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The Importance Of Oil Prices 
 

eResearch Corporation is pleased to provide an article by Scott Grannis for his Blog, 
“Calafia Beach Pundit”.  
 

In this article, Mr. Grannis explains the importance that the price of oil has on the 
economy, in terms of factory orders.  
 

The article is reproduced below, beginning on the next page, or you can go to this 
specific Blog at the following link: The importance of oil prices  
    
You can also visit Scott Grannis’ Home Page for his Blog at the link below: 
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The Importance Of Oil Prices  

 
In several recent posts—most recently here—I have noted that the collapse of oil prices, which 
began in mid-2014, and their subsequent rebound, which began about a year ago, have had a 
significant impact on corporate profits, industrial production, and the economy in general.  
 
I present here a chart that puts some meat on that argument: 
 

 
 
 
Note that changes in crude prices tend to lead factory orders (ex- the volatile transportation 
sector) by about one month. Crude prices bottomed about a year ago and, since then, factory 
orders have risen almost 8%.  
 
In the six months ending February, factory orders are up at an annualized rate of almost 11%. That 
is significant. The positive effects of cheaper oil prices on demand (if you spend less on energy you 
can spend more on everything else) are now far out-weighing the negative effects of lower oil 
prices on drilling and manufacturing activity.  
 
The problems of the oil patch have faded away and the economy is now enjoying a new spurt of 
growth thanks to cheaper energy.  
 
 
 

BW: See ABOUT THE AUTHOR on the following page. 
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