[ Downloaded from jemr.khu.ac.ir on 2025-11-28 ]

. . Print ISSN: 2228 - 6454
Journal of Economic Modeling Research -
Online ISSN: 2538 - 4163

Homepage: https://jemr.khu.ac.ir/

The relationship between monetary policy and the output
gap, inflation deviation and the gap in the foreign exchange
market in Iran with the approach of Taylor's rule

Saleh Taheri Bazkhaneh?'

1. Assistant Professor, Faculty of Literature and Humanities, Department of Economics and
Accounting, University of Guilan, Rasht, Iran.
E-mail: saleh.taheri@guilan.ac.ir (0000-0002-3160-8890)

Article Info ABSTRACT
Article type: Monetary policy modeling is one of the important areas in
Research Article macroeconomics, which has been expanded after the pioneering study

of Taylor (1993) in the framework of the central bank's reaction
function. By applying new econometric approaches, economists try to

Article history: answer the controversies in the literature and provide new
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o ) macroeconomic stability. In this regard, the current research has used
Received in revised form: the continuous wavelet transform and its tools to investigate the
10 Oct. 2021 relationship between monetary policy and the production gap,
Accepted: 16 Dec. 2021 inflation deviation, and the gap in the foreign exchange market in

Iran's economy. The results show that in the period of 1989-2022, the
central bank only in the short term (less than one year) puts the output
gap under its target or affects it arbitrarily. This is important for the
deviation of inflation from its long-term trend in the short-term and
medium-term (1-4 years). Due to the intertwining of the monetary
policy and the currency market, which is due to the lack of
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currency market is unstable. The information and analysis presented
in the field of time frequency, taking into account the developments
of Iran's economy, can be useful for those interested in this field.
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