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Source: Research findings
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Table 3- Results of ARDL estimation for PPI of agricultural products
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Table 4- Results of NARDL estimation for PPI of agricultural products
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Table 5- Results of Wald test for asymmetric effect of exchange rate and monetary policy shocks
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Introduction: One of the most important variables effective on the PPl of agricultural products is the
exchange rate. With the change in the exchange rate, the relative prices of exports and imports have changed,
and given that the major part of the imports in agricultural sector is the inputs required for the production of this
sector, this will change the cost of agricultural products. The exchange rate directly affects the export and import
of agricultural products and agricultural inputs and indirectly affects production, income, costs, profits and
investment in the agricultural sector. Thus, the exchange rate affects the price index in this sector due to its effect
on the supply and demand of products and inputs in the agricultural sector. Monetary policy is one of the factors
that can affect the price of food and agricultural products. One of the main goals of monetary policy is to
stabilize the general level of prices in the economy. In a situation where society is exposed to inflationary
pressures and the CPI is rising, the application of a contractionary monetary policy can play an important role in
inflation control.

Materials and Methods: In this study is used the nonlinear autoregressive distributed lags (NARDL)
method for estimating of PPI agricultural products equation using Eveiws12 software. The data required for this
study are related to the period 2009 (Chapter 4) to 2019 (Chapter 4), which is mainly collected from domestic
library sources, including the Statistical Center of Iran, the Ministry of Agriculture-Jihad, the Central Bank of
Iran and the Ministry of Economic Affairs and Finance. The data on the effective real exchange rate has been
extracted from the IMF web site. Based on the theoretical foundations and fulfilled studies, the long-run
relationship exists between the PPI of agricultural products and the explanatory variables such as real effective
exchange rate, GDP, CPl and money supply. This equation is transformed into an unbound error correction
model (UECM) using the functional form ARDL (p, q) and is estimated using the ordinary least squares (OLS)
method. In this study, the Bounds test has used for investigating the existence of a long-term relationship (co-
integration) between independent and dependent variables. Also the Wald test has used for investigating the
symmetric or asymmetric effects of independent variables (exchange rate and money supply) on the dependent
variable.

Results and Discussion: The results of the augmented Dickey-Fuller (ADF) test show that all variables are
stationary in first difference. In other words, the variables are integrated from the first degree and in this
research, the NARDL approach can be used. The results of Bounds test indicate that in both the linear symmetric
model (ARDL) and the nonlinear asymmetric model (NARDL), the calculated F-statistic is greater than the
critical values of the upper bound. Thus, the long-run equilibrium relationship between the variables of both
models is accepted with 99% confidence. The results of linear model (ARDL) indicate that the real effective
exchange rate with a time lag, in the short term has a positive and significant effect on the PPI of agricultural
products. The GDP variable only in the long run has a negative and significant effect on the PPI of agricultural
products. In addition, the CPI in the short term with a time lag and in the long term has a positive and significant
effect on the PPI of agricultural products. Also, in the linear model, money supply (monetary policy) has had a
positive and significant effect on the PPI of agricultural products only in the long run. The results of the NARDL
model show that in the short run, only the positive shock of real effective exchange rate has a positive and
significant effect on the PPI of agricultural products. Accordingly, the GDP variable in the short run has a
negative and significant effect on the PPI of agricultural products. In the short run, the CPI with a time lag has a
positive and significant effect on the PPI of agricultural products. In addition, in the short run, the positive and
negative shocks of money supply have not had a significant effect on the PPI of agricultural products. In the long
run, the positive shock of real effective exchange rate has a positive and significant effect on the PPI of
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agricultural products. In addition, the negative shock of the real effective exchange rate in the long run has a
negative and significant effect on the PPI of agricultural products. Also, positive shocks of money supply
(monetary policy) in the long run have a positive and significant effect on the PPl of agricultural products.
Negative shocks of money supply (monetary policy) in the long run have a positive and significant effect on the
PPI of agricultural products. In the long run, GDP has had a negative and significant effect on the PPI of
agricultural products.

Conclusion: The results indicate that the positive shock of the real effective exchange rate, both in the short
run and in the long run, has a positive and significant effect on the PPI of agricultural products. Therefore, the
depreciation of national currency always increases the PPl of agricultural products. Therefore, the most
important step forward for the policymakers and planners to control the rising trend of prices is to prevent the
depreciation of the national currency. Based on these results, positive and negative shocks of money supply
(expansionary and contractionary monetary policies) have a positive and significant effect on the PPl of
agricultural products only in the long run. Therefore, application of monetary policy in the agricultural sector is
like a double-edged sword, and the use of these instruments by monetary authorities requires consideration of all
aspects.
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