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Abstract

Speculation and speculative behaviors leave widespread and often
destructive effects on the economy. Speculation, on the one hand,
strengthens the unproductive part of the economy and, on the other hand,
causes undesirable phenomena such as social dissatisfaction, inequality,
inflation, etc. Therefore, the correct and efficient economic policies require
control over the influential speculation factors. In this research from 1991 to
2022, a multi-stage quantitative method based on econometric models has to
be used. Therefore, the indicators of Speculation, economic instability, and
political management were first created using the principal component
analysis method. Then, the factors affecting Speculation were estimated
using the auto-regressive distributed lag. According to the research results,
political management hurts Speculation, and by improving the political
management index by one unit, the speculation index decreased by
approximately 1.052%.

Regarding the economic instability index, it is concluded that its effect on
Speculation is positive in the long term, and the impact coefficient is
estimated to be more than 0.96. In other words, the increase in economic
instability leads to the creation of speculative opportunities and increases in
Speculation. In the long term, by creating an atmosphere of uncertainty, the
opportunities for rent increase in transactions to earn more profit, and thus,
market transactions and speculations increase. In the long term, by creating
an atmosphere of uncertainty, the opportunities for rent increase in
transactions to earn more profit, and thus, market transactions and
speculations increase.
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Introduction

The deviation of asset prices from the fundamental values determined based
on the economy's fundamental factors may result from speculative attacks on
that asset's value. In other words, bubbles can arise due to trading and
speculative behavior of economic agents (Cheng et al., 2021). Bubbles also
weaken financial stability (Zhang et al., 2023) and, on the other hand, affect
the stability of the banking system and make asset management difficult
(Wang et al., 2019). Even monetary policies do not have much power to
influence bubbles and reduce Speculation, and they require special
conditions to positively affect the economy (for further reading; Dong et al.,
2020). On the other hand, if Speculation and asset price bubbles are not
managed, it will increase social discontent, and even the existing inequalities
in societies due to the rampant price increase will increase Speculation and
bubbles. (Zhao et al., 2021). So, Speculative and speculative behaviors have
created bubbles, and the bubbles have widespread and often destructive
effects on the economy. Therefore, correct and efficient economic policies
require controlling Speculation's practical and influencing factors and
identifying these will be very important. Now the question arises: what
factors affect Speculation?

Any society's political management and legislation significantly impact any
country's economic development, especially the legality of financial affairs.
Because people seek to maximize their profit in society, without regular
management, they look for economic rents and market speculation. In other
words, In countries like Iran, which have an abundance of natural resources,
the presence of natural resources, if there is no solid institutional framework,
can increase corruption through rent-seeking behaviors (Hadj and Ghodbane,
2021: 101; Hussain et al., 2021, 1; Majidzadeh and Ghaleno, 2022: 15) and
provide the ground for Speculation in the society. Confirming the
importance of political management in the economy, Dosso (2023)
concludes that even if the effect of natural resources on financial
development is always negative, improving institutional quality significantly
reduces this negative effect by approximately 78%, 86%, or 96%. As a
result, it can be said that political management and governance conditions
can be influential factors in speculative activities in economic markets.

On the other hand, the conditions of macroeconomic variables that indicate
economic stability cannot be ignored when determining asset price
fluctuations. Therefore, financial strength plays a vital role in Speculation
and speculative issues that can be investigated in the field of prices.
Economic instability means impulses caused by shocks and includes
unconventional changes in some economic variables, such as a high inflation
rate (Eskandari et al., 2018).
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In Iran's economy, especially in the last decade, the prices of economic
assets have increased significantly. In this case, these questions are raised:
The significant growth of prices is caused by which factors affecting the
economy?

Is the development of prices caused by the interactions of the official sector
of the economy or the speculative activities and the tight game of the
economy? Meanwhile, how effective have political management and
economic conditions been?

Therefore, in this research, the factors influencing Speculation have been
discussed and investigated, emphasizing the effect of political management
and economic instability. In this regard, by making the speculation index
from the indices related to asset prices, the financial instability index from
some destabilizing variables of the economy, and the political management
index from some good governance indices, An attempt has been made to
answer detailed questions.

Methodology

This research used mixed and multi-stage methods to create an index that
can measure speculative activities and examine the effect of economic
instability and political management on them. In this regard, to index and
reduce the number of variables in 1991-2022, a multi-stage quantitative
method based on econometric models has been used. Therefore, Speculation,
economic instability, and political management indicators were created using
the Principal Component Analysis (PCA) method. Then, the factors affecting
Speculation are estimated using the AutoRegressive Distributed Lag
(ARDL).

Results and Discussion

According to the research results, it can be concluded that political
management hurts Speculation, and by improving the political management
index by one unit, the speculation index decreases by approximately 1.052%.
Regarding the economic instability index, it is concluded that its effect on
Speculation is positive in the long term, and the coefficient of influence is
estimated to be more than 0.96. In other words, the increase in economic
instability leads to the creation of speculative opportunities. And increases
Speculation. In the long term, by creating an atmosphere of uncertainty, the
opportunities for rent increase in transactions to earn more profit, and thus,
the transactions and speculations in the market increase.

From the side results of the research, there is a positive effect of liquidity
and a negative effect of GDP on Speculation, and this indicates that if the
atmosphere of the formal economy and its proper management is improved,
Speculation will decrease.
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