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ABSTRACT Sectoral Impacts of Oil Shocks on the Korean

Manufacturing Industry’

ok

Ingul Baek™, Sanha Noh™ and Taehwan Kim™

We investigate the differential effects and path of propagation for
manufacturing-sector to oil price shocks by employing the endogenously
clustered dynamic factor model to classify the sector according to energy
dependence. The results are as follows. First, on the impact of oil price shock,
all sectors in the clusters are uniformly affected through the manufacturing
common factor, but different responses are shown by industry through the
estimated industry cluster factor. Specifically, clusters composed of
high-tech industries such as electronic-manufacturing respond greatly to
internal changes in the economic system, such as the financial crisis, while
clusters including chemical fiber manufacturing were more affected by
shocks from outside the economic system, such as COVID-19. Second, by
analyzing the impact of oil price fluctuations by industry, more detailed and
diverse interpretations are possible. For example, clusters consisting of
high-tech industries and chemical fiber industries react sensitively to the
increase in global aggregate demand, but mid- and low-tech industries are

found to be more affected by supply shocks in the crude oil market.

Key Words : Qil shock, Endogenously clustered dynamic factor model,

business cycles
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