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Dependent Variable: LOIL_SA

Method: Least Squares with Breaks

Date: 01/15/21 Time: 17:15

Sample (adjusted): 1989Q2 2017Q4

Included observations: 115 after adjustments
Break type: Fixed number of user-specified breaks
Break: 2001Q1

Variable Coefficient Std. Error t-Statistic Prob.

1989Q2 - 2000Q4 — 47 obs

LOIL_SA(-1) 0.658526 0.095513 6.894626 0.0000
Cc 0.475148 0.130835 3.631663 0.0004

2001Q1-2017Q4 —- 68 obs

LOIL_SA(-1) 0.969665 0.037646 25.75771 0.0000

C 0.076993 0.096157 0.800699 0.4250
R-squared 0.950599 Mean dependentvar 2.037216
Adjusted R-squared 0.949264 $S.D. dependentvar 0.707083
S.E. of regression 0.159268 Akaike info criterion -0.802295
Sum squared resid 2.815656 Schwarz criterion -0.706819
Log likelihood 50.13194 Hannan-Quinn criter. -0.763541
F-statistic 711.9762 Durbin-Watson stat 1.801496

Prob(F-statistic) 0.000000
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Abstract

The purpose of this study is to investigate the situation of foreign exchange market
pressure and the effect of domestic and foreign variables on it and to investigate
the direct intervention of the central bank in the foreign exchange market in two
periods of shortage and abundance in oil revenue. For this purpose, using the
VECM and quarterly data of Iran-US economy from 1990.1 to 2017.4, exchange
market pressure index and central bank direct intervention index were calculated
and the manner of the direct intervention of the central bank in each season in the
foreign exchange market was determined. Then, using the VAR model, the effect
of domestic and foreign variables on the exchange market pressure index was
investigated. The results show that firstly, the predominant situation of the foreign
exchange market in the period of shortage in oil revenue is appreciation in the
exchange rate, and in the period of abundance in oil revenue is depreciation in the
exchange rate. Secondly, the Central Bank has tried to reduce the supply surplus
created in the foreign exchange market and prevent the exchange rate from
depreciating during the period of abundance in oil revenues by leaning against the
wind interventions and purchasing foreign exchange. Third, in the period of
abundance in oil revenue compared to the period of shortage in oil revenue, the
relationship among the factors affecting exchange rate fluctuations and the
exchange market pressure index has decreased. Therefore, the exchange rate is
expected to jump in the long run.

Keyword: Oil Revenues; Exchange Rate; Exchange Market Pressure, Direct
Intervention in Exchange Market.
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