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Abstract 

This study investigates the impact of price bubbles in Tehran's stock market, 

foreign exchange market, and oil market on the boom and recession cycles of Iran's 

economy. Using quarterly data from Spring 2008 to Spring 2024, price bubbles in 

these financial markets were identified via the Generalized Supremum Augmented 

Dickey-Fuller (GSADF) test, while business cycles were extracted using 

the Hodrick-Prescott (HP) filter. The influence of these bubbles on Iran's business 

cycles was then analyzed through Markov-Switching Regression. The results from 

the estimated models indicate that fluctuations in gross fixed capital formation, 

inflation rate, and financial crises exert negative effects on business cycles, 

whereas labor force fluctuations have a positive effect. A key finding is that price 

bubbles in the stock, currency, and oil markets exert an asymmetric effect: they 

have a positive impact during recessionary periods, thereby exacerbating economic 

downturns, and a negative impact during boom periods, consequently curtailing 

economic growth. 
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