
HOW OIL PRICES AFFECT THE PRICE

Researchers at the Federal Reserve Bank of Cleveland looked at movements in the price of oil and stock market prices
and discovered, to the.

Most gasoline is shipped from refineries by pipeline to terminals near consuming areas, where it may be
blended with other products such as ethanol to meet local government and market specifications. WTI futures
were down 7. Gulf Coast hurricane event a bigger threat than rising Middle East tensions. Second, producing
more of something involves increasing marginal cost as less productive resources are called upon. If oil prices
get too hot and begin to soar, it can produce rampant inflation in any economy. A lower price of oil means
that, for a barrel of oil, you can get more of other goods and services. This hurts companies that sell products
and services to consumers. Conventional wisdom holds that an increase in oil prices will raise input costs for
most businesses and force consumers to spend more money on gasoline, thereby reducing the corporate
earnings of other businesses. Most significant will be the availability and price of liquid fuel for transportation.
It is absolutely critical to the functioning of the globalized world. This makes it less dependent on OPEC oil. It
is true that a shift in the PPF can cause a change in the general price level. This decentralization was in
response to the threat of nuclear attack, which was a great concern then. These costs include wages and
salaries, benefits, equipment, lease or rent payments, insurance, overhead, and state and local fees. High oil
prices can drive job creation and investment as it becomes economically viable for oil companies to exploit
higher-cost shale oil deposits. In this perspective, an increase in the price of crude oil appears to increase
inflation through the reduced supply of the many consumer goods using oil as an input. A higher price would
have given other countries the incentive to drill new fields, which are too expensive to open when prices are
low. As of July 1, , total state taxes and fees on gasoline averaged  Gold is one of the best inflation hedges
known to investors. Oil prices do have an impact on the U. No other asset does a better job of protecting
purchasing power than gold. Even in Ancient Rome, as money was diluted with other common metals, people
flocked to the older gold and silver coins that were minted with standard amounts of the precious metals or
gold nuggets in general. Contributor Getty Images News Getty Images Iran is ratcheting up tensions in the
Gulf, with its seizure of a British-flagged tanker, yet oil prices have been relatively unaffected. Hurricane
Harvey, which hit Texas in , was the most recent example of a damaging storm, following the hurricane
seasons of when Katrina and Rita hit the Gulf Coast and again with Hurricane Ike in  A distinction needs to be
drawn between the primary drivers of oil prices and the drivers of corporate stock prices. Taxes add to the
price of gasoline Federal, state, and local government taxes also contribute to the retail price of gasoline. Or
perhaps many have become unsensitized? However, with extreme inflation stocks tend to fall not rise. Oil
makes its impact felt on almost every individual's life, and sends ripples through the stock market.


