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Non-linear Liquidity Effects on the Agriculture Sector
Value Added; A Threshold Approach-based

Mohammad Djavad Mehdizede, Hamid Mohammadi,
Mashallah Salarpour, Alireza Keykha
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In this article, the nonlinear relationship between liquidity and value
added of agriculture sector is investigated based on STAR method
during 1960-2011. The results of nonlinear STAR method suggest that
the estimated value of threshold parameter and transfer rate parameter
are -0.0309 and 11.7424 respectively. The high vaue of
parameter shows the high transfer rate from regime one to two. As can
be seen, the effectiveness of variables in regime one is different from
regime two. In regime one and two, the coefficient of the value of
agricultural exports' variable, are 0.1447 and 0.2093, respectively. In
other words, the increase in the value of agricultural exports in both
regimes causes the increase in value added of the agriculture sector.
The general coefficient (the coefficient of the variable plus the
coefficient of the firstlagof that variable) of real exchange rate
variable in regime one and two is 0.3025 and 0.1575, respectively.
Based on these results, the real exchange rate in both regimes has a
positive effect on value added of the agriculture sector. The genera
coefficient of liquidity variable in regimes one and two is 0.2142 and
0.6424, respectively. The general coefficient of the variable of the price
index of agricultural products is not of the same sign in two regimes
unlike the other three variables, and is -0.2587 and 0.30722, in regimes
one and two respectively.

JEL Classification: N5, E19, C13.

Keywords: Value Added, Liquidity, Nonlinear Relationship, STAR
Model
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