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Abstract This research studies the effect of conventional and unconventional U.S. monetary policy on
the oil price. The event study approach is taken to identify the surprise component of the U.S. monetary
policy. In particular, this article examines the oil price's response to the monetary policy surprise
around the narrow window of the FOMC meeting. First, 25 basis points surprise increase in the policy
rate results in an approximately 4% increase in the West Texas Intermediate (WTI). Second, the
contractionary forward guidance leads to an approximately 5.8% decrease in the WTI. In particular, a
25 basis points increase in 2-year Treasury yields results in an approximately 5.8% decrease in the WTI.
Last, the first round of the quantitative easing and the maturity extension program leads to a 7~8%
decrease in the WTL In contrast, other rounds of quantitative easing or tightening do not render

statistically significant WTI reactions.
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Table 1. Summary Statistics
Mean  Med. Std. Min. Max
Ai,  -0.02 0.00 0.21 -0.75 0.50
Aiy  -0.01 0.00 0.18 -0.92 0.45
Aij - -0.01 0.00 0.08 -0.74 0.24
Atr, 0,01 0.00 0.07 -0.28 0.23
70 01 015 267 -142 7.6
M= 020 003 378 <157 106
=2 001 020 440 -193 9.8
= 003 0.08 500 230 129
M=t 033 0.46 5.77 -25.0 263
=0 040 0.44 500 255 13.2
*"All variables are measured in percentage
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Table 2. Conventional Monetary Policy

h=0 h=1 h=2 h=3 h=4 h=5
A -3.060 231 5.73% 4.33 7.67%  7.49%
(-1.89) (1.000 (.14 (1.43) (225 (2.09
A -0.28 5.53 9.17¢  850*  15.54%  15.94%
(-0.11) (147 @10 (1720 @278  (.73)
obs. 181 181 181 181 181 181

* Numbers in parenthesis represent t-statistics
* year fixed-effects are included but not reported
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Table 3. Forward Guidance

h=0 h=1 h=2 h=3 h=4 h=5
Ai; -3.23% 1.69 4.86" 3.37 6.91% 6.51*
(-2.00) (0.76) (1.92) (1.18) (2.07) (1.89)
A 057 8.61% 13.5+4% 13.3+4% 19.34%  20.8+%
0.21) (2.32) (3.18) 2.77) (3.46) (3.61)
At”' -4.11 —14.8*** —20.7*** —23.0*** —]8.2*** —23.4***
(-1.41)  (-3.68) (-451) (-442) (-3.02) (-3.74)
N 181 181 181 181 181 181

* Numbers in parenthesis represent t-statistics
* year fixed-effects are included but not reported
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Table 4. Dates of Quantitative Easing Announcements

Type Date

2008: 11/25, 12/16
QEl 2009: 1/28, 3/18
QE2 2010: 8/27, 10/15, 11/3

2011: 9/21
MEP 2012: 6/20
QE3 2012: 8/22, 9/13, 12/12
QT 2017: 6/14, 9/20
QT End 2019: 3/20, 7/31
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Table 5. Quantitative Easing
h=0 h=1 h=2 h=3 h=4 h=5
A -4814 -0.084 277 -0.81 097 1.26
(-3.0) (-0.04 (1.12) (-0.28) (0.28) (0.37)
A -111 622 10.9% 898 13.3% 1614
(-041) (1.66) (.58 (.79 (2D (@274
Atr, =317 -13.44% -20.04% -19.98% -14.5%F -21.84%
(-1.05)  (-3.23) (-4.249) (-3.58) (-2.17) (-3.35)
QEl  -2.58* -1.93 -3.97* -3.50 -6.11* -8.864%
(-1.72)  (-0.949) (-1.70) (-1.27) (-1.85) (-2.75)
QE2 1.09 189  -040 1.8 1.25 2.94
(0.62) (0.78) (-0.15 (049 (032 (0.78)
MEP  -1.94 -6.35¢ -697% -7.36% -5.68 -6.73
(-0.97) (-2.32) (225 (20D (-1.29) (-1.57)
QE3 086 053 -139 -203 -287 -2.26
(0.46)  (0.21) (048 (-0.59) (-0.69) (-0.56)
QT  -156 -1.03 ~-157 -070 -1.21  -2.57
(-0.73) (-0.35) (-0.48) (-0.18) (-0.26) (-0.56)
QT end 091  -2.61 -298 -462 -423 -7.11
0.43) (-091) (-092) (-1.21) (-0.92) (-1.59)
N 187 187 187 187 187 187

* Numbers in parenthesis represent t-statistics
* year fixed-effects are included but not reported
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