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The Relationship Between Monetary Policy
and Exchange Rate in IRAN

Mahmood Hoshmand(Ph.D.), Mohammad Daneshnia(M.Sc.),
Saleh Shahrivar(M.Sc.) and Azam Ghezelbash(Student of M.Sc.)’

Abstract:

In any period of time and economic conditions are used of
monetary and fiscal policies. Hence the influence of monetary
policy depending on the adopted monetary instruments, is
different. But the important issue is the impact of monetary policy
on other parts of the economy, One of the focus impact on the
economic of monetary policy are exchange rates. The issue in this
article to examine the relevance and effectiveness of monetary
policy on exchange rates to be paid. This paper by annual time
series statistics and with Auto Regressive Distributed Lag Method
(ARDL) is done during 1338 to 1386 years.

The results of this study indicates that effects of variable
monetary policy on exchange rates is positive and significant in
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the long term. National income have a significant negative impact
on exchange rates. While the impact variables fluctuations
unstable exchange rates and consumer price index on the exchange
rate not be of significant. In short with a lag monetary policy on
exchange rates is effect of positive and significant. Also, the
exchange rate unstable volatility is impact positive and significant
on exchange rates. National income and consumer price index are
impact significant negative on exchange rates.

JEL classification: F31, G14.

Keywords: Monetary Policy, Exchange Rate, Auto Regressive
Distributed Lag Method (ARDL), IRAN.
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