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ENO=f (P[GDP, M2] , Rail [NX])

oA NX L g) cds g5, glvael,o Roil « wliT 1L ol 551 75 ENO o] jo a5 (5,9b
Pl )k cupae 5 2o 50 (655 50 SSb guiailys a3l (lsie @ ()b 515 L g <ol
Gyl ol ced 4 b @l oy GDP g Suuis e M2 B ced oo li
el ol 1 5 Jsl 6oy Gl FR Ll 65, skl o daly 5 g8 s
ax 5145 om0 Hlis Sowards oy ol ab s 5 L o coll cwed @ il (55, slaowl o
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LENO = + 0.9659*LENO_1 + 0.2797*LENO_4 - 0.2645*LENO_6 - 0.3009
(SE) (0.0695)  (0.109)  (0.0821)  (0.181)
- 0.05034*LROILS + 0.09847*LROILS_4 - 0.2536*LROILS_5
(0.0295)  (0.0584) (0.0908)
+0.2645*LROILS_6 - 0.07603*dum8589 - 0.03831*Seasonal_1
(0.0809)  (0.0287)  (0.0167)
ECM = LENO + 15.9527 - 3.1291*LROILS + 4.03149*dum8589 + 2.03163*Seasonal_1;
WALD test: Chir2(3) = 2.14917 [0.5420]
AR 1-5test: F(5,67) = 0.47868 [0.7909]
ARCH 1-4 test: F(4,64) = 1.9185[0.1181]
Normality test: Chi”*2(2) = 31.055 [0.0000]**
hetero test:  F(16,55) = 2.2986 [0.0116]*

hetero-X test: F(52,19) = 1.9711 [0.0528]
RESET test:  F(1,71) = 0.43910 [0.5097]
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LENO = +0.9599*LENO_1 + 0.4115 + 0.01794*LNX_6 - 0.0235*LNX_8 - 0.3012*LM2_1 + 0.9319*LM2_5

(SE)  (0.0268) (0.131) (0.00844) (0.00795) (0.151) (0.275)

-0.627*LM2_6
(0.213)

ECM = LENO - 10.2737 + 0.138707*LNX - 0.0927591*LM2

WALD test:  Chi*2(2) = 0.390984 [0.8224]

AR 1-5 test: F(5,64) = 0.84569 [0.5225]

ARCH 1-4 test: F(4,61) = 0.87999 [0.4813]

Normality test: Chi*2(2)= 37.107 [0.0000]**

hetero test: F(12,56) = 0.97560 [0.4827]

hetero-X test:  F(27,41) = 1.3163 [0.2094]
RESET test: F(1,68) = 6.9257 [0.0105]*
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Abstract

According to the experience of the economy of Iran, the exchange rate is assumed an
exogenous variable and controlled by a fixed but adjustable rate regime. While this
regime would help stabilize inflation in the interim periods of exchange rate fixity, the
discrete exchange rate adjustments would be disruptive for inflation performance and
balance sheets in the case of depreciations and for non-oil exporters in the case of
appreciations. Moreover, if inflation remains high, inducing strong real exchange rate
(RER) appreciations, the occasional adjustments and their detrimenta effects might be
larger. In the last decade (1380-1390) such policy in an inflationary environment caused
a considerable fall in the real exchange rate (RER) which reduced productivity and
competitiveness of the economy. In this paper the free market exchange rate
determinants are studies based on the Iranian macroeconomics trends and regards to
exchange rate regime considerations in an oil economy, fiscal and monetary rules are
recommended for the RER stability.
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