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Abstract

The real world is filled with economic uncertainties that elevate risk and
influence the decision-making behavior of economic agents. Economic
uncertainty significantly affects key macroeconomic variables, especially the
prices of energy commaodities, leading to severe fluctuations and instability.
Each energy commodity possesses unique characteristics that shape its price
behavior over time. Accordingly, the present study aims to examine the
dynamic interaction between global economic policy uncertainty (GEPU) and
energy commodity prices within the framework of the LA-VAR model. The
empirical results reveal that the relationship between GEPU and changes in
energy commodity prices (Brent oil, natural gas, and coal) varies across
different crisis periods and levels of policy uncertainty. Before the Y+ A
financial crisis, GEPU had a significant impact on oil price changes; however,
after the crisis, this causal relationship either reversed or became insignificant.
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Moreover, during the Y- «A financial crisis and the COVID-)4 pandemic—
when energy commodity prices reached their highest and lowest levels,
respectively—changes in energy prices increased GEPU. The findings
demonstrate a unidirectional causality from energy commodity prices to
GEPU during the Y+ « A crisis and from Brent crude oil prices to GEPU during
the COVID-)% pandemic. These results suggest that abrupt fluctuations in
energy commodity prices, particularly during crises, are a major source of
global economic policy uncertainty.

Keywords: Economic Policy Uncertainty, Energy Commodities, Time-
Varying Granger Causality
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