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Abstract: 

In this paper, for analysis of exchange rate pass-through 

(ERPT) to import prices, a structural dynamic stochastic 

general equilibrium model is used and exchange rate is 

considered as an endogenous variable not exogenous. 

Therefor we can calculate exchange rate pass-through 

conditional on each shock. The advantage of this 

approach is that it shows to policy makers that ERPT 

conditional on each shock is different and policy maker 

should take the cause of the change, into account. Hence 

a dynamic stochastic general equilibrium model for Iran 

is presented and calibrated. Then by impulse response 

functions, ERPT conditional on different shocks 

(technology, oil revenues, foreign output, money 

demand, foreign interest rates and monetary policy 

shocks) has derived. Also, a test for the effects of the 

changes in variance of each shock on the degree of 

conditional ERPT has been performed. The standard 

deviations of the shocks affect the scale of the impulse-

response functions, but not their shape. This means that 

the relative magnitude of these responses and 

conditional measures of pass-through will not be altered 

by changes in the variance of the shocks.  

 

Keywords: Exchange Rate Pass-through to Import 

Prices, Small Open Economy, Dynamic Stochastic 

General Equilibrium Model, Standard Deviation of 

Shocks. 
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)��$-�  !�+AB;�+; -�* H�%a )� �; )U�; 3�"9� )8�T� O�:  

ψk

2
 (

it

kt
 – δ)

2
kt 

�> �; )S�	 .'�+ '/�$  
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*
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2
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d   �I�5��;
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1. Risk Premium 
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*
t Et ( 

���
��� 	����� 		)    
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���	����						��� ���!�"# $��%���!&�	

'
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 �> �; )Stλ '�+ )U;%� "&( )� R%�-$ v.+-Bf V�-=        
wt = Wt/Pt  � 9(+� ;T���;qt= Qt/Pt  9(+� ���U+ ,-.

 � '�+ πt= Pt/Pt-1  E&� W�%�t-1  �t .'�+  
  
3-2- #�2	' �� 
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)14(  

yt=	[	,
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 �> �; )555555S yt
d 
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yt
m
=	(6 .�3(7)<�<�

9 :;) <
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 �4:+; )7�+� !��f�S E&� 8&�.�Uϑ    E&5� 8&5�.�U \�S

�U��: )7�+� !��f�S> 0	 ϕ  � 4:+; !f�S �*� V&S-�
υ    .'5�+ U��5: � 4:+; )7�+� !f�S E&� 8&�.�U \�S
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d
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m
= (6 	A�3�

9 (7)1-
 
ϑ 
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ϑ         � 54:+; )75�+� !f�5S !+-5� �5=�G� ���51.> 	&58S ��-9�
 )J;�9$ 3
� )� V&�-� )� �+;�+�15 :;%� "8�+%:  

)15( 

yt
d
(i)= (B�C(;)B�C )�D.�/  

yt
m
(i)= (B�E(;)B�E )�F.�3 

 ��18�J%�&�"88S"  )4s�$ �� ��D. !f�S*�� -�S+"_  3
5� )� !
 )7�+�16 :'�+ )U+%$  

)16(  
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d
yt

d
 - Pt

m
yt

m
  

)Syt  )� ��&)4  )J;�9$14 .'�+ �"� �;+;  
 *+ O� -� !"&J%� �%C#$ !+-� �=�G� <��� �;%� !*�� -�S+"_

��18� ��$ )Q&�. +� )7�+� !  -M5a ;%� R-� � "�;1  '5�&(  �
���D. !f�S pt$ Lh�$ +� � ."8S 

 E�+-��8�*�� -�S+"_ )J;�9$ ;%� !17  �18 $ )Q&�. +� :"�;  
)17(  

yt
d
 = ϕ (

B�CB� )-υ
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)18(  

yt
m
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   ��5D. !f�5S '�&( )
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)19(  
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d
)
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m
)
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��18� ��! J%�&�"88S" f�S!  54:+; )7�+�    k�5S "5&J%� <��5� �
 <��� ~�%� )S ".�+; .��
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1. Zero-Profit Condition 

)20(  
zt(i) = yt

d
(i) + yt

x
(i) = Atkt(i)

α
ht(i)

1-α
  

 �> �; )Sα    � ;�+; �+-5( O5� � -M5a E&� kt(i) �ht(i)   �;+;
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log(At) = (1-ρA) log(A) + ρAlog(At-1)+εAt 

 �> �; )SAρ � E&�1-  �1   � ;�+; �+-5(εAt     ��5$-. H�%5a )5�
     b+-5#.+ � -M5a E&1.�5&$ �5� J��-� ).�
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/Pt-1
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(i)yt

x
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d
(i)yt
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x
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2. Rotemberg 

3. Calvo (1983) 
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