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Oil Price Changes and the Impact on the Economy
Oil is a commodity, and it, therefore, records price fluctuations than other stable investments. It is important to highlight that Organization of Petroleum Exporting Countries (OPEC) greatly influences oil prices by either increasing or reducing the production of oil, gas, and other related products. There are different factors that are attributed to oil price changes. These include supply and demand; ideally, when the supply of oil exceeds demand, then prices reduce, and when the demand is high, the prices increase. Additionally, other factors which may also result in changes in oil prices include natural disasters and production as well as storage costs. The literature will examine changes in oil price changes and they affect the economy. 
Oil is a vital factor in the manufacturing and transportation of other products. Therefore, changes in oil prices tend to affect the prices of other products in an economy (Trang et al., 2017). The fluctuation of oil prices affects production since manufacturers and producers experiences uncertainties which occur from reallocation and distribution of resources. The following table indicates the price of oil in U.S dollars per barrel and real GDP percentage change as indicated on St. Louis Federal Reserve (FRED)
	YEAR
	Price of oil
	Real GDP percentage change (%)

	1980
	39.50
	-8.0

	1981
	36.67
	-2.9

	1982
	31.99
	1.8

	1983
	30.68
	9.4

	1984
	30.37
	7.4

	1985
	27.88
	3.6

	1986
	13.94
	1.8

	1987
	13.39
	4.4

	1988
	17.25
	5.4

	1989
	20.59
	3.1

	1990
	17.79
	1.5

	1991
	20.74
	3.2

	1992
	21.19
	4.4

	1993
	19.77
	2.3

	1994
	17.78
	5.5

	1995
	18.37
	1.2

	1996
	21.73
	6.8

	1997
	19.90
	6.8

	1998
	14.64
	3.8

	1999
	17.56
	3.1

	2000
	28.81
	7.5

	2001
	27.85
	2.4

	2002
	26.26
	2.4

	2003
	29.08
	3.5

	2004
	38.35
	3.1

	2005
	53.05
	1.9

	2006
	70.47
	0.9

	2007
	64.98
	2.8

	2008
	124.06
	2.1

	2009
	59.58
	-0.6

	2010
	77.86
	3.7

	2011
	102.51
	2.9

	2012
	93.38
	1.7

	2013
	94.17
	0.5

	2014
	103.14
	5.1

	2015
	57.75
	3.3

	2016
	45.51
	2.3


 
The following graph below shows the price of oil per barrel

The graph below shows percent change of real GDP 

This graph shows the trend in oil prices and percentage change in Real GDP
[bookmark: _GoBack]
From these graphs, it is clear that the prices of oil have fluctuated over the years. The price of oil was highest in 2008 at $124.06 and lowest in 1986 when the price was at 13.94. On the other side, the percentage change in real GDP was highest in 1983 when it was at 9.4 and lowest when it was recorded at -8.0. Although it is not regular, it can be observed that when the prices are high like in 2008, percentage change in real GDP is low and when oil prices were low like in 1983, the percentage change in GDP was high. 
There are several factors that have resulted in the reduction of oil prices in recent years. These include the imbalance between production and consumption of oil. When the production surpasses the rate of consumption, then there is excess, which may result in price decrease (Ellwanger et al., 2017). Additionally, high production and high consumption may also drive the prices down. On the other side, there are supply factors that have reduced oil prices. For example, the development of new technology has helped in increasing production as well as the supply of oil. When the supply is high, the prices of oil tend to go down. Technology has significantly helped in accessing the deep offshores that were inaccessible in the past, thus increasing production (Gyagri et al., 2017). Although the prices of oil are unpredictable, the prices are more likely to rise in the future. This is mainly because the demand is more likely to increase, and the cheap sources are more likely to get exhausted, thus making it difficult and expensive to produce oil.  
In conclusion, having examined oil price changes and the impact on the economy in terms of changes in percentage real GDP, it is clear that the prices of oil are unpredictable and are likely to change from one year to another. Oil is also critical in the development of an economy, and when the prices are high, the economy may be affected negatively. Some of the factors that may cause the prices of oil to go down include excess supply and increased production and consumption. 
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