-negative re-
stricted least squares and Schwarz Information Criterion appears to be the most effective methods for fore-
casting the realized volatility of agricultural commodity futures under structural breaks.
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1 fiRMGIHE
Table 1 Summary statistics
Mean Std. dev. Skew Excess Kurtosis JB L(]l:n_gég(;x (qLiVIZ) (qI;N:O)
W IIPT(T=2198)
735.120 26.896 44. 402 17.050
Returns -0.008 0.809 -0.113 2.824 10.000] [0.092] [0.000] 10.000]
Standardized _0.001 0.974 0.071 _0.509 25.628 18.977 4.726 2.487
returns [0.001 ] [0.062 ] [0.009 ] [0.005]
Squared 0. 655 | 438 5.016 54108 2.818e +005 379.496 62.398 16.781
returns [0.000] [0.000] [0.000] [0.000]
Realized 5.548e +05 2 436.260 17.432 17.739
variance 0.6 0.920 6.8l 70712 0,000 [0.000]  [0.000]  [0.000]
Log realized 56. 165 7 415.150  355.920 88.833
variance ~0.934 0.938 0-260 0585 [0.000 ] [0.000 ] [0.000] [0.000]
BIBIAST(T=2182)
Returns -0.035 1.468 -0.153 1.506 214. 64 20. 168 22458 13.128
[0.000] [0.447] [0.000] [0.000]
Standardized 0.006 L 014 0.136 _0.346 17.657 12.133 9.815 2.182
returns [0.000] [0.911] [0.000] [0.016]
Squared 5 157 4045 4.203 25537 6.592¢ +04  309.761 4.908 14.817
returns [0.000] [0.000] [0.007] [0.000]
Realized 5 135 5 638 5005 44, 406 1.887e +05 3 380.380  281.850 61.207
variance [0.000] [0.000] [0.000] [0.000]
Log realized 0.322 0.919 0.083 0.118 3.783 6 522.000  360.870 82.745
variance [0.151] [0.000] [0.000] [0.000]
SRS (T=2195)
Returns -0.003 0.916 -0.108 1.753 285.250 23.651 24.338 14.943
[0.000] [0.258] [0.000] [0.000]
Standardized 24.424 19.137 6.344 1.972
returns 0-018 0981 0.07% “082 0 0000]  [0.513]  [0.002]  [0.033]
Squared 0.839 L 627 4,406 27 131 7.438¢ +04  511.998 9.550 10. 678
returns [0.000] [0.000] [0.000] [0.000]
Realized 0.871 1,251 6.330 7. 062 4.896e +05 3 589.040 54.486 24.303
variance [0.000] [0.000] [0.000] [0.000]
Log realized 50.225 9 759.770  228.360 66.922
yariance 0.6 0936 0.313 0-388 0,000 [0.000] [0.000]  [0.000]
SR /INE ST (T =2 200)
2 013.800 32.164 31.237 11.554
Returns -0.049 0.690 0.081 4.684
[0.000] [0.051] [0.000] [0.000]
Standardized 5.044 13.961 2.927 1.756
returns ~0-0% 0- 880 ~0-002 ~0.235 [0.080]  [0.832]  [0.048]  [0.043]
Squared 0.479 1 232 6.753 64. 025 3.925¢ +05  293.063 14.583 5.103
returns [0.000] [0.000] [0.000] [0.000]
Realized 0. 506 0.792 9. 43 157.310 2.30le +06 2 397.310 9.776 4.318
variance [0.000] [0.000] [0.000] [0.000]
Log realized 40.794 11 545.400 1041.800  257.300
variance JhT 09200 0.308 026 15000] [0.000] [0.000] [0.000]
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Fig. 1 Log realized variance and the estimations of mean for each of regimes
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#2 ARFIMAX (1, d, 1) -FIGARCH (1, d,, 1) fEI[fh45
Table 2 Estimation results of the ARFIMAX (1,d,1) -FIGARCH(1,d,,1) models
FEREN SN THA THA 2 THA3 FHEA 4 FHEAS FHAG6
- 2003/8/1 - 2003/8/1 - 2004/10/14 - 2006/2/21 - 2007/9/3 - 2009/3/3 - 2010/2/22 -
2012/8/31 2004/10/13 2006/2/20 2007/8/31 2009/3/2 2010/2/12 2012/8/31
b -0.017(0.007) -0.039(0.004) -0.021(0.003) -0.025(0.011) =-0.018(0.012) -0.037(0.002) -0.019(0.008)
¢ 0.084(0.035)  0.029(0.011)  0.088(0.034)  0.115(0.050)  0.097(0.021)  0.119(0.059)  0.100(0.041)
wWod 0.508(0.079) 0.122(0.058) 0.265(0.088) 0.207(0.086) 0.365(0.069) 0.290(0.057) 0.424(0.041)
SN 0.079(0.583) 0.909(0.087) 0.446(0.324) 0.747(0.181) -0.399(0.151) 0.259(0.226) -0.052(0.550)
W6, -0.250(0.638) -0.678(0.253) —-0.409(0.122) —0.562(0.199) 0.305(0.133) —-0.312(0.351) —0.168(0.675)
" d, 0.473(0.042) 0.329(0.067) 0.364(0.099) 0.316(0.071) 0.459(0.092) 0.054(0.220) 0.060(0.124)
@, 0.395(0.074) 0.260(0.211) 0.663(0.124) 0.543(0.178) 0.409(0.138) 0.246(0.232) 0.684(0.283)
B 0.788(0.036) 0.795(0.204) 0.901(0.040) 0.852(0.042) 0.768(0.152) 0.011(0.127) 0.709(0.267)
- 2003/8/1 - 2003/8/1 - 2004/7/27 - 2006/1/17 - 2007/2/9 - 2008/5/15 - 2009/5/15 -
2012/8/31 2004/7/26 2006/1/16 2007/2/8 2008/5/14 2009/5/14 2012/8/31
b -0.008(0.005) -0.069(0.012) -0.015(0.005) -0.046(0.007) -0.059(0.006) -0.037(0.006) -0.008(0.004)
¢ 0.129(0.026) 0.286(0.028) 0.260(0.063) 0.230(0.088) 0.123(0.059) 0.116(0.056) 0.059(0.038)
% d 0.474(0.049) 0.369(0.047) 0.480(0.076) 0.446(0.078) 0.385(0.069) 0.294(0.057) 0.440(0.089)
B @ 0.007(0.174)  —0.030(0.271) —-0.351(0.076) —0.561(0.241) —0.531(0.176) 0.212(0.256)  0.185(0.201)
o6, -0.149(0.197) -0.113(0.315) 0.190(0.507) 0.454(0.134) 0.543(0.150) -0.307(0.350) -0.356(0.212)
% d, 0.479(0.052) 0.384(0.066) 0.473(0.096) 0.454(0.050) 0.430(0.073) 0.054(0.220) 0.482(0.084)
@, 0.502(0.074) 0.137(0.244) 0.368(0.103) 0.435(0.159) 0.248(0.098) 0.246(0.032) 0.534(0.111)
B 0.846(0.039) 0.444(0.239) 0.771(0.100) 0.766(0.099) 0.704(0.105) 0.811(0.127) 0.855(0.043)
- 2003/8/1 - 2003/8/1 - 2004/10/14 - 2006/2/27 - 2007/9/3 - 2009/10/20 -
2012/8/31 2004/10/13 2006/2/24 2007/8/31 2009/10/19 2012/8/31
b —0.007(0.004) —-0.030(0.006) —0.010(0.001) -0.040(0.001) —0.033(0.004) —0.028(0.002)
¢ 0.129(0.031) 0.198(0.060) 0.231(0.068) 0.111(0.056) 0.179(0.043) 0.073(0.063)
5 d 0.545(0.067) 0.484(0.029) 0.504(0.055) 0.540(0.066) 0.371(0.049) 0.499(0.052)
o oe 0.269(0.153) 0.944(0.018) 0.201(0.191) 0.165(0.216) -0.475(0.126) 0.158(0.127)
W6, -0.501(0.184) —0.161(0.142) —-0.764(0.339) —0.457(0.216) 0.475(0.17)  -0.614(0.237)
e d, 0.452(0.042) 0.336(0.044) 0.306(0.051) 0.432(0.068) 0.485(0.087) 0.449(0.078)
el 0.455(0.071) 0.014(0.068) 0.481(0.270) 0.462(0.209) 0.393(0.103) 0.475(0.181)
B, 0.806(0.048) 0.974(0.005) 0.693(0.276) 0.900(0.094) 0.800(0.073) 0.809(0.121)
- 2003/8/1 - 2003/8/1 - 2004/7/2 - 2006/7/17 - 2009/3/5 - 2010/09/30 -
2012/8/31 2004/7/1 2006/7/14 2009/3/4 2010/9/29 2012/8/31
b -0.013(0.007) -0.080(0.016) -0.024(0.010) -0.029(0.008) -0.013(0.006) -0.025(0.012)
c 0.119(0.030) 0.104(0.034) 0.143(0.059) 0.080(0.048) 0.130(0.062) 0.077(0.063)
g d 0.523(0.066) 0.502(0.063) 0.377(0.050) 0.428(0.056) 0.430(0.073) 0.472(0.086)
# e 0.150(0.379) -0.061(0.663) 0.351(0.151) 0.688(0.935) 0.753(0.153) -0.131(0.374)
o6 -0.331(0.423) -0.053(0.592) -0.648(0.153) -0.738(0.980) -0.841(0.099) -0.041(0.410)
fed,  0.477(0.043)  0.550(0.082)  0.417(0.053)  0.485(0.047)  0.212(0.080)  0.400(0.087)
@, 0.434(0.052) 0.410(0.130) 0.194(0.091) 0.435(0.144) 0.060(0.084) 0.420(0.112)
B 0.824(0.040) 0.832(0.088) 0.611(0.109) 0.837(0.154) 0.976(0.002) 0.786(0.097)
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Table 3  Loss function for individual and combination forecasts

fm LSRNy B 52 SRR SRAZ IR
- Value Rank Value Rank Value Rank Value Rank
5 R4 MSE
TR
Expanding window 0.268 3 14 0.4209 14 0.4659 7 0.674 3 14
Rolling window 0.257 5 9 0.406 1 6 0.476 6 14 0.646 7 13
0.5 rolling window 0.2619 12 0.411 0 12 0.470 7 11 0.632 4 11
0.25 rolling window 0.2552 0.406 3 7 0.469 6 9 0.6190 8
Breaks 0.2555 0.412 4 13 0.466 0 0.6123
LML A T
CM combined 0.2599 12 0.4109 11 0.4750 13 0.639 5 12
Mean-windows 0.257 8 11 0.408 9 9 0.470 6 9 0.630 5 10
Trimmed mean-windows 0.257 5 9 0.407 2 8 0.4713 12 0.629 3 9
OLS 0.240 8 4 0.398 4 2 0.417 7 5 0.606 8 5
NRLS 0.2333 2 0.402 7 4 0.373 6 2 0.604 7 2
ERLS 0.2409 5 0.398 4 2 0.416 0 4 0.606 6 4
WILSP 0.2479 6 0.409 1 10 0.418 9 6 0.614 5 7
SIC 0.234 6 3 0.404 5 5 0.3775 3 0.606 4 3
LM A T
ANN 0.268 3 14 0.422 6 15 0.495 1 15 0.838 1 15
NKR 0.230 6 1 0.391 0 1 0.3399 1 0.603 1 1
5% B QLIKE
il
Expanding window 0.1319 14 0.137 2 14 0.144 7 13 0.127 3 14
Rolling window 0.129 5 10 0.1350 6 0.143 2 8 0.123 1 13
0.5 rolling window 0.130 1 13 0.136 1 12 0.1452 15 0.121 8 11
0.25 rolling window 0.128 6 0.1351 7 0.143 9 11 0.120 1
Breaks 0.129 0 0.136 1 12 0.143 1 7 0.119 8
2 2H & T
CM combined 0.129 5 10 0.1355 10 0.144 0 12 0.122 7 12
Mean-windows 0.129 1 8 0.1352 8 0.143 5 9 0.1215 10
Trimmed mean-windows 0.129 1 8 0.1352 8 0.143 5 9 0.1212 9
OLS 0.1290 6 0.133 4 4 0.1303 5 0.1122 5
NRLS 0.119 6 2 0.1329 3 0.123 2 2 0.110 0 2
ERLS 0.126 1 4 0.134 6 5 0.129 2 4 0.1118 4
WLSP 0.1299 12 0.1355 10 0.1317 6 0.120 4 8
SIC 0.1199 3 0.1319 2 0.123 6 3 0.110 4 3
M A T
ANN 0.1335 15 0.1417 15 0.1450 14 0.3213 15
NKR 0.1190 1 0.1312 1 0.123 0 1 0.109 2 1
PR KD = -1
BTG
Expanding window 0.159 7 14 0.197 9 14 0.2190 7 0.258 3 14
Rolling window 0.1552 10 0.193 0 6 0.219 8 12 0.248 3 13
0.5 rolling window 0.156 9 12 0.1952 12 0.2217 14 0.244 2 11
0.25 rolling window 0.154 0 0.193 1 7 0.2195 10 0.240 2
Breaks 0.154 6 0.1956 13 0.218 6 6 0.238 8
2R 2H A T

CM combined 0.1559 11 0.194 4 11 0.220 5 12 0.246 8 12
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o ECR BRI B% LA oik & I 4
Value Rank Value Rank Value Rank Value Rank
Mean-windows 0.1551 9 0.1939 10 0.219 4 9 0.243 7 10
Trimmed mean-windows 0.1550 8 0.193 4 8 0.2195 10 0.2432 9
OLS 0.1412 5 0.192 7 5 0.2156 5 0.236 4 5
NRLS 0.133 2 2 0.1913 2 0.208 6 2 0.230 1 2
ERLS 0.140 1 4 0.1923 4 0.214 0 4 0.233 8 4
WLSP 0.148 8 13 0.193 7 9 0.2190 7 0.2395 6
SIC 0.133 8 3 0.191 6 3 0.209 6 3 0.230 8 3
ALk 20 A T
ANN 0.164 1 15 0.202 1 15 0.226 8 15 0.296 6 15
NKR 0.130 7 1 0.191 0 1 0.202 5 1 0.229 2 1
1) BAIGTI  BEF ARl 127 1 9 ARFIMAX(1,d,1)-FIGARCH(1,d, ,1) #R!
4 TR MCS K 4h
Table 4 MCS results for forecasting models
o KoM R A T
- T, Ts T, Ts T, Ts T, Ts
15 R MSE
Expanding window 0.000 0.000 0.000 0.000 0.007 0.008 0.000 0.000
Rolling window 0.000 0.000 0.063 0.075 0.002 0.002 0.000 0. 000
0.5 rolling window 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.001
0.25 rolling window 0. 000 0.000 0.063 0.062 0.006 0.007 0.002 0.011
Breaks 0.000 0.000 0.000 0.000 0.016 0.012 0.057 0.066
CM combined 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0.001
Mean-windows 0. 000 0.000 0.007 0.011 0. 000 0. 000 0. 000 0.001
Trimmed mean-windows 0.000 0.000 0.007 0.015 0.001 0.001 0.002 0.004
OLS 0.005 0.009 0.727°"  0.908 " 0.072 0.084 0. 064 0.072
NRLS 0.711"" 0.853"" 0.681°" 0.570"" 0.826"" 0.866"" 0.874"" 0.879""
ERLS 0.005 0. 006 0.727""  0.908 " 0.078 0.086 0.064 0.072
WLSP 0. 005 0.006 0.000 0.011 0.054 0.066 0.057 0.068
SIC 0.711""  0.493*" 0.288"" 0.391" 0.084 0.093 0.263""  0.443""
ANN 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000
NKR 1.000"" 1.000"" 1.000"" 1.000"" 1.000"" 1.000"" 1.000"°" 1.000""
K R %L: QLIKE
Expanding window 0. 000 0.000 0. 000 0.000 0. 000 0. 000 0. 000 0. 000
Rolling window 0.001 0.002 0.074 0.082 0.006 0.004 0.000 0.000
0.5 rolling window 0. 000 0. 000 0. 000 0.001 0. 000 0. 000 0.001 0. 000
0.25 rolling window 0.015 0.031 0.077 0.062 0.002 0.001 0.052 0.047
Breaks 0.015 0.033 0.001 0.002 0.006 0.004 0.055 0.044
CM combined 0.007 0.009 0.001 0.002 0.002 0.001 0.001 0.001
Mean-windows 0.013 0.028 0.009 0.014 0.006 0.004 0.002 0.001
Trimmed mean-windows 0.013 0.027 0.009 0.016 0.006 0.004 0.003 0.002
OLS 0.024 0.037 0.320""  0.363"" 0.014 0.013 0.072 0. 065
NRLS 0.825"" 0.875" 0.542""  0.578"" 0.664"" 0.705"" 0.405""  0.400""
ERLS 0.035 0.040 0.097 0.099 0.022 0.018 0.078 0.070
WLSP 0.000 0.002 0.001 0.004 0.008 0.007 0.043 0.039
SIC 0.790""  0.799*"  0.542*" 0.577*" 0.627"" 0.670""  0.372"" 0.334"
ANN 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
NKR 1.000""  1.000""  1.000""  1.000""  1.000 " 1.000 *~ 1.000 *~ 1.000 *~
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(i 4)
_— LR Byt ST s A W1
T, T, T, T, T, T, T, T,
PR D = -1
Expanding window 0.000 0.000 0.000 0.000 0.028 0.024 0.000 0.000
Rolling window 0. 000 0. 000 0.010 0. 005 0. 004 0.002 0. 000 0. 000
0.5 rolling window 0.001 0.001 0.001 0. 000 0. 000 0. 000 0.001 0. 000
0.25 rolling window 0.008 0.007 0.013 0.012 0.012 0.010 0.007 0. 006
Breaks 0.008 0. 006 0. 000 0. 000 0.015 0.012 0.011 0.009
CM combined 0.001 0. 000 0.001 0. 000 0. 000 0. 000 0.001 0.001
Mean-windows 0.003 0. 002 0.003 0.001 0. 001 0. 000 0. 002 0. 001
Trimmed mean-windows 0.003 0.002 0.007 0.005 0.003 0.002 0. 004 0. 004
OLS 0.015 0.012 0.027 0.018 0.025 0.024 0.056 0.052
NRLS 0.218 %  0.224%  0.540°"  0.532% 0.775°°  0.760""  0.628°"  0.615""
ERLS 0.032 0.028 0.055 0.048 0. 066 0. 064 0. 064 0.062
WLSP 0. 000 0. 000 0.003 0.001 0. 009 0.008 0.057 0. 054
SIC 0.150°  0.144*  0.212°  0.205°  0.182°  0.180°  0.114*  0.112"
ANN 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000 0. 000
NKR 1.000*"  1.000°*  1.000"" 1.000"* 1.000"* 1.000"* 1.000**  1.000""
4 FRgELE ] B A HER, 0 B AR ™ i 0 B T S B R LA &40,

FEA= SIS R N 5, S %A
Z WO R LR, s R
o R X SR B A AL, T A 1 5748 L
St M S M IC IR il T, BRI
TGRSR BIEEE . , RA IR A
A U5 T S S R A ZE R AR AL, RIS 5 3R
FEL R 7 it 0 B e S 3R AE A IO, 0T XRG4
BN 53 BEAE ARG VA Fr) 2 A 00 AR SR 7 47 XU A
O REAS S0 K] b 77 8 T 7 3l S A
SR BIE R BLSETE S o ARSI AR = ] 5T 2 52
LI Eh R 7 5 IS RASSF R SR, i e Ay i
A E B K /hEY ARFIMAX-FIGARCH #% %l &
FLEAEANAR LR 2 TS TR T A 7™ it 0 6%
G E LB SR, FHoR AT A BhiA # MCS £
B PN M EL A UM R A I PR B . WP ST 2R
R @ &SR C 52 B 8l 5 5 1 B K
FEAIX (] AR B S5 H SASRFAE | FLAT ROV L K
RUICALHE, I HLE5 0 R A8 AR5 — i & 19 75 WL
T, BORIERE b A e, O T 3 E L™ b
MRS RET R EA CBORWT FF
fif, @ ARFIMAX (1, d, 1) -FIGARCH (1, d,,
1) TSR t 45 H R ALK B B A2 1 TR AR X
] E B AT HE S SR XA B T HE AR B3
M2E50, Horb, FLAFRRN S 1A TR X ]
ARG TR A 2 R AR 2 R RO O T R A X

FEFREAIX 8] S NI, i KA MES % d
BAFREAR X 0] L Al T E AR 4 K 250G B R R L
BRI ] BB AE /N, BRI P i 0 52 T S0 3l
RIEACNIETE FREAR X ] R4 55, @ 1Er A it
JREEMARET , JE TR SR A5 4y 5848
R E] %7 119 ARFIMAX (1, d, 1) -FIGARCH
(1, d,, 1) BRUGEPaFp e = 562 0 2 SC 3L 3
I TIORS BE A — € L IE T3 A [R] 2 11 p Ly
i, X2, S AR Bl R S R TR AR MEA
RE PRGN ASE AL () B AR A T Kb, @ X T
RGO /N ARFIMAX (1, d, 1) -FI-
GARCH (1, d,, 1) HL& 75 /% 53 F i (e 28 17
B AR A 2 65 36 5 i 6% A1k B8 M A 1% 0 20 38 1o
i, HHET NKR BAES G A AL
NRLS 1 SIC PR 21 A 1 0 455 7Y J2 A 45 44 58 78 2%
AT S0 AR 7 S0 5 T 3 b B U A R s
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