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Abstract:

This paper aims to study the non-linear and threshold
effects of the macroeconomics variables on inflation in
Iran's economy using the sequential seasona periodic data
from 1991 to 2018 based on the Soft Trandtion
Regression (STR).

In the developed model, the cash growth was selected as
threshold variable with the approximate sum of 4.22
percent (17 percent a year) as the threshold limit. The
results show that the linear approximation cannot
satisfactorily explain the non-linear effects of the ail
incomes and other variables in different regimes. In other
words, the sequentiad non-linear pattern, having
considered the regime changes and the changing indices
during time, is better able to explain the inflation behavior
in Iran’s economy in comparison with the linear pattern
and can demondtrate the dynamics effects of the macro
nomina and literal variables on inflation in Iran's
economy more comprehensively.

The results show that, depending on the regime
conditions, other macro variables such as current
expenditures, construction expenditures and economic
growth exacerbate inflation. Moreover, in high regime,
the price level deviation from the long-term balanced
relation, is a very dgnificant factor in inflation
acceleration, to such extent that inflation exorbitantly
reacts to this gap. Gross domestic product and its
hindrance have anti-inflammatory effectsin most regimes.
In different regimes the oil incomes have not had
meaningful or significant effects on inflation, as it seems
that the effect of this variable on inflation is controlled to
avery great extent by other variables.

According to the findings, it seems that cash growth is the
most important factor of regime change in the relationship
between inflation and other macro variables in the
economy of Iran. The legidation authority, by controlling
the cash growth and transferring it to the low growth
regime, is able to abort or reduce the effect of many other
variables such as current or construction expenditures.

Keywords: Inflation, Economic Growth, Government
Spending, STR Model.
JEL: C11, H51, E33.

*Corresponding Author: Babak Esmaeili

10.30473/EGDR.2021.53605.5864

Accepted: 26/Ssp/2020)
i3 dlie

RV

S (i it il 5 s 8 oy il ] Coim
b e sy celmenls ) oslil by ol ol slatdl 5 ps5 s (s0lasdl
5 ol (STR) pMe JLiil (ygua)S) 1 (iine VWAV BTV 06
FIVY oy e b aibi] ko olgie 4 (Kiodds Ldy o 39l Jto
b el bl o lgie d (AY Lo 2o p3 V) ao )y

bt e Ol Uilgy ed ad o )i 0l o] Casdds i Gelol »
loply 3 (iSuiols) Gygo 4 |y yite 503 5 5 (slassl
Llad b (s e Sloj s 65501 1503 ©)le 4 amd gy ilie
= e Uy lej Job )3 yie culyd g wj) Sl (35
slaebs 5 o) (s sl 4 o il slatdl )3 g5 )8, (e
525 4 |y gl a3 o5 g2 IS (s 5 oael (sl 55T
IS (o pga 4 55 e

O Sl yiie plo (corf) Cumdy & dany ool Cuwdey b olul
Lt |y pyg5 cealuaiil )y g (Sles )l 5 )l )b il
DL sl 5l Lncuosd grans Gyl Wl a3 53 o9dle 4 028 o
o pry & ygba 03y (0)98 Qb 53 (el b jl Jolo ctonil
caiBy 5 15 LAl Al amd e s LSy s 1 Lt OIS oyl
lopsy ) 5 sleasl)y )b oygas @il g, pS1 50 o
5 & 48y & ol 3N 255 2 rml b byl stne b ilie
S obj o b o psiie ol JUIS 5l )5 2 jsite ol 31 &8y
ol 05

Jole oSt (S A8y & o S & ol b plul
ol=lobasl )3 S sla o 5 p)95 (loe sl )3 0255 yS
i ol Jis) g Sk iy 58 b sl 30 Sl ] laney
9 )l @lBe ader 550 lajiie 1 b F1(oml 455 25)
23 il L 03)8 aude )95 p 1) (Slyes

STR e g gy (oobaidl wiy o y95 1Sl (S0 519
.E33 (H51 «C11 :JEL (sisdinl

E-mail: bab.esmagili.eco@iauctb.ac.ir



(STR) Mo JUl (igrs S 2,50, 5l o3lisiol b py55 ¢ 52 g ylbe g s0LaiBl 48 156 (o) 2 3 o oo

e pladn )l (S L (oopy balpd Bllail )y
Lad alllao cpl 5l 3y oGl 0390 dipo cpl 40 (6,58 Cilisro
Ol 53 9 SlaL3ly )98 mie (139 I sz CaE > s

Alastly g g5 g (S woe salail) 2 S 0T 4 b
) 53l &5 el vl 53 5 sz Jalge b 5 %00 (5
A58, oo slraslls 4 dngi b .lod S Ly pyes pd
il Ylaisl g (Kuai ool wd, s gyl
Loyt ool 58, Attt )55 2 1S 180 (gl poite ) (gt
039 18,85 p)5 59y 2 s9tS Saidl 3 Gsliste g0,
$9) 32 iito Sglite (6 )38l 5 Sl ailin] de .l
oo (Lo sl ol it (lacunsdg )3 p)95
iie (A >da sl am oS dad e ol glailiv] g Jas e
s il l5e 55T cpl b g 22 salgS lip 5
2 e 48 sl (63955 e 0§ sl 55T
b yoiie i e LI ©ypo Jo g o2 srcaslow
e ple 4 dojite wlilis S)le 408 o )
Bl oo 538 sl 3 (M Sl ilanl b alize 1S

S iyl Ty e i

5

VWA
MWAN
WAY
WAY
VWAY
WAL
WAY

=5

v
<
<
3~
o

==l )b A3

VWV

docdo -

035yl amd dw b oyl oolaidl gla ase | pye8
@il Gl 3 YU pya5 3959 5l oads pMel 56,1 ]
UT s & 0)l0m o) Catle a2 S o oS>
elainl T a0l 03g) dag5 3590 )35 o (o3l
a>g5 350 YIS Cuasd ]38l o)lg0m 050> drels 0y
ag pladl YK ja cuodd il L g conl (golaidl Yle
OiblS Al oy Conite by jelate 4 o Wy
O Jlmd g Chumd Cely pygl aS 5 o 5] polie
slaciad [1s Jaigy 5 drels (gl )d ol slacSad
QIS Gl ey ol 4 0gd 0 dxels L;.Lai)) <YL
pr55 ladsaly S ) 5 csal )y Cilies (sladib o
P19 35 (2l Ol gdie) )3 Al e dnelr 2 ;> YL
ol 90980 (31 Mg SYE 1S 5S carge YL
DS 2B

“og) 28y 92 9 orje o9 o b oS Cusla Lo Lo S
Axgle yiidy ddioj (2l 3 04 b plosl slaadllas Cuw,

o . - 3 Qo \>

< a’ a’ a’ a’ a’ a’ o

L og £ L L £ £ B

== == ===
dladl i

3.5 (glb psie Mgy .Y 419900
3o Sluwlxe 1 o

» JS slols 9 dusye .\_§|93Lr4 ¢J9> e ol L;Ltz:pfz:l
s Jil 5 Lacedd adow B o)y 455 1y3les 50 1) slassl

o] e ol i s S el Jlo (gl Jlos!



£330 ol -
9 OAS sLall eosu 13 pye 55 3Lj Cuenl 4 295 L
sazl = b lapiagg ooladl b liS culiw
5 JB p puxio pl 350 50 (rwwsladdl calisee sla Jio
egdladl sbyypsio (S p (Shy ol 485 )90 gy
0=l )y (B 53 g Sl (SLinebl pygs &5 ader
Jlte Gl 25800 oolatdl (sl S0 & ot Slabll
558 b (s ool pials o) ke slaalSs
d9 g oplplo )b cute (AT 4 i ba Sluabll
oL,y o pite 5 4558 ) 45 3945 el b liseloll oyl
Conlo (8,55 o) 5> imd (LS 395 | oplitals g (ol
P 25bioe ot sl jop el Gloj pw (Jad s
T wdd o Hlis a5 Wy dgng saled ol dlasdl o) g0
(S pmba) )3 (Had el g ()Ll (518, Gl 53 pyes
AYAY (LS 5 arghs YA eplyas g 313545 YA
o=l 45 (Y0 ) an g |l 5 VYA (ghsge g yo0 piec]
Shocwloais azs,s b o B sladallas xST 50 sl
» @Yh QLS jleas 4 s a4 (dad ladae )00
s J0,95 5 155 €5 2 Pl (Slayiito 3T )
Slagm ad iyt s as b pyg ¢ il e a0
Sl 53 (mitem 4o (8L Cowd jslaie 4 Slej
oy oo 5 4 (65955

S Wilodw) xS (pl & adllae Sk o JS ok &
@239 (6 S (g3 )b ) €55 1)y g8 Jo ke
2 s o5 bl ol Jle I ooy @)Ll g 5ot
I Br 28 sbagbyy s mls il lawads (V) Jgi
2 po9 He o)l oud bl (025 sradllas (e
Gl 04 0391 oyl ] Slaidl

L w0jo> nl 2 485 ©j90 slaadllae (gan Jus 11
dbatsl (S (glapite 156 gy 40 (b (62,509,
Cowd gl a8 05k AT adlles oyl aSjly o pyg p
Iy oolasdl clacidis Slg o das 3,5, 501 I ol
L e slacbis Jlocl lSal el cpl 3 5 455 ol
st g slaslin] 5b ooy 100 dgmg (colaidl A3,
ey 5o 5a & (5y900 5 pIY Lo puite

o) e b oo Jlo (a5 53,55 25 i
255 (5555 5 339) Sl by Ly it o201 L
cdgy Gun o5 . (eolaidl (M slb pxio g Fglaie
355y Canig 5 dasly slatdl ¢ 15l Jlizdl 5 15 il
Oygo dn (bluwl Jbo laculuw doal wsl sl I8
S35 93 2 dhowg 4 L Ol (ol L g)lxe (38l
S A ool sl (uSe (o058 Ll )3 Lol el
9y o (IWAB e3> pyoxe g Ciyin) 298 oo 48)S
adox 5l tle Yo 4 S e o ooladl il Sl
azlse o o3batdl a3 b )5S el (5 Sl o0
035 Caio yoiS (golaiBl Wby Loygd pl 13 5 Cuwl 034
5 ey ilyas g ybke &5 il o ol S5 B 4l
Sloj Syob 4 1)1 (Vb b (5 > o Ll 3,
9039 YU 50 cgd Jlyes 7l 034 YU (goliassl wisy oS
2 Hhes @)l 4l JialS (oladl A3, o Sle
2 Ced gyl z )l K00 (g9 .l Al ialS
wly slaidl 4, b Slyee gl &) G (558 (S >
OB ($ymas g A8 34 Sloj 0)9> Jobo >
oab luwg Lo yieS g Canl 039 S L Loy (coguad
Slyes 7 B &5 20 0 odaliie 550 Hhge Lwlwl 4 ]
9 0392 (5 (sloel,d & Al yud (oLl L3y 9 g
93 oyl sl wlio Cunsy (385 clatel )y a8 Sla Jlo 5
TS et ol bl (glooygo 53 5 adls A5 i pito
500 g 3l g ol aBl galS 35 olail WSy Slyes
53 el 039 danly Sl sladal > 4y o)l> 7 )b
WYY Sl oy9d slmodly jl ealawl Uy adlie ol
S ogmsS) s dbe xS Ly (Labd Slold e
o 295y bl (M (slapuize 3 ¢ Do JUa
ol 04

25 sl 000 St iy gy ) ol dlis sl
A oyl )0 4B Ciygo by Olalllas gy 4y Aol
Geiod gyl ludl i Cpl pow iy ) Dgd o aidlyy
G (228 Jdo 4 olaid] gl (s b dals o)
5 sS4 llio Ll i > Sl >l et
ol odds aiz by cwlow slaolgiuiny (g8l

1. Smooth Transition Regression
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