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Exchange Rates and
Inflation in Iran (A Case Study)

Seyyed Komail Tayyebi (Ph.D.) and Lila Torki (M.Sc.) *

Abstract;

Devaluation is one of the important policy for improving the
balance of trade. This policy, in spite of many possitive effects,
may cause higher inflation. On the other hand, high inflation has
undesirable effects on economic development and growth.
Investigation of relationship between exchange rate and inflation
in every country is necessary. In this paper the relationship
between inflation and exchange rate is investigated for Iran during
1338-80. Granger causality and VAR approach are used to
estimate the Impulse reponse function and Variance
decomposition. Results of this research show that there is not only
some relationship between exchange rate and inflation in Iran but
also during periods of time, power of relationship is greater.
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