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Investigating exchange rate fluctuations on the growth of Iran's economic
sectors during boom and recession
Using the Markov-switching regime change model

Abstract:

Exchange rate fluctuations can have a positive or negative effect on the economy of a
country. In this research, the economic uncertainty and currency fluctuations on the growth
of different sectors during Iran's recession and prosperity have been investigated. Two parts
and two models have been used to investigate and analyze the issue. In the first part, the
Markov-switching regime change model has been used to investigate the effect of exchange
rate fluctuations on the growth of Iran's economic sectors during recession and prosperity.
In the first model, exchange rate fluctuations and inflation have been calculated using the
GARCH ARCH method. Positive and negative oil price shocks have been obtained using
the (EGARCH) model. In the second part, the mixed data model with different frequencies
(MIDAS) has been used to investigate the effect of exchange rate fluctuations on the growth
of Iran's economic sectors. The statistical population of the current research is Iran and the
analysis of the research data has been examined during the years 1370 and 1401. This
research is descriptive-correlational in terms of method and an applied research in terms of
purpose. Exchange rate fluctuations lead to an increase in the amount of foreign debt, and
the increase in debt will lead to a lack of liquidity in general, which in general, the lack of
liquidity of economic enterprises has a negative effect on the growth of the added value of
the industry and mining sector, the agricultural sector and They have a service department.
In general, it can be concluded that with the increase of some factors such as; The political
conditions and factors of the country, the economic situation of the world and Iran, the
country's annual budget, macroeconomic, financial and currency policies, inflation rate,
large and long-term investments, currency fluctuations and many other factors have led to
fluctuations in this market and this factor It is the reason for the decrease in efficiency and
the growth of added value in the industry and mining sector, agriculture sector and service
sector.

Keywords: Exchange rate, economic growth, prosperity and recession, Markov
model.
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