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The impact of changes in oil prices on the
performance of stock markets in the Gulf Cooperation
Council countries
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Abstract:

The recent drop in the price of oil has affected many countries, especially the major
oil producers and exporters, including the Gulf Cooperation Council countries,
which possess half of the world's oil reserves. The drop in the oil price raises
concerns about the effect this will have on the economic growth rate and stock
market movements. This paper aims to identify the impact of oil price changes on
the Gulf stock markets, which include Bahrain, Kuwait, Oman, Qatar, Saudi Arabia
and the United Arab Emirates during a ten-year period from 2005 to 2015. The
study examines effect direction and effect absorption by testing Granger Causality
and Impulse Response. The results of this paper are important for portfolio
managers at the international level, in addition to their importance for decision
makers by helping the government and regulators to make the right decisions when
changes in oil prices occur. The results of this paper call for more economic
diversification at the local and regional levels to mitigate the sharp changes in Gulf
stock markets associated with the oil crises.

Keywords: GCC countries, stock markets, oil prices, stock market fluctuations,
Granger Causality, Impulse Response.
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® Lag length test is carried out and Akaike information criterion suggested VAR model with 2 lags.
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