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This study investigates the impact of international oil price fluctuations on overseas construction
orders secured by domestic and foreign companies. The analysis employs statistical data spanning the
E-mail : hppark@kict.re kr past 20 years, encompassing international oil prices, overseas construction orders from domestic firms,
and new overseas construction orders from the top 250 global construction companies. The correlation
between these variables is assessed using correlation coefficients(R), determination coefficients(R%),

Received : February 2, 2024 and p-values. The results indicate a strong positive correlation between international oil prices and
Revised :March 22,2024 overseas construction orders. The correlation coefficient between domestic overseas construction
Accepted : April 12,2024 orders and oil prices is found to be 0.8 or higher, signifying a significant influence. Similarly, a high

correlation coefficient of 0.76 is observed between oil prices and new orders from leading global
construction companies. Further analysis reveals a particularly strong correlation between oil prices
and overseas construction orders in Asia and the Middle East, potentially due to the prevalence of
oil-related projects in these regions. Additionally, a high correlation is observed between oil prices and
orders for industrial facilities compared to architectural projects. This suggests an increase in plant
construction volumes driven by fluctuations in oil prices. Based on these findings, the study proposes an
entry strategy for navigating oil price volatility and maintaining competitiveness in the overseas
construction market. Key recommendations include diversifying project locations and supplier bases;
utilizing hedging techniques for exchange rate risk management, adapting to local infrastructure and
market conditions, establishing local partnerships and securing skilled local labor, implementing
technological innovations and digitization at construction sites to enhance productivity and cost
reduction The insights gained from this study, coupled with the proposed overseas expansion
strategies, offer valuable guidance for mitigating risks in the global construction market and fostering
resilience in response to international oil price fluctuations. This approach is expected to strengthen the
competitiveness of domestic and foreign construction firms seeking success in the international arena.
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Table 1. Korea’s overseas construction orders(2019-2023)

Sortation 2019 2020 2021 2022 2023

Overseas construction orders(USD billion) 223 351 306 310 333
Year-over-year growth rate(%) -30.5 57.4 -12.8 1.3 7.4
Number of orders received 667 567 501 580 606

* Data : Overseas construction information service in Korea
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Table 2. Changes in overseas construction orders by construction type over the past five years(unit: $1 million)

Compounded
. annual Sum Percent
Type of construction 2019 2020 2021 2022 2023 srowthrate  (2019-2023) %)
(2019-2023)
Civil 4,539 9,838 5,859 5,852 1,896 -19.6 27,984 18.4
Architecture 4913 5,029 2,648 8,659 12,149 25.4 33,398 21.9
Plant 10,870 18,636 17,891 13,100 15,784 9.8 76,281 50.1
Electricity 711 683 3,089 1,296 1,800 26.1 7,579 5.0
Communication 78 89 29 103 18 -30.7 317 0.2
Engineering service 1,209 855 1,100 1,972 1,667 8.4 6,803 4.5
Sum 22,320 35,130 30,616 30,982 33,314 10.5 152,362 100.0
* Data : Overseas construction information service in Korea
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Figure 2. Annual trends of overseas construction orders and international oil prices

* Data : Korea National Oil Corporation
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Table 3. Interpretation of correlation according to correlation coefficient values

Range of correlation coefficients Interpretation of Correlation Coefficients

0.0~0.2 very weak correlation

0.2~0.4 weak correlation

0.4~0.6 moderate correlation

0.6~0.8 strong correlation

0.8~1.0 very strong correlation
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Table 4. Correlation coefficient between overseas construction orders and international oil prices

Sortation Dubai and overseas Brent and overseas WTI and overseas
construction orders construction orders construction orders
Coefficient of correlation(R) 0.83 0.82 0.8
R-Squared(R?) 0.6874 0.6741 0.6349
P-value 0.00000063 0.00000063 0.00000063
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Figure 3. Correlation between overseas Figure 4. Correlation between overseas Figure 5. Correlation between overseas
construction orders and Dubai crude oil construction orders and Brent crude oil construction orders and West Texas
prices prices Intermediate(WTI) oil prices
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Table 5. Correlation coefficient between overseas construction orders and international oil prices by region

Pacific/
Middle E Asi . E Al Lati ‘
Sortation iddle East st North America urope ica atin America

RY  P-vaule R P-vaule R P-vaule R P-vaule R P-vaule R P-vaule
Dubai 0.71  0.000001 0.78  0.000001 0.52  0.000001 0.44  0.000001 0.67  0.000001 0.54  0.000001
Brent 0.7 0.000001 0.78  0.000001 0.51  0.000001 0.42  0.000001 0.68  0.000001 0.54  0.000001
WTI 0.71  0.000001 0.72  0.000001 0.52  0.000001 0.43  0.000001 0.68  0.000001 0.47  0.000001

a) R: Coefficient of correlation
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Figure 6. Correlation between orders in the middle east and Figure 7. Correlation between orders in asia and Dubai crude
Dubai crude oil prices oil prices
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Table 6. Correlation coefficient between overseas construction orders and international oil prices by construction type

. Civil Architecture Plant Electricity Communication ngmn.e rne
Sortation Service
RY P-vaule R P-vaule R P-vaule R P-vaule R P-vaule R P-vaule

Dubai 0.62  0.000001 0.79  0.000001 0.76 ~ 0.000001 0.49  0.000001 0.4 0.000001 0.46  0.000001
Brent 0.61  0.000001 0.79  0.000001 0.75  0.000001 0.48  0.000001 0.4 0.000001 0.45  0.000001
WTI 0.57  0.000001 0.76  0.000001 0.74  0.000001 0.49  0.000001 0.4 0.000001 0.42  0.000001

a) R: Coefficient of correlation
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Table 7. Global construction market size by region(unit: USD billion, %)

Region 2020 2021 2022 2023 gg‘;‘;‘;‘gg
Middle East 4,561 4,965 6.441 7367 144
Asia 58,359 67,128 67,263 70,319 45
Pacific/North America 19,817 21,950 24,491 25,125 26
Africa 1,301 1452 1,149 1,244 82
Europe 25,488 28,795 29,386 29,632 0.8
Latin America 4,518 5,280 5,715 6,136 7.4
Worldwide 114,044 129,571 134,445 139,823 40

* Data : IHS Markit
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