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Purpose: The comparative analysis of overall HCPI and food inflation rates” regional convergence between the Eumpcau Monetary Unien and
Mew Member States (NMS) using both ageregated and disaggregated data from January 2000 until December 201 HCPI inf. Rate differentials UR tests Food inf, rate differentials UR tests
Motivation:
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- although there exist now a wealth of empirical papers with respect to inflation convergence, NMS were somewhat neglected. more, research Aj.‘m Al”—(:l..b TA Bmﬂ m Brcﬁ ADF ADF DF-GLS ZA Break Perron Break
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and food) inflation ate convergence is important on one hand because of the desire to meet Maastricht euro convergenice critetia and on the DBG 176" 177 202 -4.28 Y5m8 519" YSm7 RS = lsd g3l R 52 e
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= The food basket expenditure as part of disposable income is still significantly higher for NMS consumers that those in ‘old” EU member DCY 2157 241 30T 46T YImil0 270 YTmo 121 -168 -136 -3.46 Yim?2 -3.45 Yiml
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- This poster aims to derive conclusions by employing a datasct that covers a politically, socially and none-the-less economically extremely E— — - e — — . . e ~ [
interesting period: from before the EU accession, through the global financial crisis, price spike the adoption of Euro in some NMS, and DEE -1.08 -1.60  -1.63 295 Yoml 291 Y5mi2 —-2.117 3197 -1.38 -7.06 Y8mll -6.99 Y8m8
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Main conclusion: o . = r
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There is some evidence that after an al, pre- and post EU accession convergence process, the financial crises together with the agriculoural — — < .
and food commodity price surge (price spike) did not halt, but diversified the convergence process of NMS. | DLT 5.1 '3'2_?“ -3.16 .85 Yom> =332 Ysml0  -149 -L7 -1.08 313 YSmle -5.66 Y5ms
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18 Theotetical converpence: Source: own caleulations, data from EUROSTAT. Note: ™",™"," denote 1, 5 and 10% significance respectively. ? without intercept and trend, ® with intercept. Y-year,
lim (X, —dY,) =« m: menth, Bold numbers in this column indicate significance of the intercept (at 1,5 or 10%4).
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Empirical convergence tests: univariate and panel unit root (UR)
tests,
Large number of UR tests with varying power and size . R It 2 ! C H A
prei esults 2. onclusions
UR tests in the presence of structural breaks - maost structural breaks occurred during the crisis/price spike period The main conclusion of this paper — although it might sound
- repeating the UR tests (Result 1.) on subsamples 200mi-2007ml0 and 2007mi0- tmivial — is that convergence, as it is rightly put, is a process, and
] 201 3mi2yiclds: thus continuously affected by national and global impacts,
00 D1 Oz 03 D4 D5 O6 OF OB 08 4G 41 1z 13 Descr‘ptive statistics - crisis and surge of global commodity prices: very different impacts upon NMS therefore in motion until Evre adoption is completed {or even
BULGARA EROATIA SVPEIE - couniries that displays strong convergence irrespective of period and test statistic: after that, see the examples of some peripheral countries).
—— CZECH_REPUBLIC ESTONIA  —— HUNGARY HCPI inflation rate Food inflation rate Slovakia, Malta, Cyprus and the Czech Republic - Resulis reveal the sensitivity of results with respect to the
BOLAND SLovaria S venn - When food inflation is considered. the overall picture is similar to HCPI inflation. testing framework.
i however some countries converge m the second pericd and not in the first - Orverall, there is a convergence process for all NMS, for both
Mean Max. Rel Mean Max. Rel {Bulgaria, Lithuania), but some (Croatia, Romania and Larvia) not at all. HCPI and food inflanon.
Food inflation rates for NMS Std Dev: Std.Dev. B - However this is by far not uniform throughout coumtries or
=T BG 56 126 335 51 234 1144 Panel UR tests of HCPI and food inf. groups of couniries.
T CR 3 6 38.5 5 10.8 957 HCOPI Food - Further h will focus on the use of so called ‘second
cY 26 49 39 42 B6& 471 MNMS CEFTA  Baltic First2 MMS NMS CEFT Balic Fist2 NMS ion’ univariate and panel UR tests. that are expected
5 CZ 2.4 6.5 619 2.4 104 157 CEE euro A CEE  Euol to resolve some of the contradictory results obtained in this

paper.
- The use of even more disaggregated data (sector specific,
c.g. meats, dairy, cereals, fruit and vegetables) and the
employment of covatiates in test procedures (such as
openness of economy, wnemployment rate or real effective
exchange rate) might help o emphasise the convergence
process of NAS.

EE 4.2 109 545 4.4 17 107.7
HU 5.8 103 371 5.8 13.7
LV 4.6 158 872 57 208
LT 2B 111 1.7 i6 17.5
MT 24 4.7 345 id 96
33 02 b 103 - Common unit reot process: convergence of CEFTA countries for overall inflation
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CZECH_REFUBLIC ESTOMNIA HUNGARY 43 579 ' ; Baltics group: none of the tests reveal convergence for HCPL yet there is strong transmission in the Hungarian agri-food market: A holistic view" .
LaTvia ——— LITHUANIA MALTA = b S - 5 convergence when food inflation is considered.

POLAND ROM AMLA SLOVAKLE EURIT 2.1 282 mlmevmhummmresmm,thmmerqmmuh@er for food inflation than

Null: Unit roof (assumes common Uit roof process)
LLC 0.58 0.02 0.95 032 0.96 0.29 0.78 0.91 092 0.94
Null: Unit roof (assumes individual unit root process)
IPS 000 000 017 000 001 000 000 000 000 00D
ADF 0.00 0.00 030 0.00 0.03 0.00 0.00 0.00 0.00 0.00
FP 0.02 0.34 021 0.24 0.02 0.00 0.04 0.04 0.01 0.01
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