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ABSTRACT  
Purpose- Inflation and exchange rates are the leading indicators for an economy. The most important index is Conusmer Prive Index (CPI) 
and Producer Price Index (PPI) to calculate the inflation rates. Changing in these indexes is important to understand the source of shocks that 
effects the inflation. For this reason, understanding the realtion between these indexes are crucial to determine whether demand pull factors 
or cost push factors are important on inflation. Furthermore, there is a storng correlation between exchange rates and price indexes in 
Turkish economy because Turkish economy has high important dependency. Thus, it is also important to determine the effects of exchange 
rates on price indexes for Turkey. The purpose of this study is to investigate the asymmetric relations between pice indexes and exchange 
rates over the sample 2003.01-2022.09.  
Methodology- The study employs linear and non-linear Autoregressive Distributed Lag Models to find the asymmetric effects of exchange 
rates on producer price index and consumer index and the effects of producer price index on consumer price index.   
Findings- The analysis reveals that exchange rates have a positive and significant effects on CPI and PPI  both in the short-run and in the long-
run. However, the effects of positive changes in exchange rate has a significant and positive effects on CPI, negative changes has not a 
significant effects on CPI. Thus, there is an asymmetric effects of changes on exchange rates on CPI. In contrast to these results, changes in 
exchange rate has an symmetric effects on PPI. Another result obtained from the study is there is a positive relation between CPI and PPI 
both in the long-run and in the short-run and there is an asyymetric effects of PPI on CPI. 
Conclusion- According to the results, in order to control inflation based on CPI, the effects of fluctuations in exchange rates should be reduced 
both in the short run and long run. In addition to this result, there is a stong effect of PPI on CPI. Thus, policy makers should implement 
policies to control inflation in Turkish economy.  
 

Keywords: exchange rates, consumer price index, producer price index, ARDL model, NARDL model 
JEL Codes: F31, E31, C22 
 

 

REFERENCES 

Akçay, S. (2011). The causal relationship between producer price index and consumer price index: Empirical evidence from selected European 
countries. International Journal of Economics and Finance, 3, 227–232. 

Alemu, Z.G. (2012). Causality links between consumer and producer price inflation in South Africa. Applied Economics Letters, 19, 13–18. 

Caporale, G.M, Katsimi, M.,  Pittis, N. (2002). Causality links between consumer and producer prices: Some empirical evidence. Southern 
Economic Journal, 68, 703–711. 

Cioran, Z. (2014). Monetary policy, inflation and the causal relation between the inflation rate and some of the macroeconomic variables. 
Procedia Economics and Finance, 16, 391-401. 

Clark, T.E (1995). Do producer prices lead consumer prices? Federal Reserve Bank of Kansas City Economic Review, 80, 25–39. 

Ghazali, M.F, O.A Yee and M.Z Muhammed (2008). Do producer prices cause consumer prices? Some empirical evidence. International 
Journal of Business and Management, 3, 78–82. 

Shahbaz, M, UR Awan and M.N Nasir (2009). Producer and consumer prices nexus: ARDL bounds testing approach. International Journal of 
Marketing Studies, 1, 78–86. 



 

11th Istanbul Finance Congress (IFC - 2022), V.16, 215-216                                                                                                              Asik 

 

 
 

_____________________________________________________________________________________________________ 
 DOI: 10.17261/Pressacademia.2023.1696                                        216                                                       PressAcademia Procedia 

 
 
 

Shahbaz, M, A.N.M. Wahid and A Haider (2010). Empirical psychology between wholesale price and consumer price indices: The case of 
Pakistan. Singapore Economic Review, 55, 537–551 

Sidaoui, J, C Capistran, D Chiquiar and M Ramos-Francia (2010). On the predictive content of the PPI on CPI inflation: The case of Mexico. 
Bank for International Settlements Papers, No. 49, 249–257. 

Tiwari, AK and M Shahbaz (2013). Modelling the relationship between whole sale price and consumer price indices: Cointegration and 
causality analysis for India. Global Business Review,14, 397–411. 

 


