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Introduction
The goal of this project is to create an accurate forecasting model for the price of gasoline in the
U.S. using its own time series data and data on crude oil prices. The forecasts for this data could be used
by consumers to help make decisions for purchasing and using gasoline. These forecasts could also be
used by economists and other researchers in tandem with other forecasting models to predict the status
of the economy.
When reviewing other literature, it appears that most existing forecasts try to predict natural
gas and crude oil prices, without a focus on consumer fuel prices. One paper, cited below, used
consumer survey data to forecast gas prices, since survey data before has out-performed traditional
time-series forecasting models.
Summary of the Data
The first time series tracks the average gas prices in the U.S. from 1991 to 2021. This data is
collected weekly (every Monday at 8:00 am) and measured in dollars per gallon. Approximately 900
retail outlets are surveyed for self-serve gas prices, and these are averaged to provide the reported
values. This data was obtained from the FRED database.
The second time series, intended to be used in conjunction with the first, is of the price of crude
oil from 1986 to 2021. This data is collected daily and is measured in dollars per barrel. West Texas
Intermediate is used as the benchmark oil for the prices.
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Introductory Graphs

Possible Forecasting Method

The initial idea for this project was to forecast gas prices, while also considering crude oil prices
as an explanatory variable. The forecasting horizon would likely be short-term; within a couple weeks,
due to the volatile nature of the data. The accuracy of the forecast will be measured using the standard
measures discussed in class, such as mean absolute error, root mean squared error, mean absolute
percentage error, and mean absolute squared error. Different forecasting methods will be tried, and the
one with the lowest error values will be considered viable.
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