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Pass-through Effect of Global Prices to Broiler and Beef Meat Domestic Prices in Iran (Application of
Markov Switching Vector Autoregressive Model)

Abstract

This study investigates how global prices are passed on to domestic price of broiler and beef meat in Iran. Using the
Markov Switching Vector Autoregressive (MS-VAR) and Vector Autoregressive (VAR) methods, impulse response
functions and quarterly data set, the nonlinearities in broiler and beef meat price behavior and pass-through of global
prices to domestic prices of these products were analyzed. According to the findings, the MS-VAR model provides a
suitable framework for modeling global broiler price pass-through and there is a considerable difference in the pass-
through magnitude between the regimes. The findings indicate that the magnitude of the global price pass-through of
broiler meat to domestic prices is 0.11 in the first regime after a year. While the pass-through extent for this product
in the second regime is 0.50 after four quarters. The pass-through magnitude for beef meat is 0.08 after one year. It is
suggested that inflation targeting policies and appreciation of the domestic currency can reduce the global prices pass-
through to domestic prices.

JEL classification: Q18, E31
Keywords: Beef Meat, Broiler Meat, Price Pass-Through, Iran



