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An Analysis Using Disaggregated

The Effect of International Oil Price Fluctuation Based on Disentangling
Shocks on Chinese Industries: 1998—2015
TAN Xiao—fen', HAN Jian?’, YIN Wu—xian®

(1. School of Finance, Central University of Finance and Economics, Beijing 100081, China;
2. School of Economics, Nanjing University, Nanjing 210093, China;
3. School of Economics, Peking University, Beijing 100871, China)

Abstract: Based on SVAR model, the paper analyzes the effect of three structural shocks that lead to
international oil price fluctuation on Chinese industries from 1998 to 2015. The results indicate that the negative oil
supply shocks, positive oil-specific—demand shocks and the speculating shocks reduce Chinese industrial production.
The industries with higher energy —intensity or with higher ratio of state —owned enterprise production are less
negatively affected than lower ones. The rise of oil price caused by aggregate demand shocks increase output. The
domestic demand shocks have more positive influences on industries than foreign demand shocks. The emerging—
economy demand shocks are much more important than developed—economy demand shocks concerning their output
expansion effect. Because China is highly complementary to the developed economies, and is more competitive with
the emerging economies in terms of production and foreign trade. The higher the exporting dependence, the greater
the positive influence of foreign demand shocks and developed —economy demand shocks on Chinese industrial
production. The oil-specific—demand shocks reduce Chinese industrial production more greatly than other shocks.
To cope with the negative effects of oil price fluctuations effectively, China needs to change the pattern of
economic growth, improve the pricing mechanism of refined oil product and build the crude oil futures’ market
and the financial energy system.

Key Words: oil price shocks decomposition; industrial sectors; energy —intensive degree; degree of
dependence on export
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