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A Study of Asymmetric Price
Transmission Mechanism in the
Taiwan Hog Market

Jia-Jan Lee”

This paper employed non-linear threshold autoregressive (TAR) and
momentum -TAR (M-TAR) models to tests whether the asymmetric price
transmission relationship existed between the retail price and the
producer price in Taiwan hog market after taking into considerations of
possible structural changes during the sample period from Jan 1981 to
Dec 2006.

The results showed that the change of producer price fitted the | (0)
process as was that of retail price after allowing for the structural change:
the outbreak of food and mouth disease in May 1997. The final
estimation of the co-integration models indicated that only in M-TAR
model and only when the equilibrium level was not equal to 0, did the
asymmetric price transmission relationship existed. In that case, the
criterion of a optimal threshold level could be chosen. It indicated that the
speed of the price transmission (to the retail price) while the producer
price was declining was faster than that while the producer price was
increasing. The finding was rather different from the previous study,
which illustrated the reverse process. Our results also discovered that the
bi-direction feedback relationship existed between the dynamic change of
producer price and that of retail price in the Taiwan hog market with the
reciprocal feedback between the two market prices.

Keywords: Hog Market, Asymmetric, Price Transmission, Threshold
Autoregressive, Momentum Threshold Autoregressive Model
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