Examining the Effects of Financial and Monetary Shocks on Iran's
Non-QOil Trade Balance: Structural Vector Autoregression (SVAR)
Approach

Rafie Hasanimoghadam *, Ali Sarkhosh-sara™

Original Article Receive Date: 2025 Sep 21 Accept Date: 2026 Aug 1 Page: 77-102

Abstract

Today, policy instruments in the economy are inextricably linked due to the high dependence of
macroeconomic variables. In this regard, considering the importance of financial and monetary
variables in the economy, examining their simultaneous impact on macroeconomic indicators is
of particular importance. For this purpose, the structural vector autoregression econometric
method has been used for data from the period 2002-2023. The results of the cointegration test
confirm the existence of a long-run relationship between oil revenues, budget deficit, liquidity,
inflation, exchange rate, and non-oil trade balance. However, based on the results of the
instantaneous reaction functions obtained, financial and monetary shocks, despite their strong
impact on the exchange rate in the past few years, have not had a significant effect on Iran's non-
oil trade balance. According to the results of variance analysis, government oil revenues explain
23.85 percent in the first period and 12.92 percent in the tenth period, government budget deficit
less than one percent in the first period and 12.81 percent in the tenth period, liquidity in the first
period and 30 percent in the tenth period, inflation 9.57 percent and 5.12 percent in the tenth
period, and finally the exchange rate explains 0.49 percent in the first period and 2.56 percent in
the tenth period of the fluctuations in the non-oil trade balance. According to the results obtained,
if the government's goal in Iran is to develop non-oil exports, expansionary fiscal and monetary
policies alone will not support this goal, and it is necessary to regularize these policies, integrate
them together, and align them with the country's foreign exchange and trade policies.
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