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Developments in the International Oil Market after
the US-Iraq War

Li-Chuan Chen

Specialist
Economic Research Department, CEPD

Abstract

Following the US-Iraq war, a new wave of oil price hikes swept
the global economy, with the WTI crude-oil spot price soaring from
US$26 per barrel in early May 2003 to a peak of US$70 per barrel at
the end of August 2005.

This surge in oil prices can be attributed mainly to a sharp rise in
demand for petroleum, unlike the previous two oil crises, which are
believed to have been caused by a supply shortage. At the same time,
intense speculation on the petroleum futures market has also
contributed significantly to the volatility of oil prices in the past two
years.

As oil prices are likely to remain high in the future, businesses
will have to contend with a high-cost and low-profit environment,
while consumers will be also encounter inflationary pressure. Hence,
the government needs to come up with appropriate policies to help
businesses and the general public meet the challenges of a
high-oil-price era.
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Tk kiR BP, Statistical Review of World Energy 2005, 14 June, 2005.
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