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Analysis of Oil Price Shocks Effects on Economic Activity and Monetary
Policy in IRAN (1990-2013): The SVAR Approch

Rajabi, M.’
Karimi, M."

Abstract

With respect to the role of the uncertaity of oil price in the Iran's economy,
this study analyzing the response of economic activity and monetary policy
to oil shocks on the Iran's economy by using structural vector autoregressive
model(SVAR) and impulse response functions techniques in Iran for 1990-
2014 periods. The results indicate that a shock in oil price uncertainty and
increase fluctuations in oil prices caused adverse reactions in economic and
industrial growth. Also results indicate that an oil price uncertainty and
increase fluctuation in oil prices cause the direct reaction from inflation and
liquidity as indicators of monetary policy.

In other words, the long-term effects there are an inverse relationship
between oil price uncertainty and increase fluctuations with economic
growth and industrial growth, as an indicator of economic activity. Also,
there is a direct relationship between uncertainty and fluctuation of oil price
(in total long-term effects), price index and monetary aggregates.

Key words: Oil Price Shocks, Monetary Policy, Economic Activities,
Structural Vector Autoregressive model.
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