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The Effects of Oil Shocks on the Real Economy in Seoul
Hee-Seok Park* + Min-Young Hwang**
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ABSTRACT : This study analyzes the impact and transmission mechanism on the real economy
of continuoudy rising crude oil prices in Seoul. We st up a VAR model in the form of a small
open economy condsted of four Seoul’s red variables(Regionad GDP, Number of Employment,
Household Consumption Expenditure and Consumer Price Index) and the nation's three financial
variables(Composite Stock Price Index, Exchange Rates and Interest Rates) and Dubai crude ail
prices. Using the VAR modd, we conduct counterfactua policy experiments that the oil price shocks
impact on the real economy in Seoul. According to the counterfactua policy experiment results,
when a one percentage unexpected shock occurs to oil prices, the red economy such as production,
consumption and employment in Seoul is analyzed to decline in the opposite direction of the red
sector compared to without the impact of high oil prices. In addition, we can find that the speed
of economic decline is much fagter in the financial sector than in the red sector. The current trend
of high ail prices seems to structural and to adhere in the future. Therefore, Seoul metropolitan
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government should be presented differentiated energy policies of home, industry, transportation
sectors to have an economic competitiveness in future.
Key Words : Oil Shock, Impulse Response Andysis, Counterfactual Experiment
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222 N HHAE Znt

22 2-1) 2 kol B2 B4 UL

A2 RGDP CONS EMP CPI OIL KOSPI CYB ER
1 0.000000 0.000000 0.000000 0.000000 0.010000 | -0.001849 0.007301 | -0.000196
2 -0.000040 | -0.000304 | -0.000044 0.000042 | -0.000465 | -0.001268 0.009079 0.000379
3 -0.000172 | -0.000533 | -0.000118 0.000090 | -0.000378 | -0.000494 | -0.000817 0.000268
4 -0.000201 | -0.000529 | -0.000157 0.000101 | -0.000089 | -0.000084 | -0.004430 | -0.000009
5 -0.000161 | -0.000444 | -0.000156 0.000093 0.000073 0.000161 | -0.004589 | -0.000128
6 -0.000105 | -0.000343 | -0.000136 0.000079 0.000145 0.000248 | -0.003455 | -0.000159
7 -0.000057 | -0.000257 | -0.000111 0.000065 0.000155 0.000245 | -0.002195 | -0.000143
3 -0.000023 | -0.000194 | -0.000087 0.000056 0.000135 0.000204 | -0.001260 | -0.000113
9 -0.000001 | -0.000149 | -0.000068 0.000049 0.000108 0.000157 | -0.000707 | -0.000084
10 0.000012 | -0.000118 | -0.000053 0.000045 0.000083 0.000118 | -0.000435 | -0.000062
11 0.000021 | -0.000095 | -0.000042 0.000042 0.000063 0.000090 | -0.000321 | -0.000043
12 0.000026 | -0.000076 | -0.000034 0.000040 0.000050 0.000071 | -0.000277 | -0.000038
13 0.000031 | -0.000060 | -0.000027 0.000039 0.000041 0.000058 | -0.000252 | -0.000032
14 0.000034 | -0.000046 | -0.000022 0.000037 0.000034 0.000049 | -0.000226 | -0.000027
15 0.000038 | -0.000033 | -0.000017 0.000036 0.000028 0.000042 | -0.000196 | -0.000023
16 0.000040 | -0.000023 | -0.000013 0.000035 0.000024 0.000036 | -0.000163 | -0.000020

(22 22> 2 %ol TN YA AR

Alxk | RGDP_C | CONS _C | EMP C CPL_C OIL KOSPI_ C | CYB C ER_C
1 0.000000 0.000000 0.000000 0.000000 0.010000 0.010000 | -0.007386 | -0.000019
2 0.000158 0.001256 0.000330 | -0.000173 | -0.000465 0.002862 0.019164 | -0.001582
3 0.000314 0.001262 0.000549 | -0.000213 | -0.000378 0.000729 0.023035 | -0.000163
4 0.000225 0.001050 0.000568 | -0.000185 | -0.000089 | -0.000565 0.018777 0.000284
5 0.000105 0.000789 0.000503 | -0.000141 0.000073 | -0.001019 0.012470 0.000418
6 0.000012 0.000576 0.000413 | -0.000101 0.000145 | -0.001039 0.007102 0.000383
7 -0.000040 0.000432 0.000327 | -0.000074 0.000155 | -0.000875 0.003517 0.000296
3 -0.000059 0.000343 0.000257 | -0.000058 0.000135 | -0.000674 0.001542 0.000211
9 -0.000059 0.000289 0.000204 | -0.000049 0.000108 | -0.000501 0.000671 0.000149
10 -0.000051 0.000253 0.000165 | -0.000045 0.000083 | -0.000375 0.000412 0.000109
11 -0.000042 0.000224 0.000135 | -0.000042 0.000063 | -0.000290 0.000416 0.000086
12 -0.000036 0.000197 0.000111 | -0.000041 0.000050 | -0.000234 0.000434 0.000073
13 -0.000033 0.000170 0.000092 | -0.000039 0.000041 | -0.000196 0.000526 0.000064
14 -0.000032 0.000144 0.000076 | -0.000037 0.000034 | -0.000167 0.000520 0.000053
15 -0.000033 0.000119 0.000062 | -0.000036 0.000028 | -0.000143 0.000474 0.000051
16 -0.000035 0.000096 0.000050 | -0.000034 0.000024 | -0.000122 0.000407 0.000045




