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ABSTRACT

This research studied the impacts of oil price shock on inflation and private investment. The
objective of this research is to study the directions and the impacts of oil price shock on inflation and
private investment. The study was based on time series quarterly data during the period from quarter
1, 1997 to quarter 4, 2006. The data analysis was done by using the unit root test, vector
autoregressive model (VAR), cointegration, impulse response function and variance decomposition.
The results show that real balances (broad money : M2) had the greatest impact on inflation and oil
price had the least impact on inflation. Real minimum loan rate had the greatest impact on private
investment, oil price had impact on private investment slightly and balance of payment had the least

impact on private investment.
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Response to Cholesky One S.D. Innovations
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5. HAN159LASI1EI Variance Decomposition
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