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ABSTRAK

Punca kenaikan harga minyak telah menjadi satu subjek yang diberi perhatian dan kajian
mengenai kepentingan minyak sebagai sumber tenaga utama dunia. Dalam tempoh dua dekad
yang lalu, harga minyak mentah telah turun-naik dengan pantas sekali dan adakalanya secara
drastik. Namun, faktor yang menyebabkan kenaikan ini masih menjadi kontroversi. Kajian
literatur mempunyai dua pandangan. Kumpulan pertama menghujahkan bahawa perubahan harga
minyak adalah disebabkan oleh faktor asas iaitu permintaan dan penawaran. Pihak yang lain
mendakwa bahawa pemboleh ubah kewangan (spekulasi dan pasaran hadapan) memainkan
peranan penting dalam perubahan harga minyak. Tujuan kajian ini adalah untuk menentukan
penyebab utama perubahan harga minyak mentah dengan menggunakan Model Vektor
Pembetulan Ralat. Kajian ini juga untuk menentukan kesan pemboleh ubah baharu dalam
pasaran minyak seperti hari penawaran hadapan dan hasil mudah terhadap perubahan harga
minyak. Kajian ini memeriksa empat faktor utama yang mempengaruhi harga minyak mentah
1aitu pemboleh ubah penawaran, pemboleh ubah permintaan, geopolitik dan spekulasi. Dapatan
kajian menunjukkan bahawa harga minyak dalam tempoh dua dekad yang lalu terutamanya
selepas krisis 2008 ditentukan oleh pemboleh ubah asas iaitu jumlah pelantar minyak, hari
penawaran hadapan dan hasil mudah. Di samping itu, analisis Komponen Utama menunjukkan
bahawa hari penawaran hadapan merupakan faktor terdekat sistem koordinat yang menjelaskan

perubahan harga minyak mentah.

Kata kunci : harga minyak mentah, fundamental, spekulasi, model MVPR, analisis komponen

utama.
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ABSTRACT

Causes of oil price increase have been a subject of much interest and numerous studies given the
importance of oil as the main source of energy of the world. In the last two decades, the price of
crude oil has been fluctuating rapidly and at times drastically. But the causes of the rise in the
price of crude oil still remained a controversy. Literature has two views. The first group argues
that the changes in oil prices are due to supply and demand. The other claims that financial
variables (speculation and future markets) play a big role in crude oil price changes. The
objectives of this study to determine the main determinants of crude oil price changes by using
the VECM model and examine the effect of the new variables in the oil market such as; days of
forward supply and convenience yield on oil price changes. This study examines four main
factors that affect crude oil prices which are; supply variables, demand variables, geopolitics and
speculation. The results of this study indicate that oil prices in the last two decades especially
after the crisis in 2008 are determined by fundamental variables which are total oil rigs, days of
forward supply and convenience yield. Moreover, principal component analysis indicates that
days of forward supply is the nearest factor in the PCA coordinate system which explains the
changes in crude oil prices.

Keywords: crude oil prices, fundamentals, speculation, VECM, principal component analysis.
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GLOSSARY OF TERMS

Crude Oil (Including Lease
Condensate)

Federal Energy Administration

(FEA):

Gross Domestic Product
(GDP)

API gravity

Organization for Economic

Cooperation and Development
(OECD)

Organization of the Petroleum
Exporting Countries
(OPEC)

Real Price

Refinery (Petroleum)

Strategic Petroleum Reserve
(SPR)

West
Intermediate (WTT)

Texas

A mixture of hydrocarbons that exists in liquid
phase in underground reservoirs and remains liquid
at atmospheric pressure after passing through
surface separating facilities. Included are lease
condensate and liquid hydrocarbons produced
from tar sands and oil shale.

A predecessor of the U.S. Energy Information
Administration.

The total value of goods and services produced by
labor and property located in the United States.
The American Petroleum Institute gravity, or API
gravity, is a measure of how heavy or light
petroleum liquid is compared to water.

An international organization helping governments

tackle the economic, social and governance
challenges of a globalized economy. Its
membership comprises about 30 member
countries.

An intergovernmental organization whose stated
objective is to "coordinate and unify the petroleum
policies of member countries.” It was created at the
Baghdad conference on September 10—14, 1960.

A price that has been adjusted to remove the effect
of changes in the purchasing power of the dollar.
Real prices, which are expressed in constant
dollars, usually reflect buying power relative to a
base year.

An installation that manufactures finished
petroleum products from crude oil, unfinished oils,
natural gas liquids, other hydrocarbons, and
alcohol.

Petroleum stocks maintained by the Federal
Government for use during periods of major
supply interruption.

Also known as Texas light sweet, is a grade
of crude oil used as a benchmark in oil pricing.
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CPI
CVAR
CY
DUMMY 04
EIA
FOB
FRED
GDP
G-20
ICE
IEA

L
LFUT4

LOECDDAYS
LOPCAPUTIL

LCY
LRIGS
mb/d
NYMEX
OECD
OLS
OPEC
p/b

SBC
S&P
SPR
SRP

UK
UNCTAD
U.S
uUsD
VAR
WTI

$/b

LIST OF ABBREVIATIONS

Consumer Price Index

Cointegrated Vector Auto regression
Convenience yield

Dummy variable for war

Energy Information Administration

Free On Board

Federal Reserve Economic Data

Gross Domestic Product

The greatest twenty industrialized countries
International Petroleum Exchange in
International Energy Agency

Logarithm

Log for future oil contracts for four months
Log for OECD days

Log for OPEC capacity utilization

Log for convenience yield

Log for total oil rigs

Million barrels daily

New York Mercantile Exchange
Organization for Economic Cooperation and Development
Ordinary Least Squares

Organization of Petroleum Exporting Countries
Per barrel

Schwarz Bayesian Criterion

Standard & Poor's

Strategic Petroleum Reserve

Sulphate Removal Package

United Kingdom

United Nations Conference on Trade and Development
United States

United States Dollars

Vector Auto regression

West Texas Intermediate

Dollar per barrel
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CHAPTER ONE
INTRODUCTION

1.1 Introduction

This Chapter is organized as follows: The Introduction gives a simple overview
about the components of this chapter. This is followed by the Background which
establishes the importance of the topic and provides a simple explanation for crude
oil prices. The problem statement highlights the issues and the gaps in the literature
that is going to be addressed in the study. The following subsections present the
research questions, followed by the objectives of the study. Next is the significance
of studying the determinants of crude oil. The scope of the study and delimitations
of the study is provided in Section 1.7. Lastly, the organization of the study is laid

out at the end of this chapter.

1.2 Background

Crude oil is a strategic commodity. It is a vital source of energy for the world. Oil
production is characterized by high capital and high fixed costs - to produce a wide
range of products through various stages of exploration and production, refining,
marketing and transportation. In addition oil is a deplete resources whose price are
determined by demand, supply and other variables. It should be noted that the supply
of crude oil and demand for petroleum products is influenced by policies of

producing and consuming governments too, especially in the medium and long-term.

In spite of the importance of the alternative oil resources, they are still cannot play a

big role in the oil market because of the big difference in terms of cost, methods of
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