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Analysis of Exchange Rate Pass - Through In Iran

Hoshang Shajari , Ph.D'
Seyed Komail Tayyebi , Ph.D'
Seyed Abdol Majid Jalaie®

Abstract

In economic literature and present conditions of economics determining the position
of Pass - Through Exchange Rate is of vital importance .Generally Pass - Through
Exchange Rate could well explain the dynamics of the short run trade balance
following an increase in the exchange rate .Imperfect Pass - Through Exchange
Rate could avail a possibility for trade proceeding to remain relativly inelastic with
respect to changes in the exchange rate , regardless of high elasticity of
demand.This paper , after analyzing the theoretical bases with the help of a VAR
model , will present an answer to the question of the position of Pass - Through
Exchange Rate in Iran in the short run and in the long run. On this basis , with
specifying a VECM model , the interaction of the patterns variables for Irans
economy will be estimated , so that the effects of economic motions would be seen
through response functions.In general, the results show that basically Pass -
Through Exchange Rate in Iran is imperfect in the short run and gradually , with
prolonging of the period it intensifies . Nontherless in the long run Pass - Through
Exchange Rate remains imperfect.

Keywords: Pass-Through Exchange Rate, VAR, Real Exchange Rate, VECM.
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