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Quadratic |Linear Linear None None Data Trend:
Intercept Intercept Intercept No Intercept Rank or
Intercept
Trend Trend No Trend No Trend No Trend No. of Ces
Log Likelihood by Model and Rank
125.15200 119.00200 119.00200 116.64100 116.64100 0.0000000
129.38830 126.62000 125.85760 124.21080 123.80710 1.0000000
132.73410 130.57060 128.90220 127.31990 125.72580 2.0000000
133.38020 133.38020 128.92990 128.92990 126.34490 3.0000000
Akaike Information Criteria by Model and Rank
-6.4795280  |-6.2942340 -6.2942340 -6.3318260 -6.3318260 0.0000000
-6.3757850  |-6.3305880 -6.3445670 -6.3653430 -6.4004170 1.0000000
-6.2196510 |-6.1512100 -6.1707180 -6.1364650 -6.1603390 2.0000000
-5.9047190  |-5.9047190 -5.8194050 -5.8194050 -5.8438150 3.0000000
Schwarz Criteria by Model and Rank
-5.8061340  |-5.7555190 -5.7555190 -5.9277900 -5.9277900 0.0000000
-5.4330330 |-5.4776220 -5.5364940 -5.6470550 -5.7270230 1.0000000
-5.0075410  |-4.9839930 -5.0932870 -5.1039270 -5.2175870 2.0000000
-4.4232520  |-4.4232520 -4.4726160 -4.4726160 -4.6317050 3.0000000
Rank =0 Rank =0 Rank =0 Rank =0 Rank =0 L.R. Test:
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Quadratic Linear Linear None None Data Trend:
Intercept Intercept Intercept Intercept No Intercept Rank or
Trend Trend No Trend No Trend No Trend No. of Ces
Log Likelihood by Model and Rank
288.08230 282.00010 282.00010 278.78420 278.78420 0.0000000
302.86190 297.02740 296.88880 294.10290 287.27470 1.0000000
312.60990 307.77770 303.77010 301.33450 294.48870 2.0000000
318.63000 314.34970 310.32650 308.18050 297.00060 3.0000000
319.16250 319.16250 310.45580 310.45580 297.52030 4.0000000
Akaike Information Criteria by Model and Rank
-14.274720  -14.162170 -14.162170 -14.204550 -14.204550 0.0000000
-14.641180  -14.487970 -14.534530 *-14.546100 -14.231070 1.0000000
-14.735670  -14.582580 -14.474060 -14.450510 -14.188580 2.0000000
-14.628650  -14.451330 -14.396030 -14.334080 -13.891920 3.0000000
-14.225000  -14.225000 -13.970590 -13.970590 -13.487590 4.0000000
Schwarz Criteria by Model and Rank
-13.229800  -13.291400 -13.291400 -13.507940 -13.507940 0.0000000
-13.247960  -13.225360 -13.315460 -13.457640 -13.186150 1.0000000
-12.994140  -12.928120 -12.906680 -12.970210 -12.795350 2.0000000
-12.538810  -12.405030 -12.480340 -12.461930 -12.150390 3.0000000
-11.786850  -11.786850 -11.706590 -11.706590 -11.397750 4.0000000
Rank =1 Rank =2 Rank =1 Rank =1 Rank =0 L.R. Test:
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Quadratic Linear Linear None None Data Trend:
Intercept Intercept Intercept Intercept No Intercept Rank or
Trend Trend No Trend No Trend No Trend No. of Ces
Log Likelihood by Model and Rank
220.9683 211.2958 211.2958 207.8793 207.8793 0
239.4900 232.7722 232.3146 229.4862 217.6588 1
248.5500 244.1865 239.7246 236.9052 222.2923 2
251.1431 248.7541 242.6016 240.5879 225.4995 3
251.3370 251.3370 243.4611 243.4611 225.4995 4
Akaike Information Criteria by Model and Rank
-12.31052 -11.95599 -11.95599 -11.99246 -11.99246 0
-12.96813 -12.73576 -12.76966 -12.78039 -12.10368 1
-13.03438 -12.88665 -12.73278 -12.68158 -11.89327 2
-12.69644 -12.60963 -12.41260 -12.34924 -11.59372 3
-12.20857 -12.20857 -11.96632 -11.96632 -11.09372 4
Schwarz Criteria by Model and Rank
-11.21122 -11.03990 -11.03990 -11.25959 -11.25959 0
-11.50239 -11.40744 -11.48715 *-11.63528 -11.00438 1
-11.20221 -11.14609 -11.08383 -11.12423 -10.42753 2
-10.49784 -10.45683 -10.39721 -10.37966 -9.761549 3
-9.643528 -9.643528 -9.584495 -9.584495 -8.895116 4
Rank =1 Rank =1 Rank =1 Rank =1 Rank =0 L.R. Test:

<l 038 Juala Eviews sl 38 i A (58S 405 533,50 ey gla o I odliid Ll
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Quadratic Linear Linear None None Data Trend:
Intercept Intercept Intercept Intercept No Intercept Rank or
Trend Trend No Trend No Trend No Trend No. of Ces
Log Likelihood by Model and Rank
231.0293 222.2517 2222517 0
249.1324 244.5478 239.3664 235.2096 2349189 1
254.9803 250.8076 245.5513 241.4141 240.1010 2
259.3421 256.4485 248.9650 246.5665 244.4147 3
259.3442 259.3442 249.9167 249.9167 244.6150 4
Akaike Information Criteria by Model and Rank
-12.93933 -12.90108 -12.90108 -12.89073 -12.89073 0
*-13.57078 -13.47173 -13.21040 -13.13810 -13.18243 1
-13.43627 -13.30048 -13.09695 -12.96338 -13.00631 2
-13.20888 -13.09053 -12.81031 -12.72291 -12.77592 3
-12.70901 -12.70901 -12.36979 -12.36979 -12.28844 4
Schwarz Criteria by Model and Rank
-11.84003 -11.98500 -11.98500 -12.15786 -12.15786 0
-12.10504 -12.14341 -11.92788 -11.99300 -12.08313 1
-11.60410 -11.55992 -11.44800 -11.40604 -11.54058 2
-11.01028 -10.93773 -10.79492 -10.75332 -10.94375 3
-10.14397 -10.14397 -9.987973 -9.987973 -10.08983 4
Rank = 1 Rank = 1 Rank =0 Rank =1 Rank =1 L.R. Test:
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Quadratic Linear Linear None None Data Trend:

Intercept Intercept Intercept Intercept No Intercept Rank or

Trend Trend No Trend No Trend No Trend No. of Ces
Log Likelihood by Model and Rank

242.5791 239.5086 239.5086 233.5532 233.5532 0

258.4652 255.5847 248.9736 243.0291 242.9866 1

265.9937 263.9833 256.4500 250.6570 249.8682 2

271.0650 269.3643 259.8849 257.2561 253.8287 3

271.8561 271.8561 260.3166 260.3166 253.8904 4

Akaike Information Criteria by Model and Rank

-13.66120 -13.71929 -13.71929 -13.59708 -13.59708 0

-14.15408 -14.16154 -13.81085 -13.62682 -13.68666 1

-14.12461 -14.12396 -13.77812 -13.54107 -13.61676 2

-13.94156 -13.89777 -13.49281 -13.39101 -13.36430 3

-13.49100 -13.49100 -13.01979 -13.01979 -12.86815 4
Schwarz Criteria by Model and Rank

-12.56189 -12.80320 -12.80320 -12.86421 -12.86421 0

-12.68834 -12.83322 -12.52833 -12.48171 -12.58736 1

-12.29244 -12.38340 -12.12917 -11.98372 -12.15102 2

-11.74296 -11.74497 -11.47742 -11.42143 -11.53213 3

-10.92597 -10.92597 -10.63797 -10.63797 -10.66955 4

Rank =1 Rank =1 Rank =0 Rank =1 Rank =1 L.R. Test:
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The Theory of Purchasing Power Parity and the
Iranian Exchange market Structure
Hoshang shajary P. H. D
Khadijeh Nasrollahi P. H. D

Abstract

Iran‘s Past experience demonstrate that the Country has
permanently suffered and incurred the cost of mismanagement of
exchange rate policy. The exchange rate policy which was undertaken
during the First Cultural — Economic Development Plan of Iran, begin
with the aim of reinstitutioning and incraseing the productivity of the
Iranian Exchange market, promotion of non—oil export and access to a
better resourse allocation, but mismanagement of this policy resulted
in nothing but growing inflation and Economic growth retardation.
Yet, the determination of a suitable exchange rate remains one of the
most important issues in relation to macroeconomic policies in Iran.

Recently there has been a wide agreement that the main aim of
the exchange rate policies must be such that it result in aligenment of
the real exchange rate.In relation to the long-run real equilibrium
exchange rate, Iranian policymakers should not only be worry about
the determination of this key macroeconomic variable, but also they
must take into consideration the nessesity of the correct determination
of exchange rate , given the speed of globalization and growing
financial integration.

The aim of this article is to test the settlement of PPP in Iran
with the consideration of its exchange market structure. Therefore the
base theory of PPP is first introduced and the structure of Iranian
exchange market is then presented . Further, with the use of unit root
tests and cointegration method, the cointegrated vector of prices with
the related real exchange rate was specified. moreover with the use of
Johansen & Jesollus Maximum Likelihood test, long run relations is
determined and the short run dynamics was identified with the use of
vector error correction method. The results and policy recommendation
is given in the last section of this article



