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OVERALL ASSESSMENT (provided in English, Czech, or Slovak):

Please provide your assessment of each of the following four categories. The minimum
length of the report is 300 words.

The thesis analyzes transmissions of returns and volatility between crude oil and Euro Stoxx sector

indices. The thesis provides appropriate coverage in terms of the subject’s introduction, review of the
literature, methods, as well as the applied analysis. The empirical work itself is presented with a lot of
details. The language of the thesis is easy to understand. The subject of the thesis is clearly defined.

Contribution

The thesis brings a detailed evidence of the links beween oil prices and development in various
economic sectors proxied by the Euro Stoxx sector indices. It covers European countries over a long
span 1992-2017 with daily data. The thesis identifies the economic sectors that are most affected by
oil price changes. In general links were found in the direction from oil prices to stock prices in terms of
returns but volatility spillovers travel more frequently from stocks to oil prices. Opposite links were
found to be much less frequent. In terms of the financial application the optimal portfolio weights for
crude oil were calculated and shown to be relatively low, implying broader representation of the stocks
in portfolio. Derived hedge ratios further suggest that stocks in some sectors represent an inexpensive
hedging possibilities. The thesis represents a well executed treatment of the subject. The thesis also
represents a clear insight into how different economic sectors are interlinked with a crude oil and
provides specific information reated to construction of a well-diversified portfolio.

Methods

Number of time-series relevant methods and tests are employed. The thesis brings rather extensive
coverage of the techniques used. This might seem expansive at the first sight but from the bachelor
thesis’ perspective it is a good strategy for a student to get fully oriented in the set of techniques
needed to execute the thesis well. The key method used is a bivariate VAR BEKK-GARCH model that
enables to simultaneously estimate the conditional mean and variance equations as well as to
investigate the causal relationships. Based on the output of the VAR BEKK-GARCH model the optimal
portfolio weights and hedge ratio were calculated. The high-frequency daily data represent additional
technical level that a student had to deal with but their use paid off in terms of the high granularity of
the results. The empirical work is performed carefully and step-by-step in accordance with the
techniquest described. Overall the methodology approach is fine, well motivated and skillfully
executed.

Literature

The literature is reviewed in a detail and covers all relevant papers. Further, the thesis contains a very
detailed description of the price developments together with their economic and financial background.
All this helps to better appreciate the results presented in the empirical part.

Manuscript form

The manuscript conforms to formal requirements for the bachelor thesis. It reads well, it contains only
some minor typos. Introduction is clear and motivates well the researched topic. Data are fully
described and well chosen, including the researched time span. Hypotheses are clearly stated.

In case of the successful defense, | recommend the grade “vyborné” (excellent, 1).



Report on Bachelor / Master Thesis

Institute of Economic Studies, Faculty of Social Sciences, Charles University in Prague

Student:

Lenka Nechvatalova

Advisor:

Evzen Kocenda

Title of the thesis:

Volatility transmission between oil prices and European
stock market

SUMMARY OF POINTS AWARDED (for details, see below):

CATEGORY POINTS
Contribution (max. 30 points) |27
Methods (max. 30 points) |26
Literature (max. 20 points) |20

Manuscript Form

(max. 20 points) |18

TOTAL POINTS

(max. 100 points) |91

GRADE

(1-2-3-4) |1

NAME OF THE REFEREE: Evien Koc¢enda

ez

DATE OF EVALUATION: 24.5.2017

Referee Signature




EXPLANATION OF CATEGORIES AND SCALE:

LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature.
The author quotes relevant literature in a proper way.

Strong Average Weak
20 10 0

METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s
level of studies. The thesis topic is comprehensively analyzed.

Strong Average Weak
30 15 0

CONTRIBUTION: The author presents original ideas on the topic demonstrating critical thinking and ability to
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the
thesis.

Strong Average Weak
30 15 0

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a
complete bibliography.

Strong Average Weak
20 10 0

Overall grading:

TOTAL POINTS GRADE
81—100 1 = excellent = vyborné
61 -—380 2 = good = velmi dobfe
41 -60 3 = satisfactory = dobte
0-40 4 = fail = nedoporuduji k obhajobé
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