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Abstract

One of the major problems in developing country is the controlling of liquidity and inflation rate. Iran's economy has
also suffered from these problems. Inflation, in one hand, is causing the outflow of Financial resources from
productive activities and the other, increases the broker and Intermediate Activities, and inequality wealth and
income distribution But, controlling liquidity and inflation rat can provide economic stabilization and expand the
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productive activity.This study aims to investigate the effectiveness of monetary and credit policy instruments to
controlling liquidity and inflation rate in Iran during 1359-1387. To this end, simultaneous equation system approach
were be used. Result indicate that each 1 percent increase in required reserve rate leads to 0.65 percent decrease in
liquidity and consequently 0.23 percent decrease in inflation rate. Also, each 1 percent decrease in credit provided by
banking system leads to 0.51 percent decrease in liquidity and consequently 0.15decrease in inflation rate. So central
bank can using credit and monetary policy instruments to controlling the liquidity and inflation rate.
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