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Abstract

The impact of oil price fluctuations on the financial policy of the UAE

The price of oil is one of the most important economic variables affecting the economies of the
world in general, the Arab region and the United Arab Emirates in particular. Oil prices began
to decline in 2014, and have since stabilized, at moderate levels compared to their relatively
high levels recorded in 2013. This situation has led to challenges On the budgets of the Arab
oil-exporting economies, led by the UAE, which has embarked on financial and tax measures
and reforms such as the introduction of value-added tax and in some countries of the
Cooperation Council for the Arab States of the Gulf towards partially or completely liberalizing
the prices of oil derivatives locally, whether in the oil-exporting or importing countries. For

many oil-exporting countries, the continued decline in oil prices is an indicator of economic




stagnation in these countries. Moreover, it is noted, on average, that expenditure multipliers in

oil-exporting countries are higher than those in oil-importing countries at the time of low oil
prices, while the opposite is noted at the time of increased prices that expenditure multipliers
in light of low oil prices are much higher compared to their counterparts in The case of
increased oil prices, where they can reach values greater than one for many countries in the
short term, while exceeding the value of two in the long run. These results are in line with what
has been observed in the recent literature on financial multipliers, especially in advanced
economies, where financial multipliers are large at the time of recession, while they are weak

or even negative during times of economic expansion.

In light of the results mentioned by the study, the study recommended that the design of fiscal
policy take into account the direction of oil price movements, especially in the oil-exporting
countries, where fiscal policies must be opposite to the oil price cycle. In times of stagnation
resulting from low oil prices, for example, the levels of public spending must be increased,
since government spending in this period does not crowd out private spending, unlike in times
of prosperity resulting from the increase in oil prices for these countries, as some government
expenditures may lead to crowding out private spending, which leads to a reduction in

government spending multiples.
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