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The Relationship between CPI and PPI: Comparing Taiwan
with Major Economies

Yi-Ling Lin*

Abstract

In 2021, influenced by factors such as a lower base period from the previous year and the
resurgence of global economic activities driving up the prices of commodities, the annual growth
rate of Taiwan’s CPI has been consistently above 1.8% from April to December in 2021. However,
it still remains significantly lower than the annual growth rate of Producer Price Index (PPI), which
has been above 10% each month throughout the year. PPI reflects the factory prices of goods, while
CPI represents the retail prices of consumer goods. There is a significant "scissors gap" between
the annual growth rates of Taiwan's PPI and CPI, and a similar phenomenon has been observed
in economies such as the United States, the Eurozone, Japan, South Korea, and Singapore. This
has raised concerns among the public about the pressure of rising production costs, which may

potentially be passed on to consumers in the future.

This article uses the VAR model and impulse response functions to analyze whether an
increase in PPI will have an impact on CPI. The results are described as follows: In Taiwan, the
high concentration of production items in the electronics and information and communication
technology (ICT) sector results in a relatively small and short-term impact of the annual growth
rates of the PPI on the annual growth rates of the CPI. A similar situation is observed in small open
economies such as South Korea and Singapore. In contrast, the United States, Eurozone, and Japan
exhibit a broader range of production items with lower proportions of exports. As a result, their
inflation rates are more susceptible to the influence of the PPI, displaying greater continuity and

magnitude.

Keywords: CPL, PPI, scissors gap
JEL classification code: E31, ES2, L11

The views expressed in this paper are those of the author and do not necessarily reflect the position of the Central Bank of the
Republic of China (Taiwan). Any errors or omissions are the responsibility of the author..
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12 47.6 2.5 94.4 1.8 3.1 0.3 149.6
113/ 1 97.6 6.4 149.3 2.1 3.4 0.8 259.5
2 94.0 7.1 215.6 1.6 1.3 0.8 320.5

3 56.6 33 201.2 0.9 2.8 0.5 265.3

4 97.2 4.0 256.8 1.4 1.6 0.4 361.4

5 48.1 6.0 201.6 2.6 1.9 0.5 260.6

6 49.4 4.6 133.9 2.3 2.4 0.9 193.3

7 63.3 8.9 224.9 32 3.4 1.2 304.8
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—  EEERMAR © B RER

FRRITEBHRD IR
AQO24FFEF2F - E BRATBORAIHK

JE I E A SRR T - N DU BOE A
b B B T » M R A VE RS 55 )
MG FITE X ERERA » TRERMEIHER
K BEREEHI A + S&P Global Market

Intelligence(LA T fEfES&P Global)filiz T2 EkAE
W R2.7% » BRI ZF5F (1) - FE%
BRIk - B TR LR R
EWPCRIREIE R - FHIH R BRI R R R
{5 » S&P Global T 4 2 BRI i =
F2.8% » BHER2.7% » WH(2025) IR
A2.7%(&1 ~ 2R1) »

1 REREHERER
%
4.0
202342.8% 202445 FEHIE 20254F FEHIE
30 2.7% 2.7%
3.0 | — 27 28 27 9,7 27 2.7
2.4 - m = -
20 |
1.0 +
0.0 1 1 1 1 1 1 1
QI Q2 Q3 Q4 QI Q2 Q4
2023 2024

FERIAKRIE © S&P Global (2024/9/17)
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K1 REERERR

AT %
s 20234E 20244F 20254F
A 1) (2) @) (2)
e 28  (33) 2.7 32 2.7 33
SR 1.6 1.8 1.7 1.7 1.8
S| 2.5 2.6 2.6 1.8 1.9
HA 1.7 0.1 0.7 1.2 1.0
] 0.3 0.0 0.2 1.0 13
B 0.1 1.2 0.7 13 15
BTl 0.4 0.8 0.9 1.3 1.5
= 1.28 3.9 3.1 26 2.7
Fivs 3.3 29 2.9 2.6 2.7
HEInk 11 2.5 2.1 2.8 23
e 1.4 2.5 25 22 22
BT 4.3 4.1 B 42 _
i 3.9 4.5 B 47 _
I 1.9 27 2.9 33 3.1
RS2 PR 3.6 47 4.4 45 44
JEHREE 5.5 5.7 6.0 5.9 6.2
ElE 5.1 5.1 5.0 5.1 5.1
] 5.1 6.2 5.8 6.4 6.5
rREARE 52 49 5.0 4.6 4.5
I 8.2 6.8 7.0 6.5 6.5
ARl RS R E IR - HER R I -
2. 20234 A IS By S&P Global# K} » FEINA BT RIMFEER] 5 R ae Ry B T EORE - R B Rl B (R AR

2FEREHEIT)ER
3.2024522025%F(1) FsS&P Global&H} » (2)Fs IMFERL 3 HENEE Rl BUFE I (B 2T BRI 1) Gk -
4. IMFEAS &P Global 3 H 2RISR R AR » IMFLUBIRR ELEE T35 (International Comparison Program, ICP)E$7iH
201 7HEFA A Z PPPEHEGDPE T E 2 EREAGFHGHEE » S&P GlobalHILISEITEHEZ 4 H GDPEH EAEE -
ERIIR @ S&P Global (2024/9/17) ~ IMF (2024), World Economic Outlook Update, Jul. 16 ~ IMF (2024), World Economic Outlook,
Apr. 16 ~ ZAREE ST,

AT - AR TARESS 0 > S&P Global FRHIASE F¥-4E R ERE K
SRS T AR 0 IR 14.0% o AR 5% - BIERIGE33% (H
WEYERESE  SREEEIEEE )
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2025 FHMIE
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Q1 Q3 Q1
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ZRIAKIE @ S&P Global (2024/9/17)
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BWBCRSTE - AFETHEK - E -

B S5 S S RGO O B R R R - i DURR
TR IBUAR » Ry 00 B B R E A A
e BLREERBCRIRGIEE - =
ShFRAE M S R (Fed) B 5.0, SO B 43 Bh 2
4.75%~5.00% ; BN RAT(ECB)FRFERR A 1F
A0 258 5 5 BEEE3.50% 5 LB RITRE
L0258 5 43 BE2E5.00% 5 MNEARRITREE
0.501E B 7 BE224.25% ; B SR A PG TR AT
IR53 IR IE.0.50 520. 25 5 73 BE 23.25% K

Al ~ EBIREERER R ERR ~

— ~ REF2F LB R - 1HEFAHR
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AREF2T - REIK REHE AT
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EARC RS - JTHBORFIERZE0.25% » I
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B A RSRAT (DU T AT Ry Fe i i
BN - R YERAIEIT - SRS
R+ RS HBOGRFIER - 28] - AP ER
ST LT AR e DA T SRR SR
FEERE S EE AT R (i RGP R » 43
0. 258 B 53 B 226.25% 52 6.00% ©

R T > FedRo HIEEE

2) 5 WEFISRE S BRI TG IR AR EE ~ 258)
TSR » DUB R N HE T8 T AE AR 1 2 4%
S&P Global FHHI A& B R K E
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6
49
4 } 3.4
27 26 3.0
22 2.1

2t 1.4
2+

-2.0
-4

Ql Q3 Q4 Ql Q2 Q3 Q4 Ql Q2

2022 2023 2024

R : Bureau of Economic Analysis

2

SRIE E B PR AT

2022 1.9 3.6 34 8.0 6.2 9.5 -1,173,418
2023 2.5 3.6 0.2 4.1 4.8 2.0 -1,062,110
2023/ 8 3.8 -0.1 3.7 4.3 1.9 -83,686
9 4.9 3.8 -0.2 3.7 4.1 1.8 -86,058
10 3.8 -0.8 32 4.0 1.1 -87,581
11 3.7 -0.2 3.1 4.0 0.8 -88,604
12 34 3.7 0.8 3.4 39 1.1 -87,561
2024/ 1 3.7 -1.2 3.1 3.9 1.1 -89,751
2 39 -0.1 32 3.8 1.6 -91,776
3 1.4 3.8 -0.3 35 3.8 2.0 -92,243
4 39 -0.8 3.4 3.6 2.3 -98,200
5 4.0 0.2 33 3.4 2.5 -99,059
6 3.0 4.1 0.9 3.0 33 2.7 -96,484
7 4.3 -0.7 29 32 2.1 -102,838

8 4.2 0.0 2.5 32 1.7

EHRIRIR  Board of Governors of the Federal Reserve System * Bureau of Economic Analysis * Bureau of Labor Statistics
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EHRIEIR © LSEG Datastream
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KETHEBBRALNH TS ZES
(FOMC)pagift Fr kA & e A =R H AR & R 7
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UK AR JEHTATRE PRS0, 501 5 43 B
HHAE R AT RE TR 1.00E i 4326 -
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Fi(agency debt) et 5 B HE IR 3 2% (agency
MBS)F:600{5357T

Ff#ETerome PowellA9 HBER &% C
FEFRR BT EEGR - SERRR
7% » KZER ETHUE BRI AR KAE § @R
BHEETEIRE - HED R iR 2% H AR R - HIBTE
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FHEETFEAR - AEHEERM
i

AREF2Z » WOTESERERHE 1S
Z0.5%8 T 0.6%([BE5 ~ #23) » ERAELSE
BE o MEEERL BRI A — 5 B T 25

FEHRSS » A RAT  RE R PPE A
I F1J 52 4k BEL5E e B 2 RSB G I - AR5 SE 4
iR - ISP EHNE - S&P Global FHHIEUT
HEEF A AL AR PR R Ry
0.9% » =t EPEF20.6% » 25 F50.8% » BH
FAIF R 1.3%(EE]1) -

5 BoTERERESR

%

6 54
3.9
4
2.6
2 1.7
1.3
I 0.5 o2 0.5 0.6
0.0 : .
0 . L L | L . L
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2022 33 6.7 8.4 4.8 18.2 38.0 -334,899
2023 0.4 6.6 5.4 6.2 -0.8 -13.2 66,359
2023/ 8 6.5 5.2 6.2 -3.5 -24.3 6,187
9 0.0 6.6 43 5.5 9.1 -23.8 10,280
10 6.6 29 5.0 -1.8 -15.3 9,596
11 6.5 2.4 42 -4.4 -16.2 19,281
12 0.2 6.5 2.9 3.9 -8.3 -18.5 17,338
2024/ 1 6.5 2.8 3.6 1.2 -16.0 11,598
2 6.5 2.6 33 0.3 -7.9 22,515
3 0.5 6.5 2.4 3.1 -9.2 -11.5 23,056
4 6.5 2.4 2.8 13.8 1.9 14,385
5 6.5 2.6 29 -0.7 -6.3 13,240
6 0.6 6.5 2.5 2.8 -6.3 -8.4 21,688
7 6.4 2.6 2.8 10.2 4.0 21,232
8 2.2 2.8
EHHJE : ECB ~ Eurostat ~ LSEG Datastream
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NEETR M B TR L TR EE S AT HIEIFF 28 1.2%(F1)
R IE SRR 1T » S&P Global FEIHI ¥

&7 HAEE R RR
%

4.5

L 1.6 .
‘N N T 1
. . :
2}

13
19 2.4
4 }
43
6
Q@ @ Q@ Qo Q@ & o Q@
2022 2023 2024
ZRVICH  EAPIMIR
Fe4  HAEZREHEAE
i | semew ?ﬁﬁ%q’?ﬁ?ﬁ‘%{ ﬁ%%iﬁ?'é‘ﬁ El AL
i | (2020-100) (020-100) | (HIEEHE) | (HIEEHE) | SR
% % R o HIBRA et fEHE o IR IR (R HIE)
R % % %
2022 1.2 2.6 2.5 23 9.8 18.2 39.6 -203,295
2023 1.7 2.6 3.2 3.1 4.2 2.8 -7.0 -93,218
2023/ 5 2.7 3.2 3.1 34 -0.8 -17.6 -9,401
6 -4.3 2.6 3.0 2.8 2.2 4.3 -16.5 606
7 2.5 33 2.9 1.1 1.6 -12.4 -6,682
8 2.5 2.8 2.5 0.5 -0.2 -11.8 -7,883
9 0.2 2.5 2.6 23 0.3 9.7 -6.8 589
10 2.4 2.2 2.0 0.3 11.9 -9.7 -17,665
11 2.6 2.8 2.8 0.7 7.8 0.6 -3,830
12 -2.4 2.6 2.7 2.6 0.9 7.3 -5.1 3,824
2024/ 1 2.6 2.5 2.2 0.9 8.3 8.4 -4,713
2 2.6 2.8 2.5 23 13.5 9.5 -12,230
3 2.9 2.5 2.8 2.6 2.6 5.4 33 2,194
4 2.7 2.8 2.7 3.0 10.2 16.6 -6,287
5 3.0 2.8 2.5 5.6 2.3 -6,953

PRI © HARMIBIT - REBSaHEtTm - KOMEESEA ~ Bol » LSEG Datastream
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0 MEE TR AR IR 1 - S&P
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o MNPV IR S E AR - RERRSREE 5.0%MEE4.9% © 2EIRE4.9% - BERIREE
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%o

8
6.3
6 L
52 53
4.9
4.7
4.8 4.5
3.9
4 L
2.9
2
0.4
0 . . . . . . . .
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2022 2023 2024

BRI : B A BRI
x5 PBIKEEE AR

2022 . 5.6 2.0
2023 5.2 5.2 0.2 0.7 -3.0 -4.7 -5.5 8,221
2023/ 8 5.2 0.1 0.8 -3.0 -8.6 -7.2 672
9 4.9 5.0 0.0 0.8 -2.5 -6.9 -6.3 751
10 5.0 -0.2 0.6 -2.6 -6.6 3.0 559
11 5.0 -0.5 0.6 -3.0 0.7 -0.6 691
12 52 5.1 -0.3 0.6 -2.7 22 0.3 747
2024/ 1 5.2 -0.8 0.4 -2.5 7.8 15.5 841
2 53 0.7 1.2 -2.7 52 -8.0 387
3 53 52 0.1 0.6 -2.8 -7.9 -1.9 574
4 5.0 0.3 0.7 -2.5 1.2 8.3 716
5 5.0 0.3 0.6 -1.4 7.5 1.9 822
6 4.7 5.0 0.2 0.6 -0.8 8.6 -2.3 988
7 52 0.5 0.4 -0.8 7.0 7.2 847
8 5.3 0.6 0.3 -1.8 8.7 0.5 910

BRIRIE © B ARERRIFET « LSEG Datastream
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4
3.5
3.4 33
3
2.3
2.1
2 -
1.4
1.1 1.1 1 I
0 " " " " I " I " " " "
1 Q2 Q3 Q4 Ql 2 Q3 4 Q1 Q2
2022 2023 2024

BRI FRIT

6 R E R AR

2022 2.7 2.9 5.1 3.6 8.4 6.1 18.9 -47,785
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