
DISCUSS HOW RISING OIL PRICE MIGHT

Discuss How Rising Oil Prices Might Affect the Macroeconomic Performance of an Economy. One macroeconomic
objective that might be affected by rising oil prices is the current account of the balance of payments. Government seeks
to control the general level of prices (inflation.

In addition, in recent years fears of supply disruptions have been spurred by turmoil in oil-producing countries
such as Nigeria, Venezuela, Iraq, and Iran Brown  When observing higher oil prices, most of us are likely to
think about the price of gasoline as well, since gasoline purchases are necessary for most households.
Theoretically, one can judge the impact of an oil price shock. Energy Information Administration. It has also
created an incentive to develop alternatives to petrol cars Also, higher oil prices will encourage firms to try
and find more oil supplies, even if it is expensive. This is because transport costs will rise leading to higher
prices for many goods. The IEA warned that recent geopolitical events had increased uncertainty over future
global oil supplies. Likewise, they will spend less on oil-derived products whose prices rise with higher oil
prices. The catalyst was the removal of Egypt's President Morsi from office. A look into the effect of higher
oil prices. It turns out that oil and gasoline prices are indeed very closely related. US car manufacturers paid
more attention to the fuel efficiency of engines. As mentioned above, oil prices indirectly affect costs such as
transportation, manufacturing, and heating. Geopolitics Iran and Venezuela are not the only sources of
geopolitical instability causing oil prices to rise. By contrast, the Fed in the s is more committed to fighting
inflation, the public knows it, and the result has been that, even though headline inflation has risen noticeably
because of the direct effects of oil and commodity shocks, core inflation and inflation expectations remain
contained. What are the possible causes and consequences of higher oil prices on the overall economy? A
marked rise in oil prices will contribute to a higher inflation level. These economies have become increasingly
industrialized and urbanized, which has contributed to an increase in the world demand for oil. The two series
track each other very closely over time: increases in oil prices are accompanied by increases in gasoline prices.
Normally, oil prices drop in the fall and winter. Finally, how monetary policymakers treated the economic
shocks caused by rising oil prices also may have played a role in the impact of the shocks on economic growth
and the inflation rate. Shale producers pushed U. Since the oil price shock of the s, a new wave of countries
began producing oil. Current Account Higher oil prices will lead to an improvement in the current account
position of oil exporters like OPEC countries. A large reason is that developing nations, especially China and
India, have been growing rapidly. Oil price increases are generally thought to increase inflation and reduce
economic growth. Why might the relationship between oil prices and key macroeconomic variables have
weakened? The market you are required to investigate comprises only the international passenger market i.
They usually start bidding oil prices higher in January or February. Oil exporters will see an increase in
foreign currency reserves which they could use to purchase foreign assets. As Blanchard and Gali note, the
late s and early s were periods of large oil price fluctuations, which were comparable in magnitude to the oil
shocks of the s. Global demand in was actually down and global supply was up. That was in response to
higher supply.


