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Abstract
There have been many studies on the effects of monetary policy on the

exchange rate in the lranian economy. But due to the successive structural
changes and changes in the political regime, these effects are not expected to
be linear and stable. Therefore, in this study, we want to examine the effect of
nonlinear behavior of variable money volume on exchange rate by using STR
regression models. For this purpose, we have used the annual data of the
variables of GDP, interest rate, inflation rate, money supply and exchange rate
during the period 1357-1397. Research shows that a significant nonlinear
relationship between money supply and exchange rate is confirmed. Based on
the results, the variables of money supply and inflation rate have had a
significant negative and positive effect on the real exchange rate, respectively,
during the study period. By controlling liquidity growth and transferring it to
a low growth regime, the effect of variables such as inflation and interest rates
on the exchange rate can be eliminated or reduced. According to the results of
this article, at lower threshold levels of money supply, it is possible to use
monetary policy to stimulate economic growth and real sector activities with
low inflationary effects.

Keywords: STR econometric approach, exchange rate, money supply, interest
rate, inflation.

JEL Classification: E31, E51, C24.

* Ph.D. Student of Economis, Payam Nour University of Tehran, Tehran, Iran.
Email: ali.urmia66@yahoo.com
*x Assistant Professor of Economis, Payam Nour University of Tehran, Tehran, Iran.

Email: kam_mani2004@yahoo.com


https://dx.doi.org/10.22096/esp.2021.135860.1404
mailto:ali.urmia66@yahoo.com
mailto:kam_mani2004@yahoo.com
https://creativecommons.org/licenses/by/4.0/

38 Abstract & Bibliographies in English

Bibliography

bordbar, A.; Saadat, R.; Taybi, S. K. & T. Mohammadi (1398). “An Inter-Country
Approach to Analyze Effective Factors on Exchange Rate Overshooting”, Iranian
Journal of Applied Economic Studies, Vol. 8, No. 31, pp. 95-211.

Pazham, S. M.; Tahsili, H. & M. Behname (1398). “An Investigation into the Threshold
Effect of the Exchange Rate on Inflation of Non-oil Export Goods in Iran”,
Economics and Modeling, Vol. 10, No. 2, pp. 11-33.

Taghavi, M. & A.A. Lotfi (2006). “Study of the effects of monetary policy on the
volume of deposits, lending facilities and liquidity of the country's banking system
(during the years 1374-1382)”, Economic Research, Vol. 6, No. 20, pp. 131-165.

Taghavi, M.; Bagheri Pormehr, Sh. & P. Mohajeri (2011). “Study of the existence of
structural failure in the relationship between financial sector development and
economic growth”, Payame Noor University, Quarterly Journal of Economic
Growth and Development Research, Vol. 1, No. 4, pp. 38-54.

Hosseinzadeh Yousefabad, S.M. & A. Haghighat (2013). “The effect of monetary policy on
the exchange rate in Iran using the self-correlated distributed interval model (ARDL)”,
Quarterly Journal of Economic Sciences, Vol. 7, No. 25, pp. 124-146.

Khajeh Mohammadlou, Ali & Khodavaisi, H. (2017), " The relationship between the
exchange rate, inflation and interest rates under Fisher's theories approach for Iran
", Applied Economic Studies of Iran, Vol. 6, No.24, pp. 191-221.

Rahmani, T. (2009). Macroeconomics, Edition 14, Tehran: Baradaran Publications.

Sepahvand, E.; Niroomand, R.; M. R. Zare Mehrjerdi (2014). “Determining the Factors
Affecting the Exchange Rate in Iran”, Quarterly Journal of Economic Development
Research, Vol. 13, No. 16, pp. 23-42.

Shajari, H.; Taybi, S. K. & S. A. Jalali (2006). “Passage of the exchange rate and its
relationship with monetary policy and the degree of openness of the economy in
Iran by neural fuzzy methods’, Iranian Economic Research, Vol. 8, No. 26,
pp. 153-179.

Sharif Azadeh, M. R. & A. Haghighat (2005). “Factors Affecting the Exchange Rate in
Iran”, Islamic Azad University, Future of Management Research, Vol. 17, No. 3,
pp. 31-43.

aziznejad, S. & A. Komijani (2015). “Exchange Rate Changes and Its Effect on
Fluctuations in Selected Macroeconomic Variables in Iran”, Quarterly Journal of
Economic Research (Sustainable Growth and Development), Vol. 11, No.1,
pp. 121-143.

Kazeruni, A. R.; Rezazadeh, A. & Fashari, M. (2010). “Monetary Approach to the
Nominal Exchange Rate: A Case Study of Iran”, Economic Research Journal,
Vol. 10, No. 37, pp. 101-120.

Mahdiloo, A. & Asgharpur, H. (1398). “Nonlinear Transmission Mechanism of
Monetary Policy from Exchange Rate Channel in Iran: Approach (MS-VAR)”,
Quarterly Journal of Quantitative Economics, Vol. 17, No.1, pp. 121-153.

Motahari, M.; Lotfalipour, M. R. & M. T. Ahmadi Shadmehri (2017). “The Effects of
Real Exchange Rate on Economic Growth in Iran: New Findings with Non-Linear
Approach”, Journal of Applied Economic Theories, VVol. 4, No. 4, pp. 175-198.

Hoshmand, M.; Daneshnia, M.; Shahrivar, S.; Ghezelbash, A. & Z. Eskandaripour
(2012). “The Relationship between Monetary Policy and Exchange Rate in Iran”,
Journal of Quantitative Economics, Vol. 9, No. 2, pp. 109-127.



Abstract & Bibliographies in English 39

Aziz, Nusrate (2008). “The Role of Exchange Rate in Trade Balance: Empirics from
Bangladesh”, Reseach Paper, University of Birmingham, United Kingdom, Vol. 23,
No.1, pp. 1-25.

Begg, Bob; Pickles, john; Adrian Smith (2003). “European Integration, Trade
Regimes, and the Reconfiguration of East-Central European Apparel
Production”, Environment and Planning A: Economy and Space, Vol. 35, No. 12,
pp. 2191-2207.

Branson, William; Halttunen, Hannu & Paul Masson (1997). “Exchangerates in the
shortrun: The dollar-dentschemark rate”, European Economic Review, Vol. 10, No.
3, pp. 303-324.

Cho, Dooyeon; Bo, min Kim. & Rhee Doung-eun (2014). “Inequality and Growth:
Nonlinear Evidence from Heterogeneous Panel Data”, KIEP Research Paper, Vol.
14, No. 1, pp. 1-28.

Edwards, Sebastian (1989). Real exchange rates, devaluation, and adjustment:
exchange rate policy in developing countries, Cambridge, MA: MIT press.

Kia, Amir (2011). “Determinants of the real exchange rate in a small open economy:
Evidence from Canada”, Journal of International Financial Markets, Institutions
& Money, Vol. 23, No. 1, pp. 136-178.

Khalwaty, Tajul (2000). Inflation and Solutions, 1 st Edition, Indonesia: Gramedia
Pustaka Utama.

Lucas, Robert (1976). “Econometric Policy Evaluation: A Critique”, Carnegie-
Rochester Conference Series on Public Policy, Vol. 1, No. 1, pp. 19-46.

Lojschova, Adriana (2003). “Estimating the Impact of the Balassa-Samuelson Effect in
Transition Economies”, Economics Series from Institute for Advanced Studies,
Vienna, Vol. 56, No. 140, pp. 1-34.

Mahmood H. & Alkhateeb TTY. (2018). “Asymmetrical effects of real exchange rate
on the money demand in Saudi Arabia: A non-linear ARDL approach”, PLoS ONE,
Vol. 13, No.11, pp.1-12.

Sen, Huseyin; Kaya, AySa; Kaptan, SsavaS & Metehan Comert (2019). “Interest rates,
inflation, and exchange ratesin fragile EMEs: A fresh look at the long-run
interrelationships”, The journal of international trade & economic development,
Vol. 29, No. 3, pp. 289-318.

Samargandl, Nahla; M.Kutan, Ali; Sohag, Kazi & Faisal Alqahtani (2020). “Equity
market and money supply spillovers and economic growth in BRICS economies: A
global vector autoregressive approach”, The North American Journal of Economics
and Finance, Vol. 51, No. 10, pp. 1-43.

Stephen, Murchison (2009). “Exchange Rate Pass-through and Monetary Policy: How
Strong is The Link?”, Bank of Canada Working Paper, VVol. 32, No. 29, pp. 1-34.

Shodipe, tomiwa (2018). “THE IMPACT OF REAL INTEREST RATE ON REAL
EXCHANGE RATE: EMPIRICAL EVIDENCE FROMJAPAN”, Awards for
Excellence in Student Research and Creative Activity — Documents, Vol. 5, No.
2, pp. 1-32.

Solnik, Bruno (2000). International Investment, New York: Addison Wesley Longman,
Inc, pp. 1-751.

Tayyab Raza, Fraz & Fatima Samreen (2016), “EXPLORING THE IMPACT OF
MACRO ECONOMIC VARIABLES ON EXCHANGE RATE: A Case of some
Developed and Developing Countries”, Pakistan Journal of Applied Economics,
Vol. 9, No. 1, pp. 299-315.



40 Abstract & Bibliographies in English

Tang, Bo. (2015). “Real exchange rate and economic growth in China: A cointegrated
VAR approach”, China economic review, Vol. 34, No. 2, pp. 293-310.

Wilsoon, Ian (2009). “The monetary approach to exchange rates a brief review
andempirical investigation of debt, deficit, and debt management: evidence from
the United States”, The Journal of Business Inquiry, VVol. 8, No. 1, pp. 83-99.

Zhang, Sh. & Th. Lawinger (2005). “Cointegration in a monetary model of exchange
rate termination”, ASBBS E-Journal, Vol. 1, No.1, pp. 84-96.



