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Abstract

This article presents a case study to assess the impact of monetary market
shocks on the consumption behavior of urban households across different
age groups (elderly, middle-aged, and young cohorts). Utilizing a method
developed by Deaton and Paxson (1997) and analyzing cross-sectional
household budget data, a pseudo-panel dataset is constructed to examine the
intergenerational consumption patterns of individuals born between 1957
and 1992. The findings highlight that the highest magnitude of monetary
market shock occurred from 2011 to 2012. It is observed that young
households exhibit lower consumption levels compared to other cohorts and
experience greater vulnerability to both small and significant adverse shocks
in the monetary market. Furthermore, a significant negative shock impacts
all age groups, resulting in a convergence of consumption expenditures
across cohorts; however, the young cohort experiences the most significant
reduction in consumption due to its heightened vulnerability relative to other
age groups.
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Introduction

Recent decades have seen significant economic developments in Iranian
society, with various economic shocks impacting markets, including the
monetary market (Fotros & Maboudi, 2008). One of the most crucial
economic shocks is the financial market shock, which can extensively affect
both micro and macroeconomic variables within the society (Lastraps,
2002). As integral components of society, households are profoundly
influenced by the consequences of monetary market shocks, resulting in
fluctuations in income levels and consumption expenses, thereby affecting
their economic well-being (Khosravinejad and Fathi, 2011). Consequently,
the financial ramifications of monetary market shocks on household
consumption expenditures are multifaceted and warrant special
investigation. Given the simultaneous occurrences of monetary market
shocks and changes in household consumption expenditures in Iran's
economy in recent years, it is essential to explore how such shocks have
impacted the consumption expenses of households across different
generations.

Method This study employs a case study approach to examine the effects of
monetary market shocks on the consumption behavior of urban households
in different age cohorts - elderly, middle-aged, and young. To investigate the
intergenerational patterns of urban households' consumption expenditures, a
pseudo-panel data analysis is conducted utilizing the method developed by
Deaton and Paxson (1997) and cross-sectional data from household budgets.
Specifically, the study focuses on individuals born between 1957 and 1992.
Due to the lack of panel data for households over time in most countries, a
pseudo-panel approach is utilized to track the performance of cohort
generations over time. This approach enables the examination of household
behavior across different generations over time. Data analysis is conducted
using STATA software, Markov switching, and the Bootstrap method.

Results and Discussion

An overview of the country's economic developments reveals that
fluctuations in the growth rate of money have not been uniform in recent
years. Specifically, the analysis indicates that the most significant monetary
market shock from 2011 to 2021 occurred in 2011-2012. This shock had
varying effects on consumption expenditures across different generations of
households, with the younger cohort experiencing lower consumption levels
compared to other age groups. Furthermore, small and large negative shocks
in the monetary market have rendered the young cohort more susceptible to
economic vulnerability than their older counterparts.
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Additionally, the impact of a significant negative shock extended across all
generations, resulting in a convergence of consumption expenses among
households of different age groups. Nevertheless, due to their heightened
vulnerability, the young cohort experienced the most substantial reduction in
consumption expenditure. This demonstrates that significant shocks
necessitate young households to allocate more time towards rebuilding their
economic well-being, while smaller shocks have a lesser impact on their
financial situation.
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