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Overview
This study investigates how oil price fluctuations have influenced the macroeconomic performances of economies in ASEAN, the Asian-Oceanic region and South Asia. Whilst there are a number of singular country studies, this study provides a comprehensive cross-country comparative analysis for the region as a whole. The direction of causality is given by the short-run relationship while the impact of oil price on the macroeconomic performances is shown by the long-run relationship. It finds that the oil price-GDP relationship appears to be distinct among countries by their economic characteristics. 
One of the earliest and most influential studies identified the negative relationship between oil prices and macroeconomic indicators by demonstrating that almost all the recessions in the United States after World War II had been preceded by an oil price increase (Hamilton, 1983). This has been reaffirmed by many studies amongst other arguments that had been raised (Hamilton, 1996; 2004). In the United States, the relationship was found to be negative and relatively stable (Gisser and Goodwin, 1986). For several other countries studied, the results were mixed but mostly reinforced evidence that the 1973 oil price shocks had a substantial impact on macroeconomic indicators (Burbridge and Harrison, 1984). However, further examination of oil price shocks has raised other arguments. Structural breaks in the data after 1986 indicated a changing, unstable oil price-macroeconomic relationship (Hooker, 1996). There is a wide belief that there has been a declining oil price-macroeconomic relationship (Mork et al., 1989, 1994; Abeysinghe, 2001). A country study on Singapore also indicated a declining relationship, with oil price shocks only having a marginal impact on macroeconomic indicators (Chang and Wong, 2003). 
A large proportion of the existing research focuses on oil price-macroeconomic relationships in Western and developed economies, particularly for the United States. Although there are a number of singular country studies, there seems to lack a comprehensive cross-country comparative study for the ASEAN, Asian-Oceanic and South Asia region as a whole. This study aims to fill the gap in the literature. The rest of the study is organized as follows. Section 2 is a review of existing literature in this field of study. Section 3 describes the methodology of the tests used. Section 4 is devoted to a description of the data followed by empirical results and analysis. Section 5 concludes the study.
Methods
The analysis begins with the identification of possible cointegration in these relationships by means of unit root tests for stationarity and Engle-Granger cointegration tests. Cointegration between non-stationary time-series indicates that a linear combination of the time-series is stationary. In this case, a Vector Error Correction Model (VECM) is implemented where error correction is used to observe variations seen from the long-term cointegration relationship. Following this, two diagnostic views in the VECM, Impulse Response Functions (IRF) and Variance Decomposition (VDC), are used to analyze the long-run relationship between oil prices and the macroeconomic indicators. A Vector Autoregressive (VAR) Model is used when the time-series in the relationships do not show cointegration and is followed by an Autoregressive Roots (AR) test to check for the stability of the VAR model. The Granger-Causality test to identify the direction of the causal relationship between oil prices and the macroeconomic variables is conducted on stable series. The Granger-Causality test is also applied to the aforementioned cointegrated series. 

Results
The impact of oil price on macroeconomic variables for countries with comparable characteristics appears to be similar. Countries are classified according to their macroeconomic characteristics to form three broad categories: Asian countries that export oil and are in a position to gain an advantage from a positive oil price shock; small open economies for which trade plays a big role in their economic activity and large, rapidly growing economies like China and India. The key findings of this study are summarized in the following paragraphs.
The first category of countries includes Asian oil-exporting countries, Malaysia and Indonesia. The GDP of these countries are positively impacted by an increase in oil prices. As substantial oil-exporters, an increase in the oil price causes their GDP to increase, explaining their upward-sloping GDP impulse-response functions. Since economic activity in Indonesia’s and Malaysia’s oil-importing partners is negatively affected by an oil price increase, reduced trade causes a dent in the positive impact of an oil price shock on GDP. The GDP variance decomposition also shows that a large percentage of the volatility in GDP is contributed by oil price variance, which signifies that oil price plays a substantial role in influencing their GDP.
The second category of countries includes small open economies like Singapore, New Zealand and Taiwan. The GDP of these countries is negatively impacted by an oil price shock in the short-run but improves in the long-run. Lacking sufficient energy resources, these countries are relatively more reliant on external sources for their energy needs. A dramatic shock in the price of imported oil understandably hinders economic activity.  The long-run improvement in GDP is attributed to the fact that the main trading partners (China and Australia) of these three nations are not greatly affected by oil price shocks, and may even see an improvement in GDP despite an oil price shock. Trade is a very significant part of the GDP for the small open economies, and an indirect positive effect through major trading partners causes resurgence in their economic activity. Oil price shocks are seen to Granger-cause CPI for Singapore and New Zealand and variance decomposition indicates more than 20% of CPI volatility is attributable to oil price movements. This is because being dependent on imports causes domestic inflation to be more susceptible to fluctuations in global prices.  

The final category of countries would be the large and fast growing economies of China and India. Impulse Response Functions results indicate a negligible impact of an oil price shock on GDP for these countries, consistent with the observation of their consistent and rapid growth rates even in periods of sudden oil price shocks. Furthermore, both these nations have a small reliance on oil as a source of energy; China is highly dependent on coal, whereas India is dependent on combustible renewable sources and coal for its energy needs. VDC for China also shows that more than 35% of the volatility in GDP is contributed by oil price variance.
Conclusions
This study has examined the relationship between oil price and three macroeconomic variables, GDP, inflation and unemployment for 17 countries. Results in this study contribute to existing literature for the oil price–macroeconomy relationship in countries from the Asia and Oceanic region, with particular focus on developing countries. This study finds the positive long-run impact of an oil price shock on the GDP of oil-exporting nations and the gradual export–led recovery in the GDP of small open economies; a short-run negative impact of an oil price shock to the GDP for small, open economies and an ambiguous effect of oil on the GDP for fast growing, large economies. There are no clear patterns in the relationships between oil price fluctuations and inflation and unemployment. Interestingly, small and open economies exhibit that economic activity recovers in the long-run after a short-run stint of the initial slowdown in GDP due to an oil price shock. This finding suggests that international trading has worked as a buffer to the oil price shocks for these economies. It also suggests that the small reliance on oil as a source of energy for large and growing economies made these economies relatively immune to oil price fluctuations. Finally, this study finds a causality running from oil price to GDP that strengthens the perspective of the existing studies that stable oil prices are the key to robust macroeconomic performances in most economies. These patterns identified for the various categories can be further explored for a wider range of countries. 
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