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SOMÉ, JUSTE 

 
 
SUMMARY OF THE THESIS 
 
 

1. Oil Demand and Supply Shocks in Canada’s Economy 
(Job Market Paper) 

 
This paper investigates how oil supply shocks, aggregate demand shocks, and precautionary oil demand shocks 
affect Canada's economy, within an estimated Dynamic Stochastic General Equilibrium (DSGE) Model. The 
estimation is conducted by Bayesian methods, using quarterly data of Canada over the period 1983Q1 to 
2010Q4. The results suggest that the dynamic effects of oil price fluctuations on Canadian macroeconomic 
aggregates vary according to their sources. In particular, a 10% increase in the real price of oil driven by positive 
foreign aggregate demand shocks has a significant positive effect of about 0.4% on Canada's real GDP upon 
impact and the effect remains positive over all horizons. In contrast, an increase in the real price of oil driven by 
negative foreign oil supply shocks  or by positive  precautionary oil demand shocks causes an insignificant effect 
on the Canada's real GDP upon impact but causes a slightly significant decline afterwards. The intuition is that a 
positive innovation in aggregate demand tends to increase the demand for Canada's overall exports. While oil 
supply disruptions in foreign economy or positive precautionary oil demand shocks  raise uncertainty about 
future oil prices, which leads firms to postpone irreversible investment expenditures, and tends to reduce 
Canada's real GDP. Furthermore, among the identified oil shocks, foreign aggregate demand shocks have been 
relatively more important in explaining the variance of Canadian macroeconomic aggregates over the estimation 
period. 
 
 

2. Oil Shocks and Labor Adjustments in Canadian Manufacturing Industries 
 
This paper uses a Panel Structural VAR model to examine the links between oil demand and supply shocks and 
labor market adjustments in canadian manufacturing industries. The model is estimated using disaggregated 
annual data at the industry level from 1975 to 2008. The results show that a positive aggregate demand shock has 
a positive effect on labor and labor price over all horizons. A negative oil supply shock has a relatively small 
negative  effect upon impact but the effect turns positive after the first year. In contrast, a positive precautionary 
oil demand shock has a negative impact over all horizons. In addition, the paper  also examines how the 
responses of labor and labor price to the different types of oil shock vary among  high and low net trade exposed 
industries, on the one hand, and among  high and low and energy-intensive industries  on the other hand. 
 
 

3. Welfare Effects of Oil Storage  
 
In this paper, I examine the role of oil storage in the transmission of oil price shocks and I evaluate the welfare 
effects associated. I examine how the welfare effects vary under two alternative monetary policy rules, and how 
these welfare effects vary with the price-elasticity of oil demand and the cost of storage. This paper extends the 
three-country model of Backus and Crucini (2000) in which I introduce oil storage on the global oil market. The 
model is characterized by two oil-importing countries (the US and the euro area), and one oil exporting country 
(or a block of net oil-exporting countries). Storage oil demand is explicitly modeled through two interrelated 
markets for crude oil as in Pindyck (2004) the cash market for immediate, or spot  purchase and sale, and the 
storage market for inventories. The welfare effects brought about by oil storage is measured by the compensating 
variation in consumption, which  is computed using a second order approximation of the utility function  around 
its deterministic steady state as in Schmitt-Grohe and Uribe (2004) and Kim et al. (2008). 


