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Table 1- Specifications of variables examined in this study
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Table 2- Results of unit root test and breakpoint for study variables
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. oy 2 )l 2P i,
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Table 3- Results of bounds test for linear and nonlinear ARDL models
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Table 4- Results of the symmetry test of long-run and short-run for global economic
policy uncertainty index
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Table 5- The asymmetric and symmetric effects of global economic policy uncertainty
index on food price in long-run
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economic policy uncertainty index
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0.003 (0.17) Log of decreasing of global
economic policy uncertainty index

0.32%%* (0.11)

0.03*** (0.01) 0.03*** (0.12) st 4052 o)
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Log of GDP per capita
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Intercept
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Source: Research findings; ***, ** and * indicate significance level of 1%, 5% and 10%
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Table 6- The asymmetric and symmetric effects of global economic policy uncertainty
index on food price in short-run
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Source: Research findings; ***, ** and * indicate significance level of 1%, 5% and 10%
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Figur 2- Structural stability diagrams for NARDL model
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Introduction

In recent years, international communities have faced numerous challenges
related to food security, perhaps the most prominent reason being the sharp
increase in prices. The global economy has faced severe fluctuations in the
prices of agricultural and food commodities, especially after the occurrence
of global crises. In terms of empirical literature, factors such as money supply,
oil prices, fluctuations in world prices, exchange rates, trade openness, etc.
are the main factors in the increase in food prices, while the role of the
variable of economic policy uncertainty as one of the factors affecting food
prices has received less attention in recent years. The occurrence of global
crises such as economic recession, financial crises, escalating trade tensions,
the spread of the Covid-19 virus, and conflicts in the Middle East and the
Black Sea, with increasing types of uncertainties, have caused severe
fluctuations in food prices in food importing countries, including Iran.
Therefore, the present study has examined the symmetric and asymmetric
effects of global economic policy uncertainty on food prices in Iran. To
achieve this goal, the required data for the years 1991-2022 were collected
and analyzed in the form of a Non-linear Autoregressive Distributed Lag
(NARDL) model.

Materials and Methods

In this study, the Non-linear Autoregressive Distributed Lag (NARDL) model
is used to achieve the objective. The NARDL model is an asymmetric
extension of the linear ARDL approach for modeling long-run relationships,
developed by Pesaran et al. (2001). The NARDL model introduces nonlinear
behavior using partial sum decomposition. By simultaneously modeling the
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long-run relationship and the dynamic adjustment pattern in a coherent
manner, this approach allows for the measurement of asymmetric effects in
the short and long run in a transmission mechanism. In the present study,
according to the theoretical literature, to estimate the long-run and short-run
relationship between macroeconomic variables and food prices in Iran, the
food inflation equation is specified as follows:
LFPI, = f(LEPU,, LMS,, LGDPER,, LRATE,, LOPEN,)

In the above equation, the variables LFPI, LEPU, LMS, LGDPER, LRATE
and LOPEN represent the logarithm of the food price index, the logarithm of
the global economic policy uncertainty index, the logarithm of the money
supply, the logarithm of the GDP per capita, the logarithm of the unofficial
exchange rate and the logarithm of trade openness, respectively. In order to
determine the asymmetric effect of global economic policy uncertaintyindex
on food inflation, following the approach of Shin et al. (2014), the sum of
positive and negative partial changes for the global economic policy
uncertainty variable is calculated.

Results and discussion

The results of the linear and nonlinear bounds test in the ARDL model
showed that there is a long-run relationship between macroeconomic
variables including global economic policy uncertainty, money supply, GDP
per capita, exchange rate, and trade openness with food prices in Iran. In
addition, the results of short-run and long-run symmetry tests using the Wald
test showed that the effect of the global economic policy uncertainty growth
variable on Iran's food inflation is asymmetric in the long and short run. The
results of the ARDL linear model estimation showed that in the short and long
run, the effect of global economic policy uncertainty growth on Iran's food
inflation is positive and significant. The results of the NARDL model
estimation also showed that only the effect of increasing global economic
policy uncertainty growth on Iran's food inflation is positive and significant,
while its decrease has no significant effect on Iran's food inflation.
Furthermore, the effect of increasing global economic policy uncertainty on
food inflation in the long run is greater than its effect in the short run, and the
coefficient of increasing global economic policy uncertainty is significantly
greater than the effect of decreasing it.

Suggestion



The results of this study showed that global economic policy uncertainty is a
key determinant of food inflation and has some important policy implications.
Global economic policy uncertainty is an external problem and cannot be
controlled by national economic policies. In fact, dealing with the impact of
global economic policy uncertainty on food prices requires a multifaceted and
comprehensive approach that includes various policies and strategies. In this
context, government intervention through effective economic policies can
provide efforts to reduce the effects of global economic policy uncertainty.
In this regard, policymakers and planners, considering Iran as a food
importing country, should also consider the global uncertain environment in
their food price stabilization policies. In this context, diversification of food
supply sources through strengthening domestic production and developing
sustainable agriculture, establishing strategic food reserves, and
strengthening international cooperation and trade agreements are suggested.

Keywords: Asymmetric effects, Global economic policy uncertainty index,
Food inflation, NARDL model, Iran.
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