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Abstract  The present study investigated the effectiveness of monetary
policyanditsconsequencesforfinanciallyincludedandexcludedhouseholds
using a calibrated new Keynesian dynamic stochastic general equilibrium
(DSGE) for Iran. The impulse response function analysis suggests that
although a significant part of the population is financially excluded (about
45%), the contractionary monetary policy shock significantly reduces
inflation and GDP. In addition, a contractionary monetary policy decreases
the consumption of financially excluded households more than that of
financially included households, because financially included households
can absorb this shock due to access to financial instruments (services)
andcan, therefore, smooththeirconsumptionmoreeffectivelythanfinancially
excluded households. The comparison of the results obtained from our
model with the full financial inclusion model suggests that expansionary
monetary policy in full financial inclusion leads to higher output growth with
lower inflation costs. Therefore, efforts to ensure full financial inclusion
are recommended so that monetary policy can fully achieve its goals.
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