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Summary (1)

• Motivations:

• Rises in oil prices (since 2003) and in global food prices (since 
2007)

• Coincident with increases in developing Asia’s inflation
• Cost-push inflation?

• Theoretically, global commodity shocks can transmitted to 
domestic consumer prices, but government subsidies and 
exchange rate movement can interfere this transmission. So, 
what explains inflation surge?

• Objective:

• to examine empirically the extent of the pass-through of 
global food and oil prices to domestic consumer prices in 9 
Asian countries
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Summary (2)

• Methods:

• Use VAR model to estimate the impact of global commodity price 
shocks on domestic price inflation (import, production, 
consumption)

• Main Findings:
• The pass-through of global food and oil price shocks to domestic prices in 

developing Asia has been very limited.

• The impact of global commodity prices on domestic inflation has been 
lessened by government policy and producer behavior.

• Implications:
• The rise in the region’s inflation during 2007-2008 is  caused by “demand-

pull” factors.
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Sample and Data

• Sample:
• 9 Asian countries: Malaysia, the Philippines, Singapore, Thailand, 

Vietnam, PRC, Korea, and India

• Time period: 1996Q1 – 2008Q1, but year range may differ across 
countries

• Data:
• Food, oil prices, CPI, PPI, exchange rates are from IFS.

• GDP from CEIC database.

• Country sources.
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What’s the general pattern of CPI and PPI?
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• Are the trends for food prices and fuel prices different?  How?

• What caused rises in food prices?
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• What is NEER?
• NEER is the weighted average rate at which one country’s currency can be exchanged for a 

group of multiple foreign currencies.
• Higher NEER means exchange rate depreciation.

• What is the general trend of the region’s currencies?  Which countries’ currencies 
appreciate in 2008?

• What is the effect of depreciating currency on the producer and consumer prices?
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What is X-axis?  Y-axis? 
Which countries have negative growth?
What’s general relationship between growth and inflation?



VAR Model
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Empirical Results:
Pass-through of the global oil price shock to domestic inflation

• The pass-through of oil prices to producer prices tends to be 
higher in oil-exporting countries than in oil-importing 
countries.

• The pass-through coefficients tend to be lower for consumer 
prices than for producer prices, because the impact of crude oil 
price increases on domestic prices is diluted along the 
distribution chain. 

• The degree of oil price pass-through to consumer prices is 
higher for countries with limited fuel subsidies (i.e. Malaysia 
and Indonesia).
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Empirical Results:
Pass-through of the global food price shocks to domestic inflation

• The pass-through to producer prices is higher in food-exporting 
countries (e.g. Thailand as rice exporter) than in food-importing 
countries (e.g. Indonesia, the Philippines, Singapore).

• Palm oil pass-through coefficients tend to reflect the low share 
of vegetable oils in the consumption basket, and the pass-
through coefficients to consumers prices for palm oil tend to be 
lower than for rice or wheat.

• Food subsidies limit the degree of pass-through to consumer 
prices in many countries (e.g. the Philippines and Indonesia).
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