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Shale Oil & Gas

Oil chiefs warn of end to US shale boom

Companies cut spending and idle their drilling rigs despite Donald Trump’s pledge to
‘unleash’ production

Analysts predict oil output’s first annual fall in years next year © FT montage/Bloomberg
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Q Barak Ravid & (

Trump says again that the talks with Iran will be direct and "at almost the
highest level"

‘i Barak Ravid
X Trump says direct talks with Iran are going to take place on Saturday
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Energy Economics
Volume 95, Maorch 2021, 105119

On the China factor in the world oil market:
A regime switching approach !

Jamie L. Cross 9 * &, Chenghan Hou ® & B | Bao H. Nguyen © * &
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Highlights

Use Markov-switching models to model the relationship between
China's macroeconomic performance and the world oil market

A Markov-switching VAR provides superior in-sample _t to a linear
VAR and a class of time-varying latent-parameter VARs

Demand shocks have a larger impact on the real price of crude oil
during periods of high volatility

Supply shocks have a large e_ect on the price in the low volatility
regime

0il market shocks tend to have little impact on China's real GDP
growth
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Energy Economics
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Sensitivity of the U.S. economy to oil prices
controlling for domestic production and
imports

Ghadebo Oladosu 2 &, Paul Leiby, Rocio Urig-Martinez, David Bowmaon
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Highlights

Risks of large up and down movements in global oil prices remain
significant.

An asymmetric ARDL model is used to evaluate U.S. GDP sensitivity
to oil price shocks.

+ The analysis controls for important U.S. oil market and
: ial

Oil price shocks are found to have significant long-run impacts on
the U.S. GDP

0il production changes have only significant short-run impacts on
the US. GDP
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1.2 Stable market expectations

Acconding to the Cabon Media survey of 14 institutions’, the average market forecast
fior | growth In Febnuary 2023 is 1.8% year on year, down 0.3 percentage paints
froen the previous manth, The average farecast range is between 1.2 and 2.2%, with
magt institutions expecting thower year-on-year CPl growth, In terms of causes, the
fall in food prices and the base effect brought about by the Spring Festiqal are the
main factors dragging down CPL. With regard fo food products, weaker demand and
relatively ample supply after the Spring Festival were the maéin reasors for the drop
in pork and egg prices. In terms of non-food products, the retall prices of refined oll
products wene stable. Cone inflation will continue 1o be driven by the recowery of
services demand after the pandemic peak

The respondents” average forecast for February's year-on-year PP growth was =
1.2%, widening by D4 percentage points from the prevsous moath, with farecasts
ranging between -1.5 and -0.9%, with all respondents expecting the year-on-year
decling to widen. According 1o Caidn Media’s sureey, China's economy is gradually
recovering and inflation is generally stable, and will not pose a constraint on macm
palicy.
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Oil and inflation expectations

In the United States, the Fed estimates that every
$10 per barrel rise in oil prices cuts GDP growth by
0.1 percentage point and increases inflation by 0.2
percentage point. In the euro zone, as a rule of
thumb, every 10% rise in the oil price in euro terms
increases euro zone inflation by 0.1to 0.2 points,

according to European Central Bank research.
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Abstract

This paper studies the effect of oil price shocks on China's consumer and entrepreneur
senliment using a novel Bayesian inference structural vector autoregression model.
Interestingly, we find that oil supply and demand shocks that raise oil prices have
significantly positive effects on both consumer and entrepreneur sentiment. These
effects are more significant on entrepreneur sentiment than on consumer sentiment.
Furthermore, oil price shocks promote consumer sentiment mainly by increasing their
satisfaction with current income and their expectation of future employment. Oil price
shocks would change consumers' saving and consumption decisions but not their plans
to buy cars. Meanwhile, the effect of oil price shocks on entrepreneur sentiment differs
across different types of enterprises and industries.

Keywords Oil price shocks - Sentiment - Consumers - Entrepreneurs - Bayesian
structural VAR

JEL Classification C32 - E30 - Q41

1 Introduction

Expectation and confidence factors become more critical as uncertainty increases in
world economic development (Lamont and Stein 2006; Baker and Wurgler 2007,
McLean and Zhao 2014; Kiinzig 2021). Stabilizing expectations has become the main
task of China’s economic growth under external shocks and the domestic economic
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The effects of oil price shocks on output and inflation in China

Lin Zhao*, ¥un Zhang ™, Shouyang Wang ®, Shanying Xu®
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2022 has been an awful year for investors - in
both stocks and bonds

Total nominal return in US stocks & bonds, for each year 1871
to 2022 (%)

45
40
39
30
25
20

15
o]

19419 1987
1969

L5
o
=
o
o |
L
=)

2022
=20 7 I I I I ' I T I 1
-50 -40 -30 -20 -10 0O 10 20 30 40 50 60

US stocks

FINANCIAL TIMES Source: IEober‘r J Shiller; TS Lombard; FT
calculations




S S e ]y o554z 519 s J8 €00 0555 aiwlstags Sletalow JLAS Cod YAVY o 5s o
Sl a0 S5k ogs wb) Jloy o) 4 Cedly fho w995 Skl @8 5l (g Lol i 895, 3,155 35
Ly g Oy Si? Glaial g Sidgoiy sl ,lid o, cdo

Slaadl 555 059> 50 Lo 205 5 €oljl g 5k Sl gaush (0 350 ozl )0 (a4 16 el oo (glaLad
w}édta.d‘.xw)UMAJSASQ;UBQJ;L‘JJMdob)wipﬁu&ﬁ&muﬂbwww

ol 0355 Vo VY s Sads Jolono bolad ] Sgl Sz 5l
a5) Cend PV i (6550 eels S a5 K 83 e (V=YY & bgy o) IEA slaosls o 5T bl

Coaz b e 42 ST izmen 018 518 T 5l ey alols b VAZ g0 b i g (Gl fieS (5l 0935
sl 035y g3gm0 legazma Voo e Sl 5l T 4y ez (Sly gy Lol 0l S JU5 @ (Sly 5l 030355
Sgazme PPl g CPI jo o laSsd wlad a5 dgiie corpe o uaid (oo lod S LS 3o el

20 dolgm sl o8z wadly Vs Sad ST az STasd




Energy supply

Total energy supply (TES) includes all the energy produced in or imported to a country, minus that which is exported
or stored. It represents all the energy required to supply end users in the country, Some of these energy sources are
used dirsetly while mast are transforrmed inte fuals or electricity far final consumption.

Largest source of energy in China, 2022

Coal

61%

of total energy supply

Total energy supply, China, 2022

Evolution of total energy supply in China since 2000
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Energy supply

Total energy supply (TES) includes all the energy produced in or imparted to a country, minus that which is exported
or stored, It represents all the energy required to supply end users in the country, Some of these energy sources are
used directly while most are transformed into fuels or electricity for final consumption.

Largest sources of energy in United States, 2023

il Natural gas

36% 35%

of total energy supply of total eneegy supply

Total energy supply, United States, 2023
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Evolution of total energy supply in United States since 2000
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Inflation

—Data
Model
Qil shock
e Matching shock
B Discount rate shock
0.07 - ™= Money shock
Initial values

PCE Inflation

S g (65, Ego90 @lS.l).J Soeiwlew @ 4o D g 0ASS Bras B3 )0 4 aS olo oY 3 e
Jdo 4 iy 9w 3,500 £ 7 1) lnan o 5l (65,3 s D95 ] alan 45 canl i el At Lo

O S8 e GBS jolo 4 e Siadly 1 ey SHo b S Sel Slad S0 syl gl aslol o
VY Glolo b dwg, a5 0,5 0)lg pls i aSlin ygubis Vo 0905 ailjg, o Vo VE Jlo jo 0,51 cans

Ol o 8,5 )18 s oKl 0 g 0l olans] ogé-a_gl)wg;:b)\jdf)'lﬂz gy 50 Ay ygudes
Ogedn VA 050 L 50 3l 0009 pgu 5 p90 sload) jo (\VF.O7% 4 S0 ) Ay eudo V¥ L— 3l
u...al.. Wl o> 5l ez SloLly i \IYA 3 e Egezme j0 0,8 u...aL, Iy oz Sloylg 5] VYO AaSlio

VERVOy VT Iy 0950 slad gogu> s Lol wiin ylugd hgmxiows LQ)LQT Ol e




Chinals crude oil | Top 10 Crude Oil Exporters to China
Import Sources in 2024 '

China's crude oll imparts have surged from 1.4 million barrels per
day [bpd] in 2000 to an unprecedented 110 million bpd in 2024,
splidifying its position as the world's largest importer with a 23%
share of global imparts in 2023, GOC countries, Irag, and Iran
collectively supplied over half of these imports, while Russia,
a key supplier, accounted for 20% in 2024,

Crude Oil Imports of China
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Saudi oil price war looks like unspoken
gift to Trump

By Ron Bousso

My 15, 2025 1:51 P CMT#+3:30 - Updated 22 days 390

Saudl Crown Prince Mohammeed Bin Sabman speaics with LS. President Donald Trump on ihe day of ife Sadl-ULS. Investment Fonam, In

RiysaIn, Saud AFaDE, My 15, 2029, BEUTERS/BASN Sy /PLE PHotn PLrthane Lineneins Risees [

SUMMary

= QOPEC+ strateqy helps lower ofl prices at tima of concemns over tariffs
® Trump readfirms LS ties with Saudi in lavish visit te kingdom

® Saudi ofl exports 1o the US have declined in recent decades

LOMDOM, May 15 - 0il barety garnered a mention from ULS. President Donald Trump during his glitoy visit
to Saudi Arabia this week. But the black gold may explain wivy the trip went £o smosthly,

Trump lavished praise on Saudi Crown Prince Mohammed bin Salman, known as MbS, in his speech on
Tuesday at an investment summit in Rivadh as the Kingdom wiveiled .L_"-ﬁIIII'!l billion package for

Investment in the United States and Trump touted a 5742 billlon defence deal.
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< Stock Market News, June 4, 2025: Bonds Rally, Stocks End Mixed Amid Signs of Hiring Slowdo..

Markets Coverage

1day ago

The Last of Biden’s Oil Barrels Hit the Strategic Oil

Reserve

® By Rozhan Fernandez, News Associate

U5, Strategic Petroleum Reserves
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FIGURE SF.1 Commeodity prices and geopolitical conflict

Commodity market responses fo the ansef of the latest conflict have so far
been generally modesi, and prices are expecied fo decline in 2024 under
the baseline forecast Nevertheless, similar geopolitical events since the
early 1970s, offen marked by military confiicls, have bean associated with
higher aif prices and haightened volatiity.

A. Daily prices of Brent crude oil B. Brent future prices before and after
the attacks on Israel
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C. Price changes in selected D. Coal and natural gas prices
commodities since the onset of the

conflict {(October 6, 2023)
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A. Commodity prices
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E. Conflict-driven oil supply
disruptions
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B. Commodity price levels
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Figure 4: Supply Shock Impulse Response Funetions

% WS, Household Consumption (Mon-
2 ol

L%, Total Ol Consumption

Warld Oil Production

VAR Impulse response functions to a one standard deviation oil supply shock for the logs of U.S. real GDP,
115, total oil use, aggregate houschold consumption (net of gasoline), houwschold gasoline consumption, 1.5,
inventories, and world oil production. Regressions performed st quarterly frequency from 1983 to 2012 with
ﬁ'll.lr !il“ﬁ.
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Measuring Geopalitical Risk'

By Damno Carnara AN MaTreo IacoviELLO®

We present a news-based measure of adverse peopolitical events and
associated risks. The geopolitical risk (GPR) index spikes around the
twir werld wars, al the beginning of the Korean War, during the Cuban
Missile Crisis, and after 9/ 11. Higher geapalitical rizk foreshadms
lower investment and employment and (s associated with higher disas-
fer probability and larger downside risks. The adverse consequences
af the GPR index are driven by both the threar and the realizavion of
adverse peopolitical events, We complement onr aggregate measures
with industry- and firm-level indicators of geopolivical risk. Investmens
drops more in industries that are exposed fo aggregole geopalitical
risk. Higher firm-level geopolitical risk is aszsociated with lower
Jirmi-level imvestment, (JEL C43, E32, F51, F52, G31, H36, N40)

Entrepremeurs, markel paricipants, and central bank officials view geopoliti-
cal nisks as key determinants of investment decisions and stock market dynamics.
The Bank of England includes geopolitical risk, together with economic and pol-
Icy uncertamty, among an “uncertainty trinily” that could have significant adverse
economic effects {Camey 20016). In recemt years, the European Central Bank, the
International Moneiary Fund, and the World Bank have routinely highlighted and
monitored the risks 1o the outlook posed by geopolitical tensions." In a 2007 Gallup
survey of more than 1, (K0 investors, 75 percent of respondenis expressed worries
about the economic impact of the varous malitary and diplomatic conflicts happen-
ing around the world.?

From the standpoint of many economic models, adverse geopolitical events and
threats can impact macroeconomic variables through several channels, such as loss
of human life, destruction of capital stock, higher military spending, or increased
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FIGURE 9. THE IMPACT OF INCREASED GEOPOLITICAL RISK
Naotes: The black solid line depicts the median impulse response of the specified variable to a two standard devia-

tion increase in the GPR index. The dark and light shaded bands represent the 68 percent and 90 percent pointwise
credible sets, respectively.
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Figure 11: THE IMPACT OF INCREASED GEOPOLITICAL RISK:
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(b) Response of selected variables to a GPT shock
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Panel A. Impulse rasponsas 1o a GPA shock
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