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ABSTRACT

Food price contributes the largest share in the general price index in developing
countries. Consequently, the nature of food price dynamics, global and domestic food
price and volatility transmission influence the general price inflation. The main
objective of the study is to examine food price dynamics and inflation in Sri Lanka for
the period of 2003M1-2014M12 by focusing on two perspectives: i) long memory of
food price inflation and ii) food price transmission. This study attempts to examine
specifically (i) the long memory properties of food price dynamics, (ii) the
transmission of global food price dynamics to domestic prices, (iii) the transmission
of global food price volatility to domestic prices, and (iv) the spillover effects of
domestic food prices on overall consumer price. Rescaled range statistic, Geweke and
Porter—Hudak statistic, Local Whittle estimator, autoregressive fractional integrated
moving average model and fractional integrated generalised autoregressive
conditional heteroscedastic model were used to estimate the long memory parameter
of the food price series. Cointegration technique, error correction models, Granger
causality analysis, and impulse response function analysis (IRF) were employed to
investigate the price transmission effects. The long memory analysis shows that all
food price and volatility series possess long memory. The cointegration and causality
analysis show that the global food price and volatility transmit significantly to the
domestic prices. In addition, the results also reveal that the domestic food prices
influence positively and significantly the overall consumer price. IRF analysis also
shows that there is a positive shock of global food price on the domestic prices which
lasts for longer periods. Hence, the policy makers are recommended to take into
account food prices in computing core inflation which is used for monetary policy in
Sri Lanka.

Keywords: food price, inflation, long memory, price transmission, volatility
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ABSTRAK

Harga makanan menyumbang sebahagian terbesar dalam indeks harga umum di
negara-negara membangun. Oleh itu, sifat dinamik harga makanan, harga makanan
global dan domestik dan transmisi turun naik mempengaruhi inflasi harga umum.
Objektif utama kajian ini adalah untuk mengkaji dinamik harga makanan dan inflasi
di Sri Lanka bagi tempoh 2003M1-2014M12 dengan memberi tumpuan kepada dua
perspektif iaitu (i) memori jangka panjang inflasi harga makanan, (ii) transmisi harga
makanan. Kajian ini bertujuan untuk mengkaji secara khusus (i) sifat-sifat memori
jangka panjang dinamik harga makanan, (ii) transmisi dinamik harga makanan global
kepada harga domestik, (iii) transmisi turun naik harga makanan global kepada harga
domestik, dan (iv) kesan limpahan harga makanan domestik pada harga pengguna
secara keseluruhannya. Statistic julat pengkalaan semula, statistik Geweke dan Porter-
Hudak, peramal Whittle tempatan, model purata autoregresif pecahan bersepadu
bergerak dan model pecahan bersepadu umum autoregresif heteroskedastik bersyarat
digunakan untuk menganggar parameter memori jangka panjang siri harga makanan.
Teknik kointegrasi, model pembetulan ralat, analisis sebab-akibat Granger dan
analisis fungsi tindak balas dorongan (IRF) telah digunakan untuk menyelidik kesan
transmisi harga. Analisis memori jangka panjang menunjukkan bahawa semua harga
makanan dan turun naik siri memiliki memori jangka panjang. Analisis kointegrasi
dan analisis sebab-akibat menunjukkan bahawa harga makanan global dan transmisi
turun naik adalah signifikan bagi harga domestik. Di samping itu, keputusan juga
menunjukkan bahawa secara keseluruhannya harga makanan domestik mempengaruhi
harga pengguna secara positif dan signifikan. Analisis IRF pula menunjukkan bahawa
terdapat satu kejutan positif harga makanan global ke atas harga domestik yang
berlaku bagi tempoh yang lebih lama. Oleh itu, pembuat dasar disyorkan untuk
mengambil kira harga makanan dalam pengukuran rasmi inflasi teras yang digunakan
dalam dasar kewangan di Sri Lanka.

Kata kunci: harga makanan, inflasi, memori jangka panjang, transmisi harga, turun
naik
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CHAPTER ONE

INTRODUCTION

1.1  Background of the Study

Price stability is one of the principal economic goals of the central bank in an
economy. Potential success in any price stabilization effort depends on understanding
the characteristics of the inflation dynamics. The general price dynamics play a
prominent role in macroeconomic policy. Price dynamics refers to its behavior over
time (Frisch, 1936). According to Luenberger (1979), “The term dynamic refers to
the phenomena that produce time-changing patterns, the characteristics of the pattern

at one time being interrelated with those at other times”.

The general price level is measured by consumer price index (CPI) of all items; goods
and services including food in general. The CPI for food (CFPI) is a component of all
items CPI. The CFPI measures the changes in the retail prices of food items only. As
food expenditure accounts for the larger portion of CPI, food price dynamics play a
vital role in general price dynamics. Food prices are the most visible and best
published of all elements of the CPI which are commonly used to measure general

price inflation (Davidson, Halunga, Lloyd, McCorriston and Morgan, 2012).

The average general price movements and price movements of food commodities
have been one of the most crucial economic, political and social issues in a globalized
world. Thus, key properties of price dynamics are of interest in micro and
macroeconomics, namely i) average price changes (general price inflation dynamics),

the variability of price changes (price volatility dynamics), and iii) long memory of



The contents of
the thesis is for
internal user
only



REFERENCES
Abbott, P. C., Hurt, C., & Tyner, W. E. (2008). What's driving food prices? Farm
Foundation, Retrieeved from https://www.farmfoundation.org.
Ackley, G. (1978). The costs of inflation. The American Economic Review, 68(2),
149-
154.

Adamson, Y.K., (196). The Nigerian economic crisis: An empirical study of inflation
and econometric simulation for optimal stablilization program, Lagos AER
(Nigeria) Co.Ltd.

Agiakloglou, C., & Newbold, P. (1992). Empirical evidence on Dickey-Fuller-type
tests. Journal of Time Series Analysis, 13(6), 471-483.

Al-Eyd, A. J., Amaglobeli, D., Shukurov, B., & Sumlinski, M. A. (2012). Global food
price inflation and policy responses in Central Asia: International Monetary Fund,
Working Paper No:86, 1-16.

Almounsor, A. (2010). Inflation dynamics in Yemen: An empirical analysis. IMF
Working Papers, No:144, 1-23.

Andersen, T. G., & Bollerslev, T. (1997). Heterogeneous information arrivals and
return volatility dynamics: Uncovering the long-run in high frequency returns.

The
Journal of Finance, 52(3), 975-1005.

Andrews, D. W., & Chen, H.-Y. (1994). Approximately median-unbiased estimation

of
autoregressive models. Journal of Business & Economic Statistics, 12(2), 187-
204.

Angeloni, 1., Aucremanne, L., Ehrmann, M., Gali, J., Levin, A., & Smets, F. (2004).

244



Inflation persistence in the Euro Area: Preliminary summary of findings.

manuscript, European Central Bank.

245



------- (2006). New evidence on inflation persistence and price stickiness in the euro
area: Implications for macro modeling. Journal of the European Economic
Association, 4(2-3), 562-574.

Ardeni, P. G. (1989). Does the law of one price really hold for commodity prices?
American Journal of Agricultural Economics, 71(3), 661-669.

Asai, M., McAleer, M., & Yu, J. (2006). Multivariate stochastic volatility: A review.
Econometric Reviews, 25(2-3), 145-175.

Asian Development Bank (ADB), (2008). Food prices and inflation in developing

Asia:

Is poverty reduction coming to an end? ADB special Report, Manila.

------------ , (2011). Asian Development Outlook update 2011, Manila.

Bach, G. L., & Ando, A. (1957). The redistributional effects of inflation. The Review
of Economics and Statistics, 39(1), 1-13.

Backus, D., & Zin, S. E. (1993). Long-memory inflation uncertainty: Evidence from
the term structure of interest rates: Journal of Money, Credit, and Banking, 25(3),
681-700.

Baffes, J. (1991). Some further evidence on the law of one price: The law of one price
still holds. American Journal of Agricultural Economics, 73(4), 1264-1273.

Bailey, D., & Brorsen, B. W. (1989). Price asymmetry in spatial fed cattle markets.
Western Journal of Agricultural Economics, 14(2), 246-252.

Baillie, R. T. (1996). Long memory processes and fractional integration in
econometrics. Journal of Econometrics, 73(1), 5-59.

Baillie, R. T., Bollerslev, T., & Mikkelsen, H. O. (1996). Fractionally integrated
generalized autoregressive conditional heteroskedasticity. Journal of

Econometrics, 74(1), 3-30.

246



Baillie, R. T., Chung, C., & Tieslau, M. A. (1992). The long memory and variability
of inflation: A reappraisal of the Friedman hypothesis. Discussion paper No.
9246, 1-29.

Baillie, R. T., Chung, C. F., & Tieslau, M. A. (1996). Analysing inflation by the
fractionally integrated ARFIMA-GARCH model. Journal of Applied
Econometrics, 11(1), 23-40

Baillie, R.T., & Myers, R.J. (1991). Bivariate GARCH estimation of the optimal
commaodity futures hedge. Journal of Applied Econometrics, 6(2), 109-124.

Baillie, R. T., Han, Y. W., Myers, R. J., & Song, J. (2007). Long memory models for
daily and high frequency commodity futures returns. Journal of Futures Markets,
27(7), 643-668.

Ball, L. (1992). Why does high inflation raise inflation uncertainty?. Journal of
Monetary Economics, 29(3), 371-388.

Ball, L., Cecchetti, S. G., & Gordon, R. J. (1990). Inflation and uncertainty at short

and
long horizons. Brookings Papers on Economic Activity, 215-254.

Balcilar, M. (2004). Persistence in inflation: Does aggregation cause long memory?.
Emerging Markets Finance and Trade, 40(5), 25-56.

Balcilar, M., Gupta, R., & Jooste, C. (2015). Analysing South Africa's inflation
persistence using an ARFIMA Model with Markov-Switching fractional
differencing parameter, Department of Economics, Eastern Mediterranean
University Famagusta, North Cyprus. Discussion paper, No.15-09. 1-9.

Ball, L. (1992). Why does high inflation raise inflation uncertainty?. Journal of

Monetary Economics, 29(3), 371-388.

247



Ball, L., Cecchetti, S. G., & Gordon, R. J. (1990). Inflation and uncertainty at short
and
long horizons. Brookings Papers on Economic Activity, 1990(1), 215-254.
Barkoulas, J., Labys, W. C., & Onochie, J. (1997). Fractional dynamics in
international
commodity prices. Journal of Futures Markets, 17(2), 161-189.
Barro, R. J. (1976). Rational expectations and the role of monetary policy. Journal of
Monetary Economics, 2(1), 1-32.
Barros, C. P., Gil-Alana, L. A., & Payne, J. E. (2012). Evidence of long memory
behavior in U.S. renewable energy consumption. Energy Policy, 41, 822-826.
Barsky, R. B. (1987). The Fisher hypothesis and the forecastability and persistence of
inflation. Journal of Monetary Economics, 19(1), 3-24.
Batini, N., & Nelson, E. (2001). The lag from monetary policy actions to inflation:
Friedman revisited. International Finance, 4(3), 381-400.
Baulch, B. (1997). Transfer costs, spatial arbitrage, and testing for food market
integration. American Journal of Agricultural Economics, 79(2), 477-487.
Baum, C. F., Barkoulas, J. T., & Caglayan, M. (1999). Persistence in international
inflation rates. Southern Economic Journal, 65(4), 900-913.
Berger, J. M., & Mandelbrot, B. (1963). A new model for error clustering in
telephone
circuits. IBM Journal of Research and Development, 7(3), 224-236.
Bekkers, E., Brockmeier, M., Francois, J., & Yang, F. (2013). Pass through, food
prices
and food security. Retrieved from https://www.gtap.agecon.purdue.edu/resources/

download/6391.pdf

248



-------- (2014). The determinants of food price pass through. Available at
http://lwww.econ.jku.at/members/Bekkers/files/Research/foodprices.pdf.

Bellemare, M. F. (2015). Rising food prices, food price volatility, and social unrest.
American Journal of Agricultural Economics, 97(1), 1-21.

Bera, A. K., & Higgins, M. L. (1993). ARCH models: properties, estimation, and
testing. Journal of Economic Surveys, 7(4), 305-366.

Beveridge, S., & Nelson, C. R. (1981). A new approach to decomposition of

economic

time series into permanent and transitory components with particular attention to
measurement of the ‘business cycle’. Journal of Monetary Economics, 7(2), 151
-174.

Bilke, Laurent and Stracca, Livio, (2008). “A persistence-weighted measure of core
inflation in the Euro Area,” ECB Working Paper No. 905.

Blanchard, O. J. (1981). What is left of the multiplier accelerator? The American
Economic Review, 71(2), 150-154.

Blejer, M. I. (1979). Inflation variability in Latin America: A note on the time series
evidence. Economics Letters, 2(4), 337-341.

Blomberg, S. B., & Harris, E. S. (1995). The commodity-consumer price connection:
fact or fable? Economic Policy Review, 1(3), 21-38.

Bollerslev, T. (1986). Generalized autoregressive conditional heteroskedasticity.
Journal of Econometrics, 31(3), 307-327.

Bollerslev, T. (1987). A conditionally heteroskedastic time series model for

speculative

prices and rates of return. The Review of Economics and Statistics, 69(3), 542-547.

Bollerslev, T., Chou, R. Y., & Kroner, K. F. (1992). ARCH modeling in finance: A

249



review of the theory and empirical evidence. Journal of Econometrics, 52(1-2), 5-
59.

Bollerslev, T., Engle, R. F., & Nelson, D. B. (1994). ARCH models. Handbook of
Econometrics, 4, 2959-3038.

Bollerslev, T., & Mikkelsen, H. O. (1996). Modeling and pricing long memory in

stock

market volatility. Journal of Econometrics, 73(1), 151-184.

250



Bollerslev, T., Wright, J.H.,(2000). High frequency data, frequency domain inference
and volatility forecasting, Review of Economics and Statistics 83(4), 596-602.

Booth, G. G., & Tse, Y. (1995). Long memory in interest rate futures markets: A
fractional cointegration analysis. Journal of Futures Markets, 15(5), 573-584.

Booth, G. G., Martikainen, T., & Tse, Y. (1997). Price and volatility spillovers in
Scandinavian stock markets. Journal of Banking & Finance, 21(6), 811-823.

Bos, C. S., Franses, P. H., & Ooms, M. (1999). Long memory and level shifts: Re
analyzing inflation rates. Empirical Economics, 24(3), 427-449.

Boswijk, P., & Franses, P. H. (1992). Dynamic specification and cointegaration.

Oxford
Bulletin of Economics and Statistics, 54(3), 369-381.
Box, G.E.P. and Jenkins, G.M. (1970). Time Series Analysis: Forecasting and
Control.
San Francisco: Holden Day

Boyd, M. S., & Brorsen, B. W. (1988). Price asymmetry in the US pork marketing
channel. North Central Journal of Agricultural Economics, 10(1), 103-109.

Breidt, F. J., Crato, N., & De Lima, P. (1998). The detection and estimation of long
memory in stochastic volatility. Journal of Econometrics, 83(1), 325-348.

Browne, F., & Cronin, D. (2010). Commodity prices, money and inflation. Journal of
Economics and Business, 62(4), 331-345.

Brunner, A. D., & Hess, G. D. (1993). Are higher levels of inflation less predictable?
A state-dependent conditional heteroscedasticity approach. Journal of Business &
Economic Statistics, 11(2), 187-197.

Bryan, M. F., & Cecchetti, S. G. (1994). Measuring core inflation. In Monetary Policy

pp. 195-219. The University of Chicago Press.

251



Burns, A. F., & Mitchell, W. C. (1946). Measuring business cycles. NBER Books.

Campbell, J., & Deaton, A. (1989). Why is consumption so smooth? The Review of
Economic Studies, 56(3), 357-373.

Campbell, J. Y., & Mankiw, N. G. (1987). Are output fluctuations transitory?

Quarterly
Journal of Economics, 102(4): 857-880.

Caporale, T., and McKiernan, B. (1997). High and variable inflation: Further

evidence
on the Friedman hypothesis. Economic Letters, 54(1), 65-68.

Cashin, P., & McDermott, C. J. (2002). The long-run behavior of commaodity prices:
small trends and big variability. IMF Staff Papers, 49 (2),175-199.

Carrasco, B., & Mukhopadhyay, H. (2012). Food price escalation in South Asia.
Economic & Political Weekly, 47 (46), 59-70.

Cecchetti, S. G. (2006). Core inflation is an unreliable guide. Financial Times, 9(12),
1-2.

Cecchetti, S. G., & Debelle, G. (2006). Has the inflation process changed?. Economic
Policy, 21(46), 312-352.

Cecchetti, S. G., Hooper, P., Kasman, B. C., Schoenholtz, K. L., & Watson, M. W.
(2007). Understanding the evolving inflation process. Paper presented at the US
Monetary Policy Forum.

Cecchetti, S. G., & Moessner, R. (2008). Commodity prices and inflation

dynamics.BIS
Quarterly Review, 55-66.

Central Bank of Sri Lanka, (2014). Annual reports of Central Bank of Sri Lanka.

252



Chang, C. L., McAleer, M., & Tansuchat, R. (2012). Modelling long memory
volatility
in agricultural commodity futures returns. Annals of Financial Economics, 7(02),
1250010.
Cheung, Y. W., & Lai, K. S. (1995). A search for long memory in international stock
market returns. Journal of International Money and Finance, 14(4), 597-615.
Christiano, L. J., & Eichenbaum, M. (1990). Unit roots in real GNP: Do we know,
and
do we care?. In Carnegie-Rochester Conference Series on Public Policy 32, 7-
61.
North-Holland.
Clark, P. K. (1987). The cyclical component of US economic activity. The Quarterly
Journal of Economics, 102(4), 797-814.
Clark, T. E. (2006). Disaggregate evidence on the persistence of consumer price
inflation. Journal of Applied Econometrics, 21(5), 563-587.
Cochrane, J. H. (1988). How big is the random walk in GNP? The Journal of Political
Economy, 96(5), 893-920.
Cogley, T., Primiceri, G.E, & Sargent, T.J. (2010): Inflation-Gap Persistence in the
U.S.,"American Economic Journal: Macroeconomics. 2(1), 43-69.
Cogley, T., & Sargent, T. J. (2002). Evolving post-world war Il US inflation
dynamics.
In NBER Macroeconomics Annual 2001, 16, 331-388. MIT Press.
Conforti, P. (2004). Price transmission in selected agricultural markets. FAO
Commodity and trade policy research. Working Paper No. 7, 1-85.

Cooke, B. (2009). Recent food prices movements: A time series analysis. International

253



Food Policy Research Institute, Discussion paper N0.00942.

Crato, N., & Ray, B. K. (2000). Memory in returns and volatilities of futures'

contracts.

Journal of Futures Markets, 20(6), 525-543.

Cukierman, A. (1983). Relative price variability and inflation: a survey and further
results. In Carnegie-Rochester Conference Series on Public Policy, 19, 103-157.
North-Holland.

Cukierman, A., & Meltzer, A. H. (1986). A theory of ambiguity, credibility, and
inflation under discretion and asymmetric information. Econometrica, 54(5),1099-
1128.

Cukierman, A., & Wachtel, P. (1979). Differential inflationary expectations and the
variability of the rate of inflation: theory and evidence. The American Economic
Review, 69(4), 595-609.

Cutler, J. (2001). Core inflation in the UK. Bank of England, External MPC Unit
Discussion Paper No. 3, 1-29.

Dacorogna, M. M., Miiller, U. A., Nagler, R. J., Olsen, R. B., & Pictet, O. V. (1993).

A
geographical model for the daily and weekly seasonal volatility in the foreign
exchange market. Journal of International Money and Finance, 12(4), 413-438.

Daal, E., Naka, A., & Sanchez, B. (2005). Re-examining inflation and inflation
uncertainty in developed and emerging countries. Economics letters, 89(2), 180-
186.

Datt, G., & Ravallion, M. (1998). Farm productivity and rural poverty in India. The
Journal of Development Studies, 34(4), 62-85.

Davidson, J., Halunga, A., Lloyd, T., McCorriston, S., & Morgan, W. (2012).

254



Explaining UK food price inflation: TRANSFOP Working Paper No:1.
Dawe, D. (2008). Have recent increases in international cereal prices been
transmitted
to domestic economies? The experience in seven large Asian countries. FAO-ESA
Working Paper No. 08-03, 1-12.

---------- (2009). Cereal Price Transmission in Several Large Asian Countries during

Global Food Crisis. Asian Journal of Agriculture and Development, 6(1),1-12.

De Boef, S., & Granato, J. (1997). Near-integrated data and the analysis of political
relationships. American Journal of Political Science, 41(2), 619-640.

Delgado, M. A., & Robinson, P. M. (1994). New methods for the analysis of long-
memory time-series: Application to Spanish inflation. Journal of Forecasting,
13(2), 97-107.

Department of Census and Statistics, (2013). Household Income and Expenditure
Survey, Sri Lanka.

Dewbre, J., Giner, C., Thompson, W., & Von Lampe, M. (2008). High food

commodity
prices: will they stay? Who will pay? Agricultural Economics, 39(s1), 393-403.

Dickey, D. A., & Fuller, W. A. (1979). Distribution of the estimators for

autoregressive
time series with a unit root. Journal of the American statistical association,
74(366), 427-431.

Dickey, D. A., & Fuller, W. A. (1981). Likelihood ratio statistics for autoregressive
time series with a unit root. Econometrica, 49(4), 1057-1072.

Diebold, F. X., & Inoue, A. (2001). Long memory and regime switching. Journal of

255



Econometrics, 105(1), 131-159.

Diebold, F. X., & Nason, J. A. (1990). Nonparametric exchange rate prediction?
Journal of International Economics, 28(3), 315-332.

Diebold, F. X., & Nerlove, M. (1989). The dynamics of exchange rate volatility: a
multivariate latent factor ARCH model. Journal of Applied Econometrics, 4(1), 1-
21.

Diebold, F. X., & Rudebusch, G. D. (1991). On the power of Dickey-Fuller tests

against
fractional alternatives. Economics Letters, 35(2), 155-160.

Diebold, F. X. (1986). Testing for Serial Correlation in the Presence of ARCH. In
Proceedings of the American Statistical Association, Business and Economic
Statistics Section, 323-328.

Ding, Z., Granger, C. W., & Engle, R. F. (1993). A long memory property of stock
market returns and a new model. Journal of Empirical Finance, 1(1), 83-106.

Ding, Z., & Granger, C. W. (1996). Modeling volatility persistence of speculative
returns: a new approach. Journal of Econometrics, 73(1), 185-215.

Duma, N. (2008). Pass-Through of External Shocks to Inflation in Sri Lanka.
Washington, D.C.: International Monetary Fund, Working Paper No.08/ 78, 1-26.

Engle, R. F. (1982). Autoregressive conditional heteroscedasticity with estimates of

the
variance of United Kingdom inflation. Econometrica, 50(4), 987-1007.

Engle, R.F., (1983). Estimates of the variance of U.S. inflation based on the ARCH
model, Journal of Money Credit and Banking 15, 286-301.

Engle, R. F., & Granger, C. W. (1987). Co-integration and error correction:

representation, estimation, and testing. Econometrica, 55(2), 251-276.

256



Engle, R. F., & Ng, V. K. (1993). Measuring and testing the impact of news on
volatility. The Journal of Finance, 48(5), 1749-1778.

Engle, R. F., & Kroner, K. F. (1995). Multivariate simultaneous generalized ARCH.
Econometric Theory, 11(01), 122-150.

Engle, R. (1995). ARCH: Selected readings. Oxford, U.K, Oxford University Press.

Enke, S. (1951). Equilibrium among spatially separated markets: Solution by electric
analogue. Econometrica, 19(1), 40-47.

Eun, C. S., & Shim, S. (1989). International transmission of stock market movements.
Journal of Financial and Quantitative Analysis, 24(02), 241-256.

Fackler, P. L., & Goodwin, B. K. (2001). Spatial price analysis. Handbook of
Agricultural Economics, 1, 971-1024.

Faminow, M. D., & Benson, B. L. (1990). Integration of spatial markets. American
Journal of Agricultural Economics, 72(1), 49-62.

FAOQO, I, IMF, O., & UNCTAD, W. (2011). the World Bank, the WTO, IFPRI and the
UN HLTF (2011). Price Volatility in Food and Agricultural Markets: Policy
Responses. Rome, FAO.

Farrell, M. J. (1952). Irreversible demand functions. Econometrica, 20 (2), 171-186.

Felipe, P. S., & Diranzo, F. J. C. (2005). Region versus industry effects: Volatility

transmission. Financial Analysts Journal, 62 (2), 52-64.

Fellner, W. J. (1956). Trends and cycles in economic activity. Henry Holt, New York.
Ferrucci, G., Jiménez-Rodriguez, R., & Onorante, L. (2010). Food price pass-through
in the Euro Area-The Role of asymmetries and non-linearities. European Central

bank. Working paper, No.1168, 1-33.
Fischer, C. S. (1981). The public and private worlds of city life. American

Sociological

257



Review, 46(3), 306-316.

Fischer, S. and Modigliani, F. (1978), ‘Toward an understanding of the real effects

and
costs of inflation’, Weltwirtschaftliches Archiv, 114(4), 810-832.

Fischer, S. (1986), Indexing, Inflation and Economic Policy, Cambridge MA 02142-
1209, USA, MIT Press.

Fischer, S. (1993), ‘The Role of Macroeconomic Factors in Growth’, Journal of
Monetary Economics, 32(3), 485-512.

Fischer, S. (1994). Modern Central Banking. in Capie, F., Goodhart, C., Fischer, S. &
Schnadt, N.(Eds) The Future of Central Banking: The Tercentenary Symposium of
the Bank of England’, Cambridge.

Fischer, S. (1996). Why are central banks pursuing long-run price stability?.
Achieving Price Stability, 2, 7-34.

Fisher, 1. (1913). A remedy for the rising cost of living: Standardizing the dollar. The
American Economic Review, 3(1), 20-28.

Food and Agriculture Organization (FAO). (2001). The state of food insecurity in the
world.

Foster, E. (1978). The variability of inflation. The Review of Economics and Statistics,

60(3), 346-350.
Fountas, S., & Karanasos, M. (2006). The relationship between economic growth and
real uncertainty in the G3. Economic Modelling, 23(4), 638-647.

Frankel, J. A. (1986). Expectations and commodity price dynamics: The overshooting

model. American Journal of Agricultural Economics, 68(2), 344-348.

Friedman, D., & Vandersteel, S. (1982). Short-run fluctuations in foreign exchange

258



rates: evidence from the data 1973-1979. Journal of International
Economics,13(1),
171-186.
Friedman, M. (1977). Nobel lecture: inflation and unemployment. The Journal of
Political Economy, 85(3), 451-472.
Friedman, M. (1971). Government revenue from inflation. The Journal of Political
Economy, 846-856.
Friedman, M. (1970). A theoretical framework for monetary analysis. Journal of
Political Economy, 78(2), 193-238.
Friedman, M. (1968). Dollars and deficits. Prentice-Hall.Inc
Friedman, M. (1957). A Theory of the Consumption: Princeton, NJ, Princeton,
University Press.
Frisch, R. (1936). On the notion of equilibrium and disequilibrium. The Review of
Economic Studies, 3(2), 100-105.
Fuhrer, J., & Moore, G. (1992). Monetary policy rules and the indicator properties of
asset prices. Journal of Monetary Economics, 29(2), 303-336.
Fuhrer, J., & Moore, G. (1995). Inflation persistence. The Quarterly Journal of
Economics, 110 (1), 127-159.
Furlong, F., & Ingenito, R. (1996). Commaodity prices and inflation. Economic Review

Federal Reserve Bank of San Francisco, (2), 27-47.

259



Galy, J., & Gertler, M. (1999). Inflation dynamics: A structural econometric analysis.
Journal of Monetary Economics, 44(2), 195-222.
Gardner, B. L. (1975). The farm-retail price spread in a competitive food industry.
American Journal of Agricultural Economics, 57(3), 399-409.
Gardner, B. L., & Brooks, K. M. (1994). Food prices and market integration in
Russia:
1992-93. American Journal of Agricultural Economics, 76(3), 641-646.
Gelos, G., & Ustyugova, Y. (2012). Inflation responses to commaodity price shocks:
How and why do countries differ?. International Monetary Fund. Working
paper N0.12/225, 1-31.
Gerlach, S., & Tillmann, P. (2012). Inflation targeting and inflation persistence in
Asia—
Pacific. Journal of Asian Economics, 23(4), 360-373.
Geweke, J., & Porter-Hudak, S. (1983). The estimation and application of long-
memory
times series models.in Peter M.Robinson (Eds), Time series with long memory,
(pp. 119-137), Oxford, U.K., Oxford University Press.
Geweke, J., & Porter-Hudak, S. (1983). The estimation and application of long
memory
time series models. Journal of Time Series Analysis, 4(4), 221-238.
Ghoshray, A. (2011). A reexamination of trends in primary commodity prices.
Journal
of Development Economics, 95(2), 242-251.
Ghysels, E., Harvey, A. C., & Renault, E. (1996). Stochastic volatility. Handbook of

Statistics, 14, 119-191.

260



Gil-Alana, L. A. (2001). Testing stochastic cycles in macroeconomic time series.
Journal of Time Series Analysis, 22(4), 411-430.
Gilbert, C. L. (2010). How to understand high food prices. Journal of Agricultural

Economics, 61(2), 398-425.

261



Gilbert, C. L., & Morgan, C. W. (2010). Food price volatility. Philosophical
Transactions of the Royal Society of London B: Biological Sciences, 365(1554),
3023-3034.

Ginting, E., & Bird, K. (2009). Explaining inflation in Cambodia. In 3rd Cambodian
Economic Forum, Phnom Penh (Vol. 5).

Giraitis, L., Kokoszka, P., Leipus, R., & Teyssiere, G. (2003). On the power of R/S-
type tests under contiguous and semi-long memory alternatives. Acta Applicandae
Mathematica, 78(1-3), 285-299.

Glosten, L. R., Jagannathan, R., & Runkle, D. E. (1993). On the relation between the
expected value and the volatility of the nominal excess return on stocks. The
Journal of Finance, 48(5), 1779-1801.

Golob, J. E. (1994). Does inflation uncertainty increase with inflation?. Economic
Review-Federal Reserve Bank of Kansas City, 79(3), 27.

Gordon, R. J. (1971). Steady anticipated inflation: Mirage or oasis?. Brookings

Papers
on Economic Activity, 1971(2), 499-510.

Gordon, R. J. (1975). "Alternative Responses of Policy to External Supply Shocks".
Brookings Papers on Economic Activity. 1975(1): 183-206.

Gourieroux, C. (1997). ARCH Models and Financial Applications. New York,

Springer-Verlag.

Granero, M. S., Segovia, J. T., & Pérez, J. G. (2008). Some comments on Hurst
exponent and the long memory processes on capital markets. Physica A:

Statistical
Mechanics and its Applications, 387(22), 5543-5551.

Granger, C. W. (1966). The typical spectral shape of an economic variable.

262



Econometrica, 34(1), 150-161.

263



Granger, C. W. (1988). Some recent development in a concept of causality. Journal of
Econometrics, 39(1), 199-211.

Granger, C. W., & Joyeux, R. (1980). An introduction to long-memory time series
models and fractional differencing. Journal of Time Series Analysis, 1(1), 15-29.

Granger, C. W. J., & Lee, T. H. (1989). Investigation of production, sales and

inventory
relationships using multicointegration and non-symmetric error correction models.
Journal of Applied Econometrics, 4(S1), S145-S159.

Granger, C. W., & Newbold, P. (1974). Spurious regressions in econometrics. Journal
of Econometrics, 2(2), 111-120.

Greb, F., Jamora, N., Mengel, C., von Cramon-Taubadel, S., & Wurriehausen, N.
(2012). Price transmission from international to domestic markets. Global Food
Discussion Papers, No. 15,

Greene, M. T., & Fielitz, B. D. (1977). Long-term dependence in common stock
returns. Journal of Financial Economics, 4(3), 339-349.

Grier, K. B., & Perry, M. J. (1998). On inflation and inflation uncertainty in the G7
countries. Journal of International Money and Finance, 17(4), 671-689.

Gupta, S., & Mueller, R. A. (1982). Analyzing the pricing efficiency in spatial

markets:

Concept and application. European Review of Agricultural Economics, 9(3), 301-
312.

Hamao, Y., Masulis, R. W., & Ng, V. (1990). Correlations in price changes and
volatility across international stock markets. Review of Financial Studies, 3(2),
281-307.

Hamilton, J. D., & Susmel, R. (1994). Autoregressive conditional heteroskedasticity

264



and changes in regime. Journal of Econometrics, 64(1), 307-333.

265



Hamilton, J. D. (1989). A new approach to the economic analysis of nonstationary
time
series and the business cycle. Econometrica, 57(2), 357-384.

Hassler, U. (1993). Regression of spectral estimators with fractionally integrated time
series. Journal of Time Series Analysis, 14(4), 369-380.

Hassler, U., & Wolters, J. (1995). Long memory in inflation rates: International
evidence. Journal of Business & Economic Statistics, 13(1), 37-45.

Harvey, A. C. (1990). Forecasting, structural time series models and the Kalman
filter. Cambridge university press.

Harvey, A. C. (1993). Time series models. Cambridge, USA, The MIT Press.

Harvey, A. C., & Shephard, N. (1996). Estimation of an asymmetric stochastic

volatility
model for asset returns. Journal of Business & Economic Statistics, 14(4), 429-

434,

Haubrich, J. G. (1993). Consumption and fractional differencing: Old and new
anomalies. The Review of Economics and Statistics, 75(4), 767-772.

Hazell, P. B. R., Jaramillo, M., & Williamson, A. (1990). The relationship between
world price instability and the prices farmers receive in developing countries.
Journal of Agricultural Economics, 41(2), 227-241.

Headey, D., & Fan, S. (2008). Anatomy of a crisis: the causes and consequences of
surging food prices. Agricultural Economics, 39(s1), 375-391.

Helbling, D. L., Mercer-Blackman, V., Dao, C. T.-N., Erbil, N., & Oakes, E. (2008).

Is
inflation back? commaodity prices and inflation. World Economic Outlook.

Holland, A. S. (1995). Inflation and uncertainty: Tests for temporal ordering. Journal

266



of Money, Credit and Banking, 27(3), 827-837.

Hendry, D. F., & Hubrich, K. (2006). Forecasting economic aggregates by
disaggregates. Centre for Economic Policy Research, Discussion Paper, N0.5485,
1-42.

Hosking, J. R. (1981). Fractional differencing. Biometrika, 68(1), 165-176.

Hsieh, D. A. (1988). The statistical properties of daily foreign exchange rates: 1974
1983. Journal of International Economics, 24(1), 129-145.

Hurst, H. E. (1951). Long-term storage capacity of reservoirs. Transactions of the
American Society of Civil Engineering, 116(1), 770-808.

Hurst, H. E. (1957). A suggested a statistical model of some time series which occur

in
nature. Nature, 180(4584), 494. doi:10.1038/180494a0.

Hurvich, C. M., Moulines, E., & Soulier, P. (2005). Estimating long memory in
volatility. Econometrica, 73(4), 1283-1328.

Hurvich, C. M., & Ray, B. K. (1995). Estimation of the memory parameter for
nonstationary or noninvertible fractionally integrated processes. Journal of Time
Series Analysis, 16(1), 17-41.

Hurvich, C. M., & Ray, B. K. (2003). The local Whittle estimator of long-memory
stochastic volatility. Journal of Financial Econometrics, 1(3), 445-470.

Imai, K. S., Gaiha, R., & Thapa, G. B. (2008). Transmission of world commodity

prices
to domestic commaodity prices in India and China. Brooks World Poverty Institute
Working Paper No.45.

Isard, P. (1977). How far can we push the law of one price?. The American Economic

Review, 67(5), 942-948.

267



Ivanic, M., & Martin, W. (2008). Implications of higher global food prices for poverty
in low-income countries1. Agricultural Economics, 39(s1), 405-416.
Jaffri, A. A., Asjed, R., & Bashir, S. (2013). Passthrough of global inflation to
domestic
inflation: An empirical evidence for Pakistan. Journal of Managerial Sciences, 7(

1), 106-.111.

268



Jalil, M., & Tamayo Zea, E. (2011). Pass-through of international food prices to
domestic inflation during and after the great recession: evidence from a set of Latin
American economies. Development and Society, (67), 135-179.

Jin, H. J., & Frechette, D. L. (2004). Fractional integration in agricultural futures price
volatilities. American Journal of Agricultural Economics, 86(2), 432-443.

Johansen, S. (1988). Statistical analysis of cointegration vectors. Journal of Economic
Dynamics and Control, 12(2), 231-254.

Johansen, S. (1991). Estimation and hypothesis testing of cointegration vectors in
Gaussian vector autoregressive models. Econometrica,59(6) 1551-1580.

Johansen, S. (1992). Testing weak exogeneity and the order of cointegration in UK
money demand data. Journal of Policy Modeling, 14(3), 313-334.

Johansen, S., & Juselius, K. (1990). Maximum likelihood estimation and inference on
cointegration with applications to the demand for money. Oxford Bulletin of
Economics and Statistics, 52(2), 169-210.

Joyce, M. (1995). Modelling UK inflation uncertainty: the impact of news and the
relationship with inflation. Working paper No. 30, Available at SSRN:

http://ssrn.com/abstract=114788

Kallon, K. M. (1994). An econometric analysis of inflation in Sierra Leone. Journal
of

African Economies, 3(2), 199-230.
Keynes, J. M. (1936). The general theory of interest, employment and money.
London:

Macmillan.
Khan, S.A.J.S.A, (2010). Inflation and Inflation uncertainty: a Garch application-an

appraisal from Pakistan. In International Conference On Applied Economics—

269


http://ssrn.com/abstract=114788

ICOAE, 345-352.

Universiti Utara Malaysia

270



Kiley, M. T. (2008). Estimating the common trend rate of inflation for consumer
prices
and consumer prices excluding food and energy prices. Divisions of Research &
Statistics and Monetary Affairs, Federal Reserve Board.

Kim, C., Nelson, C., Piger, J., 2004. The less volatile U.S. economy: a Bayesian
investigation of timing, breadth, and potential explanations. Journal of Business

and Economics Statistics, 22 (1), 80-93.

Kim, C.J., (1993) Unobserved-component time series models with Markov-Switching
Heteroscedasticity: changes in regime and the link between inflation rates and
inflation uncertainty, Journal of Business and Economic Statistics, 11, 341-349.

Kim, S., Shephard, N., & Chib, S. (1998). Stochastic volatility: likelihood inference
and comparison with ARCH models. The Review of Economic Studies, 65(3),

361-

393.
Kinnucan, H. W., & Forker, O. D. (1987). Asymmetry in farm-retail price
transmission
for major dairy products. American Journal of Agricultural Economics, 69(2), 285
292.

Klein, B. (1976, December). The social costs of the recent inflation: The mirage of
steady “anticipated” inflation. In Carnegie-Rochester Conference Series on Public
Policy (Vol. 3, pp. 185-212). North-Holland.

Kohzadi, N., & Boyd, M. S. (1995). Testing for chaos and nonlinear dynamics in

cattle
prices. Canadian Journal of Agricultural Economics, 43(3), 475-484.

Kontonikas, A. (2004). Inflation and inflation uncertainty in the United Kingdom,

271



evidence from GARCH modelling. Economic Modelling, 21(3), 525-543.

Kovaécs, S., Huzsvai, L., & Balogh, P. (2013). Investigating the long memory property
of the Hungarian market pig prices by using detrended fluctuation analysis.

Journal
of Agricultural Informatics, 4(2), 1-9.

Kumar, D. (2015). Long Memory in the Volatility of Indian Financial Market: An

Empirical Analysis Based on Indian Data. diplom. de.

Kinsch, H. (1986). Discrimination between monotonic trends and long-range
dependence. Journal of Applied Probability, 23(4), 1025-1030.

Kwiatkowski, D., Phillips, P. C., Schmidt, P., & Shin, Y. (1992). Testing the null
hypothesis of stationarity against the alternative of a unit root: How sure are we
that economic time series have a unit root? Journal of Econometrics, 54(1), 159
178.

Kydland, F., & Prescott, E. C. (1980). A competitive theory of fluctuations and the
feasibility and desirability of stabilization policy. In rational expectations and
economic policy (pp. 169-198). University of Chicago Press.

Lamm, R. M. (1979). Dynamics of food price inflation. Western Journal of

Agricultural
Economics, 4, 119-132.

Lee, H. H., & Park, C. Y. (2013). International transmission of food prices and
volatilities: A panel analysis. Asian Development Bank Economics Working Paper
Series, (373).

Leibtag, E. (2009). How much and how quick? Pass through of commodity and input
cost changes to retail food prices. American Journal of Agricultural Economics,

91(5), 1462-1467.

272



Levin, A. T., & Piger, J. (2002). Is inflation persistence intrinsic in industrial
economies? Fderal Reserve Bank of St. Louis, Working Paper No: 2002-023E.

Lo, A.W., & Mackinlay, A.C (1989). The size and power of the variance rato test in
finite samples: A Monte Carlo investigation. Journal of Econometrics, 40(2), 203-

238.

273



Lo, AW, (1991). Long-term memory in stock market prices, Econometrica, 59(5),
1279-1313.

Lobato, I. N., & Savin, N. E. (1998). Real and spurious long-memory properties of
stock-market data. Journal of Business & Economic Statistics, 16(3), 261-268.

Loening, J. L., Durevall, D., & Birru, Y. A. (2009). Inflation dynamics and food
prices in an agricultural economy: The case of Ethiopia. World Bank Policy
Research Working Paper No. 347.

Logue, D. E., & Willett, T. D. (1976). A Note on the relation between the rate and
variability of inflation. Economica, 43(170), 151-158.

Luenberger, D. (1979). Introduction to dynamic systems: Theory, models, and
applications. John Wiley & Sons.

Lucas, R. E. (1973). Some international evidence on output-inflation tradeoffs. The
American Economic Review, 63(3), 326-334.

Mandelbrot, B.B (1963a). The variation of speculative prices. Journal of Business, 36,
394-419.

------ , (1963b). "New methods in statistical economics”, Journal of Political
Economy, 71, 421-440

----- , (1967). The variation of some other speculative prices. The Journal of
Business, 40(4), 393-413.

------ , (1971). Analysis of long-run dependence in economics: The R/S technique.
Econometrica, 39, 68-69.

----- , (1972). Statistical methodology for nonperiodic cycles: from the covariance to

R/S analysis. Annals of Economic and Social Measurement,1(3) 259-290.

274



----- , (1975). Stochastic models for the Earth's relief, the shape and the fractal
dimension of the coastlines, and the number-area rule for islands. Proceedings of
the National Academy of Sciences, 72(10), 3825-3828.

----- , (1997a). The variation of certain speculative prices: Berlin, Springer.

----- , (1997b). New methods in statistical economics. In fractals and scaling in
finance (pp. 79-104). New York, Springer.

Mandelbrot, B. B., & Taqqu, M. S. (1979). Robust R/S analysis of long run serial
correlation, in proceedings of the 42" session of the InternationalStatistical
Institute, 48, 69-99.

Mandelbrot, B. B., & Van Ness, J. W. (1968). Fractional Brownian motions,

fractional
noises and applications. Society for Industrial and Applied Mathematics Review,
10(4), 422-437.

Mandelbrot, B. B., & Wallis, J. R. (1969). Robustness of the rescaled range R/S in the
measurement of noncyclic long run statistical dependence. Water Resources
Research, 5(5), 967-988.

Mankiw, N. G., & Reis, R. (2001). Sticky information versus sticky prices: A proposal
to replace the New Keynesian Phillips curve (No. w8290). National Bureau of
Economic Research.

Marques, C. R. (2004). Inflation persistence: facts or artefacts? (No. 0371). European
Central Bank.

Mayadunne, G., Evans, M., & Inder, B. (1995). An empirical investigation of shock
persistence in economic time series. Economic Record, 71(2), 145-156.

McLeod, A. I., & Hipel, K. W. (1978). Preservation of the rescaled adjusted range: 1.

275



A reassessment of the Hurst phenomenon. Water Resources Research, 14(3),

491-

508.

Meyer, J., & Cramon-Taubadel, S. (2004). Asymmetric price transmission: A survey.
Journal of Agricultural Economics, 55(3), 581-611.

Minot, N. (2009). Transmission of world food price changes to African markets and

its
effect on household welfare. Washington, International Food Policy Research
Institute (IFPRI).

Minot, N. (2011). Transmission of world food price changes to markets in Sub-

Saharan
Africa. Washington: International Food Policy Research Institute.

Minot, N. (2012). Food price volatility in Africa: Has it really increased? IFPRI
discussion paper no:1239, Washington, International Food Policy Research
Institute.

Minot, N. (2013). How volatile are African food prices?. IFPRI Research Brief-19.

Minot, N. (2014). Food price volatility in sub-Saharan Africa: Has it really increased?
Food Policy, 45, 45-56.

Miron, D., & Tudor, C. (2010). Asymmetric conditional volatility models: Empirical
estimation and comparison of forecasting accuracy. Romanian Journal of

Economic
Forecasting, 13(3), 74-92.
Mishkin, F. S. (2007). Inflation dynamics. International Finance, 10(3), 317-334.
Mishra, P., & Roy, D. (2012). Explaining inflation in India: The role of food prices. In

Shekhar Shah Barry Bosworth Arvind Panagariya (Eds), India policy forum

276



2011/12, 139-224.
Mitchell, W. (1927). Business Cycles: The problem and its setting, New York Nationa
Bureau of Economic Research.
Mitchell, D. (2008). A note on rising food prices. World Bank Policy Research
Working

Paper Series,. Policy Research Working Paper 4682.

277



Morisset, J. (1998). Unfair trade? The increasing gap between world and domestic
prices in commodity markets during the past 25 years. The World Bank Economic
Review, 12(3), 503-526.

Moriyama, K., & Naseer, A. (2009). Forecasting inflation in Sudan (No. 9-132).
International Monetary Fund.

Mosteller, F., & Tukey, J. W. (1977). Data analysis and regression: A second course

in
statistics. Addison-Wesley Series in Behavioral Science: Quantitative Methods.

Mundlak, Y., & Larson, D. F. (1992). On the transmission of world agricultural
prices. The World Bank Economic Review, 6(3), 399-422.

Myers, R. J. (1991). Estimating time-varying optimal hedge ratios on futures markets.
Journal of Futures Markets, 11(1), 39-53.

Myers, R. J. (1992). Time series econometrics and commodity price
analysis.Department of Economics The University of Queensland.

Myers, R. J. (2006). On the costs of food price fluctuations in low-income countries.
Food Policy, 31(4), 288-301.

Nas, T. F., & Perry, M. J. (2000). Inflation, inflation uncertainty, and monetary policy
in Turkey: 1960-1998. Contemporary Economic Policy, 18(2), 170-180.

Nelson, C. R., & Plosser, C. R. (1982). Trends and random walks in macroeconmic
time series: Some evidence and implications. Journal of monetary Economics,
10(2), 139-162.

Nelson, D. B. (1991). Conditional heteroskedasticity in asset returns: A new

approach.
Econometrica, 59(2), 347-370.

Newcomb, S. (1895). The elements of the four inner planets and the fundamental

278



constants of astronomy. Washington D.C., US Government Printing Office.

279



Ng, S., & Perron, P. (1995). Unit root tests in ARMA models with data-dependent
methods for the selection of the truncation lag. Journal of the American statistical
association, 90(429), 268-281.

Nwankwo, G. O. (1982). Inflation in Nigeria, Causes and Cure. In Ibadan:

Proceedings
of National Conference Organized by NISER (Vol. 80).

Okun, A. M. (1971). The mirage of steady inflation. Brookings Papers on Economic
Activity, 1971(2), 485-498.

Omotosho, B. S., & Doguwa, S. I. (2013). Understanding the dynamics of inflation
volatility in Nigeria: a GARCH perspective. CBN Journal of Applied Statistics,
3(2), 51-74.

Onour, I, & Sergi, B. (2011). Global food and energy markets: Volatility

transmission
and impulse response effects. MPRA Paper,No: 34079.

Ooms, M., & Doornik, J. A. (1999). Inference and forecasting for fractional
autoregressive integrated moving average models, with an application to US and
UK inflation (No. EI 9947/A). Econometric Institute, Erasmus University.

Organisation for Economic Cooperation and Development (2005): “Measuring and
assessing underlying inflation”, OECD Economic Outlook, vol 2005 (June),
pp 125-41.

Owyang, M. T. (2001). Persistence, excess volatility, and volatility clusters in

inflation.
Review of Federal Reserve Bank of Saint Louis, 83(6), 41-50.
Peltzman, S. (2000). Prices rise faster than they fall. Journal of political economy,

108(3), 466-502.

280



Pesaran, M. H., Pierse, R. G., & Lee, K. C. (1993). Persistence, cointegration, and
aggregation: A disaggregated analysis of output fluctuations in the US economy.
Journal of Econometrics, 56(1), 57-88.

Penh, P., Ginting, E., & Bird, K. (2009). Explaining inflation in Cambodia. Presented
at the third Cambodian economic forum Phnom Penh, 5 February 2009, Asian
Development Bank.

Peters, E. E. (1994). Fractal market analysis: Applying chaos theory to investment

and
economics (Vol. 24). John Wiley & Sons.

Phelps, E. S., (1971). Inflation policy and unemployment theory, New York .

Phillips, P. C. (1987). Time series regression with a unit root. Econometrica, 55(2),
277-301.

Phillips, P. C., & Perron, P. (1988). Testing for a unit root in time series regression.
Biometrika, 75(2), 335-346.

Phillips, P. C., & Shimotsu, K. (2004). Local Whittle estimation in nonstationary and
unit root cases. The Annals of Statistics, 32(2), 656-692.

Pindyck, R. S., & Rotemberg, J. J. (1988). The excess co-movement of commodity
prices: The Economic Journal, 100(403), 1173-1189

Pivetta, F., Reis, R., (2001). The persistence of inflation in the United States.

Manuscript,Harvard University.
Pivetta, F., & Reis, R. (2007). The persistence of inflation in the United States.
Journal
of Economic dynamics and control, 31(4), 1326-1358.
Polaski, S. (2008). Rising food prices, poverty, and the Doha round: Carnegie

endowment for international Peace Washington, DC.

281



Primiceri, G. E. (2005). Time varying structural vector autoregressions and
monetary policy. Review of Economic Studies, 72(3), 821-852.

Protopapadakis, A. A., & Stoll, H. R. (1986). The law of one price in international
commodity markets: A reformulation and some formal tests. Journal of
International Money and Finance, 5(3), 335-360.

Rangasamy, L. (2009). How persistent is South Africa’s inflation? South African
Reserve Bank, Working paper No. 115.

Rangasamy, L. (2011). Food inflation in South Africa: Some implications for

economic
policy. South African Journal of Economics, 79(2), 184-201.

Rapsomanikis, G., & Mugera, H. (2011). Price transmission and volatility spillovers
in food markets of developing countries. In Methods to Analyse Agricultural
Commodity Price Volatility (pp. 165-179). New York, Springer.

Ravallion, M. (1986). Testing market integration. American Journal of Agricultural
Economics, 68(1),102-1009.

Rich, R. W., & Steindel, C. (2007). A comparison of measures of core inflation.
Economic Policy Review, 13(3), 1-27.

Richardson, J. D. (1978). Some empirical evidence on commodity arbitrage and the

law
of one price. Journal of International Economics, 8(2), 341-351.

Rizvi, S. K. A., & Nagvi, B. (2009). Asymmetric behavior of inflation uncertainty and
Friedman-ball hypothesis: Evidence from Pakistan. In 26th International
Symposium on Money, Banking and Finance, Orléans, France.

Robinson, P. M. (1995). Log-periodogram regression of time series with long range

dependence. The Annals of Statistics, 23(3), 1048-1072.

282



Robinson, P., & Marinucci, D. (2003). Fractional Cointegration, In P.Robinson, (Ed.),
Time Series with Long Mmeory, 334-371.

Robinson, P. M., & Zaffaroni, P. (1998). Nonlinear time series with long memory: A
model for stochastic volatility. Journal of Statistical Planning and Inference,

68(2),

359-371.

Samuelson, P. A. (1952). Spatial price equilibrium and linear programming. The
American Economic Review, 42(3), 283-303.

Schnepf, R. (2011). Consumers and Food Price Inflation. Collingdale, PA 19023,
United States, DIANE Publishing Co.

Schultz, H. (1938). The Theory and measurement of demand. Chicago, University of
Chicago Press.

Serra, T., & Goodwin, B. K. (2003). Price transmission and asymmetric adjustment in
the Spanish dairy sector. Applied economics, 35(18), 1889-1899.

Sexton, R. J., Kling, C. L., & Carman, H. F. (1991). Market integration, efficiency of
arbitrage, and imperfect competition: Methodology and application to US celery.
American Journal of Agricultural Economics, 73(3), 568-580.

Shawarby, S. A. & Selim, H. (2012). Are international food price spikes the source of
Egypt’s high inflation?, Policy Research Working Paper No. 6177.

Shephard, N. (1996). Statistical aspects of ARCH and stochastic volatility.

Monographs
on Statistics and Applied Probability, 65, 1-68.

Shephard, N. (2005). Stochastic volatility: Selected readings. Oxford: Oxford
University Press.

Sims, C. A., & Zha, T. (2006). Were there regime switches in US monetary policy?.

283



The American Economic Review, 96(1), 54-81.

Skare, M., & Stjepanovié, S. (2013). A fractionally integrated model for the Croatian
aggregate output (GDP) series. Economic Research, 26(2), 1-34.

Sowell, F. (1992). Modeling long-run behavior with the fractional ARIMA model.
Journal of Monetary Economics, 29(2), 277-302.

Sowell, F., (1990). The fractional unit root distribution. Econometrica, 58 (2), 495-

505.

Stigler, M., & Prakash, A. (2011). Commaodity prices: Theoretical and empirical
properties. Safeguarding food security in volatile global markets, 27-44.

Stock, J. H., & Watson, M. W. (2007). Why has US inflation become harder to
forecast?. Journal of Money, Credit, and banking, 39(s1), 3-33.

Stock, J., (2001). Comment on evolving post-world war Il U.S. inflation dynamics.
NBER Macroeconomics Annual 2001, 379-387.

Stock, J. H., & Watson, M. W. (2005). Has inflation become harder to forecast?
Princeton University, Department of Economics, unpublished manuscript.

Stock, J. H., & Watson, M. W. (1986). Does GNP have a unit root?. Economics

Letters,
22(2), 147-151.

Student (1927). Errors of routine analysis. Biometrika, 19, 151-164.

Susmel, R., & Engle, R. F. (1994). Hourly volatility spillovers between international
equity markets. Journal of International Money and Finance, 13(1), 3-25.

Takayama, T., & Judge, G. G. (1971). Spatial and temporal price and allocation
models: Amsterdam, North-Holland.

Taylor, J.B.,(2000). Low inflation, pass-through, and the pricing power of firms.

European Economic Review 44, 1389-1408.

284



Taylor, S., (2007). Modeling financial time series, World Scientific Publishing.
Taylor, S. J. (1994). Modeling stochastic volatility: A review and comparative study.
Mathematical finance, 4(2), 183-204.
Taylor, J. B. (1981). On the relation between the variability of inflation and the
average
inflation rate. Paper presented at the Carnegie-Rochester Conference Series on
Public Policy.
Taylor, S. J. (2005). Asset price dynamics, volatility, and prediction. Princeton:
Princeton University Press.
Teverovsky, V., Tagqu, M. S., & Willinger, W. (1999). A critical look at Lo's
modified

R/S statistic. Journal of statistical Planning and Inference, 80(1), 211-227.

285



Timmer, C. P. (2008). Causes of high food prices. In Asian Development Outlook
(Ed.),
Asian Development Bank, Manila, The Philippines, 72-93.
Trostle, R. (2008). Fluctuating food commodity prices. Amber Waves, 6(5), 11-17.
Tweeten, L. G., & Quance, C. L. (1969). Positivistic measures of aggregate supply
elasticities: Some new approaches. American Journal of Agricultural Economics,
51(2), 342-352.
Van de Gucht, L. M., Dekimpe, M. G., & Kwok, C. C. (1996). Persistence in foreign
exchange rates. Journal of International Money and Finance, 15(2), 191-220.
Van Duyne, C. (1982). Food prices, expectations, and inflation. American Journal of
Agricultural Economics, 64(3), 419-430.

Van Quang, T. (2005). The fractal market analysis and its application on Czech
conditions. Acta Oeconomica Pragensi, 13(1), 101-111.

Vavra, P., & Goodwin, B. K. (2005). Analysis of price transmission along the food
chain, OECD food, agriculture and fisheries Paper No. 3, OECD publishing.

http://dx.doi.org.10.1787/752335872456.

Vega, J. L., & Wynne, M. A. (2001). An evaluation of some measures of core
inflation for the euro area. ECB Working Paper No. 53.

Von Braun, J., & Tadesse, G. (2012a). Food security, commodity price volatility, and
the poor. Institutions and Comparative Economic Development, 2012.

Von Braun, J., & Tadesse, G. (2012b). Global food price volatility and spikes: An
overview of costs, causes, and solutions. ZEF-Discussion Papers on Development
Policy No. 161.

Von Cramon-Taubadel, S. (1998). Estimating asymmetric price transmission with the

error correction representation: An application to the German pork market.

286



European Review of Agricultural Economics, 25(1), 1-18.

Von Cramon-Taubadel, S., & Loy, J. P. (1996). Price asymmetry in the international
wheat market: Comment. Canadian Journal of Agricultural Economics, 44(3),
311-317.

VVon Cramon-Taubadel, S., & Fahlbusch, S. (1994). Identifying asymmetric price
transmission with error correction models. In Poster Paper: EAAE European
Seminar “Food policies and the food chain: Structures and interrelationships”.
Reading, UK.

Ward, R. W. (1982). Asymmetry in retail, wholesale, and shipping point pricing for
fresh vegetables. American Journal of Agricultural Economics, 64(2), 205-212.

Walsh, J. P. (2011). Reconsidering the role of food prices in inflation. Washington,
International Monetary Fund, Working Paper No. 71.

Wang, D., & Tomek, W. G. (2007). Commodity prices and unit root tests. American
Journal of Agricultural Economics, 89(4), 873-889.

Wang, S. S., Rui, O. M., & Firth, M. (2002). Return and volatility behavior of dually-
traded stocks: the case of Hong Kong. Journal of International Money and
Finance, 21(2), 265-293.

Ward, R. W. (1982). Asymmetry in retail, wholesale, and shipping point pricing for
fresh vegetables. American journal of agricultural economics, 64(2), 205-212.

Watson. M.W. (1986). Univariate detrending methods with stochastic trends. Journal
of Monetary Economics, 18(1), 49-75.

Wei, A., & Leuthold, R. M. (1998). Long agricultural futures prices: ARCH, long
memory, or chaos processes. University of Illinois, Working Paper No. 98-03.

Whittle, P. (1956). On the variation of yield variance with plot size. Biometrika,

43(3/4), 337-343.

287



Universiti Utara Malaysia

288



Whittle, P.(1962). Topographic correlation, power-law covariance functions, and
diffusion. Biometrika, 49(3/4), 305-314.

Willis, J. L. (2003). Implications of structural changes in the US economy for pricing
behavior and inflation dynamics. Economic Review-Federal Reserve Bank of
Kansas City, 88(1), 5.

Wilson, E. B., & Hilferty, M. M. (1929). Note on CS Peirce's experimental discussion
of the law of errors. Proceedings of the National Academy of Sciences, 15(2), 120-
125.

Wodon, Q. T., & Zaman, H. (2008). Rising food prices in sub-Saharan Africa:

Poverty
impact and policy responses. World Bank Policy Research Working Paper Series,
No. 4738.

Wolffram, R. (1971). Positivistic measures of aggregate supply elasticities: some new
approaches-some critical notes. American Journal of Agricultural Economics,
53(2), 356-359.

Working, H. (1922). Factors determining the price of potatoes in St. Paul and
Minneapolis, 10, University Farm.

Zaffaroni, P. (2007). Aggregation and memory of models of changing volatility.

Journal of Econometrics, 136(1), 237-249.

Zakoian, J. M. (1994). Threshold heteroskedastic models. Journal of Economic
Dynamics and Control, 18(5), 931-955.

Zanias, G. P. (1993). Testing for integration in European Community agricultural
product markets. Journal of Agricultural Economics, 44(3), 418-427.

Zhang, W., & Law, D. (2010). What drives China's food-price inflation and how does

it affect the aggregate inflation? , Working paper No.6, Hong Kong Monetary

289



Authority.

Zhang, Q., & Reed, M. (2008, February). Examining the impact of the world crude oil
price on China’s agricultural commodity prices: The case of corn, soybean, and
pork. In The Southern Agricultural Economics Association Annual Meetings,

Dallas, TX.

290



	Copyright
	Title Page
	Certification
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER ONE: INTRODUCTION
	1.1 Background of the Study
	1.2 Food Price Dynamics in Sri Lanka
	1.3 Problem Statement
	1.4 Research Questions
	1.5 Research Objectives
	1.6 Scope of the Study
	1.7 Significance of the Study
	1.8 Organization of the Thesis

	CHAPTER TWO: BACKGROUND OF SRI LANKAN ECONOMY
	2.1 Introduction
	2.2 Location
	2.3 Population Distribution
	2.4 Inflation Measure in Sri Lanka
	2.5 Role of Agriculture in the Sri Lankan Economy
	2.6 Food and Household Expenditure in Gross National Expenditure
	2.7 Food Expenditure in Inflation Measure in Sri Lanka
	2.8 Food Expenditure Pattern in Sri Lanka
	2.9 Food Imports in Sri Lanka
	2.10 Conclusion

	CHAPTER THREE: REVIEW OF LITERATURE
	3.1 Introduction
	3.2 Review of Theoretical Studies
	3.3 Review of Empirical Studies
	3.4 Research Gaps in the Literature
	3.5 Conclusion

	CHAPTER FOUR: THEORETICAL FRAMEWORK
	4.1 Introduction
	4.2 Theory of Long Memory
	4.3 Theory of Price Inflation
	4.4 Theory of Price Transmission
	4.5 Volatility Transmission
	4.6 Conceptual Model–Price Transmission

	CHAPTER FIVE: METHODOLOGY
	5.1 Introduction
	5.2 Empirical Model
	5.3 Justification of Variables
	5.4 Data
	5.5 Method of Analysis
	5.6 Conclusion

	CHAPTER SIX: RESULTS AND DISCUSSION
	6.1 Introduction
	6.2 Descriptive Statistics
	6.3 Correlation Analysis
	6.4 Unit Root Tests
	6.5 Long Memory Analysis
	6.6 Global Food Price Transmission to Domestic Prices
	6.7 Global Food Price Volatility Transmission to Domestic Prices
	6.8 Transmission of Food Prices to Overall Consumer Price in DomesticMarkets
	6.9 Granger-Causality Analysis
	6.10 Causality Relationship between Food Price Inflation and Volatility ofFood Price Inflation
	6.11 Impulse Response Function Analysis
	6.12 Conclusion

	CHAPTER SEVEN: CONCLUSION AND POLICY RECOMMENDATION
	7.1 Introduction
	7.2 Summary of Findings and Conclusions
	7.3 Policy Recommendations
	7.4 Limitations of the Study

	REFERENCES



