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Abstract

The causal link between energy consumption andubutp one of the
most debated subjects in economics. A large litegabas studied this link;
however, the results are mixed. The sample periagsa crucial role and
the results of causality tests appear to be seasit that. To get more
consistent results we use a new method which allfawvschange in the
casual links over the sample period. This methdoased on a VAR model
with time varying parameters, and these variatiame governed by a
Markov chain.

In this paper, we use a Markov-Switching VAR modéh two different
relationships among the variables to examine teaatdink between output
and energy consumption in Iran, using annual data 1346 to 1386. The
results show that I3DP is a Granger cause of energy consumption ih bot
cases, 2) this casual link is stronger in théc@se, 3) the causality is not
constant over the sample period and it changes3B8,land 4) energy
consumption is a Granger cause of output onlyerfitist case.

JEL Clasdsification: C32, O13.

Keywords: Granger Causality, Markov Switching, Energy Congtion,
Output.
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