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Abstract

The purpose of current paper is to survey the asymmetric effects of
inflation's positive and negative shocks on inflation uncertainty in short-
run and long-run. For this end, first, the Ball model (1992) has been
extended through the decomposition of inflation shocks to money
demand's positive and negative shocks and money supply's positive and
negative shocks. Then, through using nonlinear autoregressive distribution
lag model and time series data of Iranian economy from 1978 to 2017 the
positive and negative effects of inflation on inflation uncertainty, which is
from the exponential generalized autoregressive  conditional
heteroskedasticity model, has been analyzed. The results of the study show
that the effects of the inflation's positive shocks on inflation uncertainty in
short-run and long-run are positive and significant. In contrast, the
negative shocks have not any effects on inflation uncertainty in short-run
and long-run. In other words, the rise in inflation causes an increase in
inflation uncertainty in Iran; whereas, decrease in inflation has not had
effects on inflation uncertainty.

Keywords: Inflation, Inflation Uncertainty, Ball Model, Nonlinear
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Autoregressive Conditional Heteroskedasticity.
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