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Choosing Appropriate Monetary
Policy for Social Welfare Stablization

Sohayla Parvin (Ph.D.) and Azam Ahmadyan (M.Sc.)*

Abstract:

The main purpose of this paper is to examin an appropriate
monetary policy in Iran. In this paper, we test the hypothesis that
managed liquidity policies is the most appropriate policies for Iran
using the Erceg, Christopher J., Dale W. Henderson, and Andrew
T. Levin. (2000) model, and 2SLS method for period 1974-2005.
The estimated macro-econometrics model has been used to
simulate the reaction of four monetary policy to fluctuations of
change in inventories shocks. The results reveal that the managed
liquidity is expected to yield more stable prices, wage and welfare.
In contrast, a managed interest rate policy, in which the interest
rate is decreased, will result in the worst kind of volatility in
prices, wage and welfare.
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