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ABSTRACT

Considering the importance of oil in Iran’s economy, in this paper, the long- and short-term
effects of oil shocks on the real Gross Domestic Product (GDP), liquidity, and inflation
: are investigated using the Vector Error Correction Model (VECM) and Granger causality
Accepted: 30 Jun 2018 © during 1990 to 2017. The results of the symmetric model indicate that the effect of the oil
Available Online: 01 Apr2019 © shock on real GDP and liquidity is positive, but its effect on inflation is negative. The re-
: sults of the asymmetric model show that the effects of positive oil price shock on real GDP,
inflation, and liquidity are positive, negative, and positive, respectively. Also, the negative
impacts of oil price on real GDP, inflation, and liquidity are negative, positive, and nega-
tive, respectively. However, the effects of positive oil shocks on real GDP, inflation, and
liquidity in the long-run are respectively more, less, and more compared to those effects
by the negative oil shocks. The effect of positive and negative shocks on the variables
is asymmetric, which means that the response of the variables to positive and negative
shocks is in opposite directions, but with different values.
Given the asymmetric effects of oil price shocks on macroeconomic variables, it is rec-
ommended that the government, over time, reduces the budget’s dependence on oil to
eliminate the impact of oil shocks on government spending. If the government cannot
eliminate the dependence, it should try to have the right management over oil revenues
(in the budget, financial discipline) and national development fund sources to minimize
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1. Vector Error Correction Model (VECM)

O SLaBl (sl yuiie 3 A5 SLAIT oy, ials g oy lile 1,51 Ko g (2L yuaide IS 395 (g 133




Al
Voslads. ¥ o585 WWAA Hlg uw/;d%{bdt;/g//c‘“’

\FO

§ S Coond (g adaily a5 09y i kae Eon pl VAP o Cll Cad it Sed lam aitiis golaldl
o9z Sldllas dapl 1 ogdle (Y00 1) Sl § Sl wilon Slalllas) Cel oo cars (IS slazdl
5 a5 Cansd el alal) 525 (V495) gilees 5 (VA9F) e 5 590 (1 AD) S0

S o 2B 1 oS slazdl gl pokiia

(Y + 2 V) ooy g el diilor) Saio (slaolaisl 4y bgs o cilalllas ol .ol glie by golazdl
Job o labaly iz 9929 s o lis Slalllae (pldas ol 0925 b o ls  Sxio adgi (5o e
S 5 0,Ledl asdllas o (el oad sanlive Slalllas oyl o a5 SlS o adaly .ol 090 Sl e
wrieo olaidl 5l 29,5 0 i Cuwad SlaS el blis jo 1) adei 5 a8 Jeadl uSe aS 55 (V - Q)
s ls o oladl Lol oSe canar Lol o 0sid 3 ase s o] ol oo ML Wlos )5 oy
I Granliw d5ute 9 5 pdySlasil IS 5555 55k Somb G ri Al ool el o)Le YooY 1 LS

Sloslatwl b M slasdl 5 1) el caud Sads o leel il 0g5 aslllas ;o (YT ) 1y, 5 025 <)
a3 co LS el 00 plonil saie YL oLl g 45" anlllas ol gl 35,8 oo, FAVAR” 5 S
Sl izes el Jiin Gl Caed o alS St OIS 4 G Cdl Ced ]38l caie I
2T 55555 055 57 i S5 Sl B slacS 9 o8 Wig oo AT loj ity o) iels
wlo0,S" oy 1y a0 S Slal gl prin B C o SS9l 5l iU Dl Sl ogs axllas
el 5 Sed ja Bd 53,5 oS (6l sy ol ol oo ol THHT g, 5l sl b aslllas ()
S AL adss pr ciie il i Ceand (Gl 9 a o )Lt gl g o 00liin] Bas (glaS g
asdllas ;5 (YY) )5 5 655 o oo 55l ToaiiS 08 e o sl o Lol el 55 E 5 9
i o LS ult W8 )5 o)y Cenl i 0aiiS s g aST L o slatdl 5 cds Cad slaS gl Ol il
ol agg, ol dergs il ol o Sl s a5 b 4y sl o Eel ki Cend Sy BT Yl
o 5 oIS Slazdl Sl 31 (V- 1Y) Blygo ol SokoolisS s puicis datd 3 i Cansd oS5 il Ll
¥t lejoes sl a8 andllae (sl gl 8 o big )l sl o 1) Ci Cond oS 95 5l 5k
B cd ceod oS el 3o, 51 Ve oA Jlo golazdl oS, 5l il ol il aies oo ylis ol 00gy aay
el grdgi 9 b3,

S Cod S 9 Sl (Ve ) &l e § S15,8 0,98 S 0 418 5 & g0 Slalllas 55 05 b
I, (srie Sladgs o) b Cads Caand Cae Ol yasdd s (593 S abal ) 5929 5 oy |y ol Slazdl

2. Factor-Augmented Vector Autoregressive approach (FAVAR)
3. Hilbert- Huang Transform (HHT)
4. Consumer Price Index (CPI)
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5. Dutch Disease
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10. Vector Error Correction Model (VECM)
11. Oil Price

12. Spot Price

13. Energy Information Administration (EIA)
14. Real GDP

15. Consumer Price Index (CPI)
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16. Positive Difference in Oil Prices (PDOP)

17. Negative Difference in Oil Prices (NDOP)
18. Net Oil Price Increase (NOPI)

19. Net Oil Price Decrease (NOPD)

20. Augmented Dickey Fuller (ADF)

21. Kwiatkowski-Phillips-Schmidt-Shin (KPSS)
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22. Trace Test
23. Maximum Eigenvalue test
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24. Impulse Response Functions
25. Variance Decomposition
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Response to Generalized One S.D. Innovations
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Response to Generalized One S.D. Innovations + 2 S.E.

Response of LRGDP to PDOP

Response of LCPI to PDOP

A RN .
W 02|

12 3 4 5 6 7 8 9 10

Response of LM2 to PDOP

o
al

—
.01 i
-.024

1‘2‘3‘4‘5‘5‘7‘6‘9‘10

12 3 4 5 6 7 8 9 10

PDOP 4 LCPI 4 LMY LRGDP (qla iie Joall uSe ¥ 51408

wiod Sloloce 105

» L*-’ﬁ-’ 9905 (53 639 Ul Gllae PDOP piie )0 Jlne Bloeil S o3l 4y S'a8 Jlasl JLdo 4
oa3Lh PDOP ot gine 3l 5l s o o0 )18 095 alls el §l 5icinly « S lamy Jpuad o
solrlsbazdl o gadde g low 4 plgi oo 1) Lals (nl sl (L20lS g, 0929 el 00T B s uoS
Aol )0 A5 398 oo 0doline ju5 (Sl pox> 0,1 )0 ewdls bgs 5o PDOP S'als Jlis 45 &ls g yol3él
0081 ol Jgl b 1o yeiio ol Janll uSe PDOP iio 15 Jlomo Gl ouil 55 ool 4y S'gs JLoc!
2 508y 093 e (3 ieS 4 ple Jad ;0 aS (5 55k s el 03,5 lay 2alS (g Jgad 50 5 S

Response to Generalized One S.D. Innovations =2 S.E.

Response of LRGDP to NDOP

.02

Response of LCPI to NDOP

.05

01

.00

.04 -

.03

-.02 4

-.03

02 T
—o1d 7
o1

00

-.01

dw/;d,‘/bdt:/g,uj‘

02

—
" 10 12 3

Response of LM2 to NDOP

A -
01 4 -
00 | T B — e —
AR
-014
-.02

NDOP 4 LCPl 5 LMY LRGDP (gla it Joall oS ¥ 1005

Guind Slosloee 105l

oY

S LA g yukio yy 85 T O,GZQU,“”&ZG N .“,bm,‘,ﬁw’»& ‘QWQ::,& W




Al
A

Response to Generalized One S.D. Innovations + 2 S.E.
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