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Abstract
The growth of interest rates can enhance corporate profitability, encourage operational

efficiency and margin improvement, and lead to increased stock prices and returns.
Additionally, rising interest rates can aid in portfolio rebalancing and elevate stock demand.
Thus, the aim of this study is to examine the effect of interest rates and the overall index of the
Tehran Stock Exchange within the period from 2010 to 2024, using a quantile regression
approach based on wavelet transformation. The empirical results show that interest rate
uncertainty has a significant and positive impact on the overall index of the Tehran Stock
Exchange across all quantiles. This effect is stronger in the initial quantiles but diminishes
over time. A comparison of Daubechies and Haar wavelets reveals that the mean square error
difference between these two wavelets is not statistically significant. Bootstrap analysis
indicates that the mean square error difference between these two wavelets and the p-value
signify no significant difference. Ultimately, it is suggested that long-term investors should
focus more on corporate performance rather than interest rate fluctuations.
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Introduction

The stock market is a key component of any economy, crucial for economic development and
growth. It efficiently allocates capital, directing investments towards profitable projects and
companies, thus preventing resource wastage. It also serves as a vital tool for corporate financing,
enabling companies, especially startups and small enterprises, to raise necessary funds for
expansion. As an economic indicator, changes in stock indices reflect the overall economic
condition, with rising indices indicating growth and increased investor confidence. The stock market
also plays a significant role in job creation by attracting capital and financing companies, leading to
new job opportunities. Moreover, it promotes transparency and reduces financial risks, as listed
companies must provide accurate financial reports. The stock market fosters equitable wealth
distribution by allowing public investment, helping reduce economic inequality. It also attracts
foreign investments by creating a transparent financial market and fosters an investment culture by
raising public awareness of stock market benefits. Overall, the stock market is essential for economic
development and growth.

Methodology

Hybrid models in data science and time series analysis combine multiple techniques and algorithms
to improve prediction accuracy, reduce errors, and enhance data analysis efficiency. The Quantile-
Wavelet hybrid model merges the quantile and wavelet methods, leveraging the strengths of both to
provide better data analysis results. Quantile Model is statistical method examines data distribution
and analyzes quantile points, dividing data into equal parts. It is particularly useful for non-normal
distributions and outliers, providing detailed distribution descriptions, risk analysis, and future value
predictions. Wavelet Model is mathematical tool for analyzing data across different time and spatial
scales, wavelets decompose data into components at various frequencies. This model is used for
multi-scale analysis, data compression, and noise reduction, making it effective for economic and
financial time series analysis. The Quantile-Wavelet hybrid model combines multi-scale wavelet
analysis with quantile distribution analysis, enhancing prediction accuracy and data analysis by
reducing noise and outliers. It offers comprehensive data analysis, flexibility for various data issues,
and compatibility with complex, nonlinear time series, making it valuable for economic and
financial analyses. This model provides analysts with advanced tools for precise and comprehensive
data analysis.

Results and Discussion

Our analysis, which is based on a comprehensive examination of the impact of interest rate
uncertainty on the Tehran Stock Exchange (TSE) index, indicates a positive and significant effect
across all quantiles. Specifically, a one-unit increase in interest rate uncertainty leads to an increase
in the TSE index. This effect is more pronounced in the initial quantiles, suggesting that the positive
impact of interest rate uncertainty on the TSE index diminishes over time. Examining different time
scales reveals that the effect of interest rate uncertainty is also positive and significant in the long-



3 Journal of Economic Policies and Research | Vol. 4, No. 1, Spring 2025, Page: 1-24

term, medium-term, and short-term. On a long-term scale, the effects of interest rate uncertainty
initially increase and then decrease. In the medium term, these effects fluctuate, indicating market
reactions to uncertainty. A similar trend is observed in the short term, showing that the market's
reaction to interest rate uncertainty in the short term is akin to that in the long term.

The comparison of Daubechies and Haar wavelets shows that the difference in mean squared
error (MSE) between these two wavelets is not statistically significant. Bootstrap analysis indicated
that the average MSE difference between Daubechies and Haar wavelets is 0.2469 units. However,
the 90% confidence intervals for the mean differences include zero, suggesting no significant
difference between these two wavelets. Additionally, the p-value from the bootstrap analysis is
0.5059, indicating that the difference in average MSEs is not statistically significant. Based on our
analysis, we cannot conclusively determine the superiority of one wavelet over the other. Both
Daubechies and Haar wavelets offer unique advantages, and the choice of the best wavelet depends
on specific conditions and requirements. The Haar wavelet might be more suitable for high precision
and detailed analysis. However, if simplicity and speed are more critical, Daubechies wavelet could
be a better choice.

Conclusion

The study reveals that interest rate uncertainty has a significant positive impact on the Tehran Stock
Exchange (TSE) index. This effect is observed across all quantiles, with the TSE index increasing
as interest rate uncertainty rises. The impact is more pronounced in the initial quantiles and
diminishes over time, indicating that the positive effect of interest rate uncertainty on the TSE index
decreases over time. Analysis across different time scales shows varying effects of interest rate
uncertainty on the TSE index. In the long term, the positive impact gradually increases and then
decreases, suggesting a stronger initial effect that wanes over time. In the medium term, the effects
are oscillatory, reflecting variable market reactions to uncertainty. In the short term, a similar trend
to the long term is observed, indicating comparable market responses to interest rate uncertainty in
both short and long terms. A comparison of Daubechies and Haar wavelets using bootstrap analysis
showed no statistically significant difference in mean MSE between the two wavelets. High p-values
and confidence intervals including zero indicate no significant performance difference between the
wavelets. Therefore, the choice between wavelets should be based on specific conditions and needs.
Daubechies wavelets may be preferable for high accuracy and detailed analysis, while Haar wavelets
might be better for simplicity and speed. Investors should consider company performance alongside
interest rates in their investment decisions. Long-term investments might mitigate negative effects
of rate uncertainty over time, urging investors and policymakers to adjust strategies to minimize
economic uncertainties' negative impacts.
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The difference between Haar and Daubechies MSE is not statistically significant.
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Abstract

Banks and financial institutions play a vital role in Iran’s economic development and stability. In
Kurdistan province, these institutions are particularly essential in addressing the financial needs of
enterprises. However, they face multifaceted challenges that hinder their effectiveness. This study
seeks to identify and evaluate the key banking challenges in the province using a qualitative thematic
analysis approach.This research adopts a qualitative thematic analysis method, engaging banking
and economic experts from the Kurdistan provincial system. Data was gathered through semi-
structured interviews, with participants selected via stratified snowball sampling. A total of 12
interviews were conducted, reaching data saturation. Experts highlighted and prioritized the most
pressing banking challenges.The challenges were categorized into three main domains: economic,
macroeconomic, and banking-specific. Economic issues include poor data on private bank resource
distribution, limited credit allocation to the productive sector, weak enforcement of account transfer
policies, and insufficient legal communication on loan support. Macroeconomic challenges
encompass low bank involvement in enterprise financing, perceptions of budget discrimination, high
deposit interest rates, and misuse of bank guarantees. Banking-specific problems involve inefficient
resource utilization, limited liquidity for loan repayment, restrictive central bank policies, and poor
repayment rates, particularly in the agricultural sector.To overcome these barriers, it is essential to
improve the local business climate, increase national resource allocation to provincial banks, and
promote lending to economic enterprises. Strategic reforms can enhance financial system
performance and drive sustainable development in Kurdistan.
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Introduction

In today’s global economy, banking and financial institutions are widely regarded as the backbone of
economic stability, growth, and development. In countries like Iran—where the economy is strongly
bank-based and access to capital markets is limited—banks are not merely intermediaries but act as
critical vehicles for economic mobilization and policy implementation. These institutions play a central
role in credit allocation, investment support, job creation, liquidity management, and promoting economic
inclusion. However, the Iranian banking system, particularly at the provincial level, has encountered
significant structural and operational constraints. The dual pressures of macroeconomic instability—such
as inflation, budget deficits, and sanctions—and micro-level inefficiencies—such as poor governance,
outdated banking technologies, and policy ambiguities—have cumulatively impeded the system’s ability
to support local economic activities effectively.Kurdistan province, similar to other less-developed
regions of Iran, relies heavily on the proper functioning of the banking system to stimulate investment,
support businesses, and enhance regional economic resilience. The economic environment of Kurdistan
is marked by a combination of underinvestment, weak infrastructure, and limited access to formal credit,
making the role of banks even more indispensable. Yet, the banking infrastructure in this region continues
to grapple with limitations in terms of resource mobilization, credit disbursement, enforcement of
regulations, and alignment with national economic policies. Addressing these challenges is crucial not
only for the region’s financial ecosystem but also for achieving broader goals such as reducing inequality,
increasing provincial competitiveness, and ensuring financial inclusion.Given the above, there is a
pressing need to systematically identify, classify, and analyze the challenges confronting the banking
system in Kurdistan province. By doing so, policymakers, financial regulators, and bank managers can
make informed decisions and adopt targeted interventions. This research thus aims to fill the gap by using
a rigorous thematic analysis to extract insights from field experts directly involved in the banking and
economic ecosystem of Kurdistan. Understanding these challenges can serve as a foundational step
toward strengthening financial infrastructure and enabling sustainable provincial development.

Methodology

This study employed a qualitative research design using thematic analysis to explore the multifaceted
challenges faced by the banking system in Kurdistan province. The research population consisted of
experienced banking and economic experts actively engaged with or recognized by the Kurdistan
provincial banking sector. Participants were selected through a stratified snowball sampling method,
ensuring representation across various institutions and organizational roles. Data collection was carried
out through semi-structured interviews that allowed respondents to elaborate on their perspectives freely,
while also adhering to a consistent framework to ensure comparability.A total of 12 in-depth interviews
were conducted until the point of data saturation was reached—meaning no new themes were emerging
from the interviews. The interviews were transcribed and coded manually, and recurring themes were
identified and categorized. The use of thematic analysis enabled the researchers to move beyond surface-
level observations and to uncover patterns, relationships, and underlying causes of the problems identified
by the participants. This method was particularly suitable for capturing the complex and context-specific
nature of challenges in the provincial banking system, which may not be apparent through quantitative
analysis alone.

Results and Discussion

Analysis of interview data revealed that the challenges faced by the banking system in Kurdistan province
could be broadly categorized into three interrelated dimensions: economic, macroeconomic, and banking-
specific.

Economic Challenges: These challenges relate primarily to the structure and function of the local
economy and its interaction with banking institutions. Participants emphasized the lack of comprehensive
data on how resources from private banks are allocated and utilized across the province. This opacity
creates inefficiencies and hinders informed policy decisions. Additionally, there was a noticeable
deficiency in the allocation of banking resources to productive sectors such as manufacturing, agriculture,
and services, which are vital for employment and growth. Another issue is the weak implementation of
policies mandating the transfer of large enterprise accounts from national to local banks—a policy
intended to enhance provincial liquidity and credit access. Moreover, participants reported inadequate
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dissemination of legal frameworks and support schemes that could help enterprises qualify for bank loans,
resulting in missed opportunities for economic empowerment.

Macroeconomic Challenges: These challenges stem from national-level economic and fiscal policies
that indirectly affect provincial banking performance. Experts pointed out the limited involvement of
banks in financing economic enterprises and home-based businesses, both of which are crucial for
inclusive growth. A persistent perception among stakeholders is that Kurdistan receives less favorable
treatment in national budget allocations compared to other provinces. Additionally, high interest rates on
bank deposits were cited as a double-edged sword—while they attract savings, they simultaneously
discourage borrowing and productive investment. Another concern was the issuance of bank guarantees
by certain banks without adequate scrutiny, leading to potential financial instability and credit risk.

Banking-Specific Challenges: These are internal to the banking institutions themselves. A significant
issue is the high ratio of asset utilization to available financial resources, which limits banks’ flexibility
in responding to new loan applications or unforeseen economic needs. Many banks in the region lack
sufficient liquidity to cover existing loan commitments, exacerbated by weak repayment structures.
Respondents also pointed to the restrictive monetary policy of the central bank, which further limits
lending capacity. In addition, a high rate of non-performing loans, especially from the agricultural sector,
was identified as a persistent burden that undermines financial health and risk management capabilities.

Conclusion

The findings of this study underscore the urgent need for a multi-level strategy to address the banking
challenges in Kurdistan province. On the economic front, there must be greater transparency and strategic
alignment in how banking resources are allocated to productive sectors. Macroeconomic interventions
should include equitable budget distribution, reform of interest rate policies, and stronger oversight on
financial instruments such as guarantees. Within the banks themselves, operational reforms are needed to
improve resource utilization, credit risk assessment, and liquidity management.Furthermore, regulatory
bodies must ensure better enforcement of policies aimed at decentralizing financial power, such as
requiring large firms to operate their accounts through provincial banks. Enhancing access to financial
literacy and legal awareness for enterprises can also improve loan eligibility and repayment
rates.Ultimately, improving the performance of the banking system in Kurdistan is not just a financial
issue—it is a strategic imperative for regional development, social stability, and long-term economic
resilience. The insights derived from this thematic analysis provide a grounded and actionable framework
for policymakers and banking leaders to initiate reforms that are both locally relevant and nationally
coordinated.
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The idea that gained traction in economics with Keynesian theories (1936) pertains to the potential
differential effects of fiscal policy on macroeconomic variables during periods of economic
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and increased public spending boost aggregate demand, leading to higher demand for labor,
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further increases aggregate demand, leading to higher levels of investment and employment, thus
creating a multiplier effect on income, consumption, and overall economic activity.the substitution
effect implies that an increase in government spending is partially offset by a reduction in
consumption and investment. These analyses, based on the assumptions of forward-looking
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Introduction

The idea that gained traction in economics with Keynesian theories (1936) pertains to the potential
differential effects of fiscal policy on macroeconomic variables during periods of economic
recession and boom. This concept has garnered significant attention from economists in both
theoretical and empirical aspects over the past few years. Policymakers and statesmen in advanced
economies and emerging markets tend to increase public spending or reduce taxes when confronted
with economic recessions. Questions arise concerning the sign, magnitude, and channels through
which these decisions impact GDP, employment, and investment. There is no theoretical consensus
on this matter. According to the Keynesian view, tax reductions and increased public spending boost
aggregate demand, leading to higher demand for labor, resulting in increased wages and
employment. Higher income stimulates consumption, which further increases aggregate demand,
leading to higher levels of investment and employment, thus creating a multiplier effect on income,
consumption, and overall economic activity.

However, subsequent economists have shown that the Keynesian multiplier is influenced by
various factors, including liquidity trap conditions, business cycle phases, exchange rate regimes,
and the degree of economic openness. Consequently, the size of the Keynesian fiscal policy
multiplier can vary under different conditions. Conversely, from a neoclassical perspective, the
substitution effect implies that an increase in government spending is partially offset by a reduction
in consumption and investment. These analyses, based on the assumptions of forward-looking
consumers and firms maximizing intertemporal utility in neoclassical models, suggest a lower fiscal
policy multiplier. According to Ricardian analysis within this framework, the fiscal policy multiplier
could even be zero.

A review of theoretical perspectives and empirical studies on the impact of fiscal policy on
macroeconomic variables, especially GDP, reveals a lack of theoretical consensus, with sometimes
contradictory study results. Several domestic studies have attempted to estimate the policy multiplier
in Iran's economy. However, as noted, the fiscal policy multiplier is influenced by various economic
variables and conditions, making it unfeasible to estimate a single figure for the entire period under
review to address the challenges of implementing the country’s fiscal policies. Moreover, most
domestic studies have focused on estimating the government spending multiplier, whereas tax
revenues play a crucial role in funding Iran's economy. Tax revenues are also a significant tool of
fiscal policy, and determining their magnitude and influential factors can greatly assist
macroeconomic policymakers.

Therefore, the present article consists of two sections: (1) First, using the TVP-FAVAR-SV
model, the time-varying multipliers of indirect taxes, specifically import taxes and consumption and
sales taxes, will be estimated. (2) In the subsequent section, after estimating the time-varying
multipliers of indirect tax revenues for their respective components, the study will employ historical
variance decomposition techniques to identify and quantify the impact of key factors influencing the
numerical value of the multipliers.

Methodology
The state-space models have specific applications in the field of control engineering and navigation
issues. These models are also being used in Econometrics. Because in the factors effective on
economic issues, there are some specific features like unobserved variable, rational expectations,
measurement errors, missing observations, permanent income, unobservable components (in
trends), etc. TVP-VAR models can enter structural failures and cyclic changes to models in time
series in the form of variable time; therefore, they have the ability to estimate the response of a
variable due to the shock introduced by other variables over time. In this research two vectors have
been specified for estimating vector auto-regression model with an added factor with time varying
parameters: 1. A vector including macroeconomic variables and, 2. A vector including variables for
modeling and extracting the hidden variable of monetary policy.

To estimate the multiplier of indirect taxes according to its types, first of all the hidden variable
of implementing monetary policy and impulse response functions of variable have been calculated
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and extracted in time. Then the time-varying multipliers of consumption and sales and import taxes
were estimated and calculated. Then, the factors effective on the numerical value of the multiplier
of taxes have been ascertained in the form of historical variance analysis technique; besides, the data
of this research have been extracted from website of the central bank of the Islamic Republic of Iran
seasonally and in the period of 1991 to 2021.

Results and Discussion

In this research, first of all, the combined and latent index of monetary policy was extracted.
According to the estimations done, this variable's trend in Iran has been U shaped during 1993 to
2021. Then the multipliers of consumption and sales and import taxes were calculated in the form
of time-varying estimations. In the third stage, using the variance analysis technique, the factors
effective on multiplier of indirect tax policies were ascertained. The results indicated that from
among 2 tools for indirect tax policies, the greatest impact multiplier was related to consumption
and sales taxes. Furthermore, the imports to GDP, the openess and gdp gap have the highest
efficiency and explanatory power of multiplier fluctuations of consumption and sales taxes.

Conclusion

Studying the effect of the fiscal policy based on government expenditures and taxes, with the aim
of knowing the numerical value of the multiplier of fiscal policy, has been always the concern of
macroeconomic policy makers. Some researches done in the context of estimating the multiplier of
fiscal policy within the country, have been linear and regardless of different economic conditions;
and some other researches have been with specific regard to different economic conditions,
including business cycles or credit cycles. Thus, according to the recent researches done outside the
country, such as the study of Glocker et al (2019), it’s been proved that the multiplier of fiscal policy
is not remained fix over time. From a theoretical point of view, this factor is influenced by different
factors, and with change in every factor the mentioned coefficient changes either.

The estimation of impact and cumlative multipliers of indirect tax revenues showed that: first of
all, the multiplier of direct tax revenues have been varying over time and different in various
economic conditions. Second, from among two types of indirect tax revenues, the greatest multiplier
is related to consumption and sales taxes. The results related to the historic variance analysis of the
multiplier of indirect tax revenues showed that the greatest power to explain the fluctuations of the
multiplier of consumption and sales income taxes is related to import gdp.

If an economic and fiscal policy maker intends to stimulate production using indirect taxes, they
must consider that various factors influence the effectiveness of indirect taxes on GDP through the
multiplier effect. The instantaneous and cumulative multipliers of indirect taxes can be either
positive or negative. Specifically, the instantaneous multiplier of consumption and sales taxes is
negative, and its cumulative multiplier is approximately zero. The Impact of consumption and sales
taxes is most significantly affected by three variables: the import-to-GDP ratio, the degree of
economic openness, and the output gap. These factors play the largest role in the relationship
between indirect taxes and GDP growth.
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1. Time Varying Parameters Factor Augmented Vector Autoregression with Stochastic Volatility (TVP-FAVAR-
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2. Charles et al.



04 il D ISl LS55 15y oo (eloclle ol clacSps 1 | oy )od g (Seiyd (Gihoo
|

Thomakos, ) cewl odgs b, 5l delyo yiies ois sline & 5 S>oS Jlade by fy a0 lpi Lo -F
Al aalem> leollle 5 cdgs 7 ) oulid o po ial38l cacly 095 a5 (2012

Ceaw 3l ey 2 S (A e po 5 Sy wile 5,28 (2 )lse 5 Blse i)l e 5 lpe -1
(Hory, 2016) 595 oo (Jlo cawlow 00138 o 3o o iul38l 4y i £9.050 (] a5 098 0 Dl g

Bpas 1) sl e Giali8l olly (Kuass Cosgase 892y i BUiSbme  Koddl Coogao —F
3l g 0,5 amles oad il s Coas 45 B pae 1 w85 vales T Lolal Sl canlw Jlee!l o Fass
(Spilimbergo et al., 2009) =él aalgs iulidl Jb cewlow 00n]3d o o 3o,k (0l

aS 595y 38l o 3lasl T el 090 3 )b 51 50 Jele cpl (6,185 51 UK 5 STL c000ly ,0 Coogus -0
S I &, 8,8 wilgs ged (o l) 4 S B pas il 055, jo (SSL O Comdg a5 Sl

il yia8 Jo slo, /iU K8l dewssd lino olaidl G 0 a0 i Jo slo, [ Kl dewsss d> 0 —F
izl fé,.J’@j o Caslew 0uis 8 g 16 9 995 o Dlw] Kol Coogume LS JUU g0 i 5.l
.(Thomakos, 2012) wi o ials Jo Cavlew

Slawsl Soo8 g cams sladdl (o ,S0s5 ghoauSoais a5 Sl 4 5, 85045 oS Concti o5l -V
o9 adles iy 10 Jle Gl (5,105 51 ¢ 5598 olaiBl o lealdle ol L g Sdgo 7 )le ial58) adsl
.(Deskar-Skrbi¢ and Simovi¢, 2017)

0)59 5| 7o 3555 090 y0 alys by (i Al waz gl gy, b ogS, Ll I oolaisl Lylis A
955, 0,95 10 gl (Jlo cewliw 00138 (o caiwy ol Ho sasine ladze sl o b 1 el 5,
3L By 099 51 555

S dgo by oS b canlow an jo ialdle 5 2ylre G i Jbo Canlews A oS5 -1
ol eanlid o po il anils Slle 51 i 59 Cdsd 7 yle asulin wad o oolatwl T golamdl couis
L BaiS G pas ol (Son 45 5,55 o Slis bl 5l geoge cpl e b walys 58,5 Stwlow aius
g Jlocwlow 6,105 31 2alS 5 aalyo b,m i Gialidl g 5l 4 g, bl 2alS sonliv
.(Hory, 2016)

JUIS §l 5050 cpl asS a5 LalS jsb a1y e Caasloas 53 51 Wl o i (g0 o 53 gy el
Sy b1 cams o )l )8 r*-‘l’v‘-"-’ Lyose 255055 e dr Comlow Jlosl a5 ol s p LB oype 25 5 0595
2l anlss 2alS o Canlins i i1 il Sialen 5T L g s e sl 5| anh gy Gl o5

.(Vlasov & Deryugina, 2018)

1. Marginal propensity to import
2. Contractionary fiscal policy
3. Economic Stabilization
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3. Floating Exchange Rate
4. Degree of Openness
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Abstract

Foreign direct investment (FDI) is a fundamental element for economic development, especially for
developing and emerging economies. Public expenditure is a very important economic tool of the
government. Therefore, understanding the effects of government size on the flow and motivation of
foreign investment entry to promote economic growth is vital. In the present study, first, the index of
motivation for foreign investment entry was calculated using the MIMIC method and then normalized.
Next, using a linear and nonlinear distributed lag autoregressive approach, the symmetric and
asymmetric effects of government size on the motivation for foreign capital entry during the period 1973
to 2022 were analyzed. The results from calculating the foreign investment entry motivation index
indicate that after the war until the second development plan, the trend was downward and then it became
fluctuating. The highest and lowest average motivation for foreign investment entry belonged to the sub-
periods of the fourth and second development programs, respectively. The long-term estimation results
show that increases and decreases in government size are directly (positively) associated with motivation
for foreign investment entry, such that the positive effect of government size increases on the motivation
for foreign investment entry is greater than the effect of decreases, confirming the asymmetric effect of
government size on motivation for foreign investment entry. Additionally, inflation and direct tax burden
have a negative effect, while oil rent has a positive effect on motivation for foreign investment entry.
Another finding of the research is that during the years 1979-1989, the level of motivation for foreign
investment entry significantly declined.
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Introduction

The government plays a significant role in the economy, and its intervention is akin to a double-
edged sword. On one hand, it can effectively allocate social resources and prevent market failures,
which is beneficial for reducing investment risks and encouraging foreign investment. On the other
hand, as the size of the government increases, the burdens on society also rise. This necessitates
more funds to maintain functionality, leading to numerous issues such as inefficiency and
corruption, which negatively impact the motivation for foreign investment. Overall, due to varying
regimes and levels of development, the effects of government size differ. Foreign direct investment
has been a crucial element for economic development, especially for developing and emerging
economies (Li & Liu, 2005), and public expenditure is also a very important economic tool for the
government (Li & Suruga, 2005). Therefore, understanding the effects of government size on the
inflow of foreign capital in relation to promoting economic growth is vital. The inflow of foreign
investment may be influenced by the level of government spending or the size of the government
rather than private investment. Since government spending is a very important element in any
government, understanding its impact on the motivation for foreign investment aimed at economic
growth is essential. In this context, following an examination and analysis of the effect of
government size on foreign investment, most existing econometric models are linear. In these
models, the absolute effect of the explanatory variable in its increasing trend does not differ from its
decreasing trend. However, what occurs in reality may not be this straightforward; the effects of
increases in government size on the motivation for foreign investment may differ from those of
decreases. This issue prompted the authors of the article to explore not only the symmetrical effects
of government size on the motivation for foreign investment in Iran but also to explain the
differences in the asymmetric impacts of government size on this motivation.

Methodology

The main objective of this research, as mentioned in the introduction, is to analyze and examine the
symmetrical and asymmetrical effects of government size on the motivation for foreign investment
in Iran. Therefore, the focus in specifying the research model is to differentiate between the effects
of increases in government size and decreases in it while assessing the impact of government size
on the motivation for foreign investment. The asymmetric model specification draws upon the study
by Shin et al. (2014), who introduced a model based on Pesaran et al. (2001) known as Nonlinear
Autoregressive Distributed Lag (NARDL). Furthermore, the research model is specified based on
previous studies such as Tuan et al. (2024), Ismail & Ismail (2021), and Othman et al. (2018) in both
symmetrical and asymmetrical formats.
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Results and Discussion

Initially, the motivation for foreign investment was calculated using the MIMIC method for the
period from 1973 to 2022, then normalized. Finally, the coefficients were estimated and tested
within the framework of two models using ARDL & NARDL approaches.

Conclusion

The results obtained from calculating the foreign investment motivation index and describing the
data indicate that the motivation for foreign investment has shown a downward trend after the war
until the second development plan, followed by a fluctuating trend thereafter. The highest and lowest
average indices of foreign investment motivation corresponded to the sub-periods of the fourth and
second development plans, respectively. The size of the government has exhibited a somewhat
fluctuating trend, and it is noteworthy that from the first to the sixth development plans, the average
size of government has always been less than the average over the entire period under study. The
long-run estimation results from the research model indicate that government size has a direct
(positive) and asymmetrical effect on the motivation for foreign investment. Specifically, the
magnitude of the direct effect of government size on foreign investment motivation is greater during
increases than during decreases. Inflation and direct tax burdens have a negative (undesirable) effect,
while oil rents have a positive (desirable) effect on foreign investment motivation. Another finding
is that during the period from 1979 to one year after the war, there was a significant reduction in the
level of foreign investment motivation index in the country compared to other years under review.
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Abstract
Sanctions affect the economic performance of target countries. In this regard, economic
resilience and the use of natural resources by sanctioned countries can moderate the impact
of sanctions. In this study, the effect of economic resilience and natural resource abundance

on the performance of financial sanctions in 70 selected countries over the period 1970-2022
has been examined using a logit-probit panel approach. The estimation results show that, first,
economic resilience has a significant negative effect on the performance of financial sanctions.
Accordingly, countries with greater economic capability are more likely to be able to overcome
the negative effects of financial sanctions. Secondly, the abundance of natural resources has a
positive and significant effect on the performance of financial sanctions. Thirdly, the
interaction effect of economic resilience and the abundance of natural resources on the
performance of sanctions is positive, such that the abundance of natural resources reduces the
negative (reducing) effect of resilience on the performance of sanctions. Within the framework
of the results, it can be predicted that improving economic resilience and countries access to
natural resources can influence the effects of sanctions in target countries.
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Introduction

Addressing the issue of economic resilience in relation to the functioning of sanctions in today’s
interconnected global economy is crucial. As countries become more interdependent, the potential
for economic coercion through sanctions increases, and understanding how economies can
withstand such pressures is essential. This knowledge is critical for policymakers, economists, and
international relations scholars to assess the potential efficacy and outcomes of sanctions as a foreign
policy tool. Despite extensive research on the effects of economic sanctions, there is a significant
gap in understanding the relationship between a target country's economic resilience and the success
or failure of financial sanctions. While studies have examined the immediate economic effects of
sanctions, less attention has been paid to the longer-term adaptive strategies and structural factors
that contribute to a country's ability to withstand financial pressures. Economic resilience is an
important goal for economic policymakers. By taking appropriate measures, countries can make
their economies more resilient to economic shocks and enjoy more sustainable economic growth. A
system that is more resilient to shocks and quickly returns to a stable equilibrium state before the
shocks is more resilient than a system that overreacts to shocks and takes longer to return to a stable
state. If economic resilience is not properly addressed, external pressures and shocks can cause a
country to lose its stability and even collapse. Economic resilience has been considered as one of
the main dimensions of a resilient economy (which is the cure for a country’s economic problems).
A resilient economy can absorb adverse shocks, including those resulting from sanctions, and
recover quickly. This resilience is often measured by the ability to diversify imports, resist harmful
feedbacks, and implement policies to reduce the costs of sanctions. Economic resilience refers to
the ability of an economy to resist and recover from external shocks such as sanctions. This includes
not only the immediate response to sanctions, but also long-term strategies that increase a country’s
capacity to absorb and adapt to economic disruptions. The interplay between resilience and the
credibility of sanctions is significant. A resilient economy can reduce the effectiveness of sanctions
and thus affect the foreign policy objectives of the sanctioning country. From a fiscal perspective,
resilience involves not only absorbing external shocks but also building up fiscal imbalances and
mitigating their correction. A macroeconomic stability framework that includes prudential,
monetary, and fiscal policies can help achieve this resilience. Such policies should focus on
preventing the slow build-up of unsustainable fiscal imbalances and on making orderly adjustments
when necessary. The performance of sanctions (success or failure) directly depends on the economic
resilience of the country in question. Countries with high economic resilience are more resilient to
sanctions. These countries have strong financial reserves, diversified economies, and strong
governance structures. They also have strong trade relations with other countries, which can help
them circumvent sanctions. For example, countries that are independent of oil and other natural
resources and have diversified and innovative industries may perform best against sanctions, and
vice versa. On the other hand, resource abundance can significantly affect the performance of
sanctions through the “resource curse.” The “resource curse” refers to the phenomenon where huge
revenues from natural resources such as oil create wealth for society and improve economic
processes. In countries with abundant natural resources, it is possible to create wealth by selling
these resources and boost economic growth. However, in some of these countries, the misuse of
natural resources can lead to an expansion of the role of the state in the economy, increased rents
and corruption, and ultimately reduced economic efficiency (Jahani-Raini et al., 2007). This
phenomenon can affect how sanctions affect these countries. Resource abundance can help countries
under sanctions to reduce the negative effects of sanctions through revenues from the sale of these
resources. However, the resource curse can lead to heavy dependence on natural resources,
corruption, mismanagement, and social inequality, all of which can reduce a country’s ability to
cope with sanctions. In general, the success or failure of sanctions in resource-abundant countries
depends on how these resources are managed and the country’s ability to cope with the challenges
posed by the resource curse. In this paper, the relationship between economic resilience and natural
resource abundance on sanctions performance in 70 selected developing countries is examined and
empirically analyzed using the Logit-Probit panel model. In this framework, two questions are
raised: First, do economic resilience and natural resource abundance affect sanctions performance
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(success and failure)? Second, does natural resource abundance moderate the effect of economic
resilience on sanctions performance? In order to answer the above questions, the second part is
devoted to a review of the research literature, which discusses the theoretical foundations and
background of the research. The third part describes the methodology and research model. The
fourth part examines the results of the model estimation and estimation, and the fifth part discusses
conclusions and suggestions.

Methodology

In this study, the effect of economic resilience and natural resource abundance on the performance
of sanctions in 70 selected countries over the period 1970-2022 has been examined using a logit-
probit panel approach.

Results and Discussion

A country's economic resilience can play a very important role in dealing with sanctions. A country's
ability to withstand and deal with sanctions depends on its economic resilience. A country's
economic resilience can help it deal with sanctions and reduce their effects. To achieve this goal, it
is necessary to pursue appropriate policies for the development and diversification and flexibility of
export and import markets, as well as for the implementation of appropriate economic policies and
appropriate regulation of the country's economy. These measures can help the country prevent the
negative effects of sanctions and maintain its economic performance. Therefore, given the
importance of this issue, the present study examined the effect of economic resilience and natural
resource abundance on the performance of sanctions in selected developing countries during the
period 1970-2022 using a logit-probit panel approach. According to the research results, the
coefficient of economic resilience was negative and significant, which indicates that with increasing
economic resilience, the success of sanctions decreases (negative coefficient) and the failure of
sanctions increases. The coefficient of natural resource abundance is positive and significant,
indicating that the greater the abundance of natural resources, the greater the probability of sanctions
success (positive coefficient) and the lower the probability of sanctions failure. Also, the interaction
between economic resilience and natural resource abundance on the performance of sanctions is
positive, as the abundance of natural resources reduces the negative (reducing) effect of resilience
on sanctions.

Conclusion

The results of estimating different models show that, first, economic resilience has a negative and
significant effect on sanctions performance. Accordingly, countries with greater economic
capability are more likely to be able to overcome the negative effects of sanctions. Secondly, the
abundance of natural resources has a positive and significant effect on the performance of sanctions,
Third, the interaction effect of economic resilience and natural resource abundance on sanctions
performance is positive, such that natural resource abundance reduces the negative (reducing) effect
of resilience on sanctions performance. Within the framework of the results, it can be predicted that
improving economic resilience and countries' access to natural resources can affect the effects of
sanctions in target countries.
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Abstract

Price fluctuations in energy markets significantly influence the economies of energy-exporting
countries like Iran. This study investigates the impact of natural gas price changes on Iran’s
real exchange rate and current account balance from 2001 to 2021 using a Structural Vector
Autoregression (SVAR) model. Results reveal that natural gas prices have a significant negative
effect on the real exchange rate, indicating that rising gas prices strengthen the domestic
currency due to increased foreign exchange earnings. However, the effect on the current
account balance is not statistically significant. Additionally, gas prices positively and
significantly influence Iran’s gross domestic product (GDP).Impulse response analysis shows
that shocks to gas prices do not significantly affect the real exchange rate or trade balance.
While such shocks temporarily reduce GDP during the first two periods, their impact is not
significant thereafter. The findings highlight the crucial role of natural gas price volatility in
shaping key macroeconomic indicators like the real exchange rate and GDP.From a policy
perspective, reducing economic vulnerability to energy price shocks is essential to enhance
macroeconomic stability. Diversifying income sources and decreasing reliance on energy
exports are recommended strategies to mitigate the adverse effects of gas price fluctuations.
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Introduction

Price fluctuations in natural gas, the second most important energy source after oil in Iran, play a
crucial role in shaping the country's economic and financial dynamics. Given Iran's reliance on
energy exports, understanding the implications of natural gas price changes is essential for
policymakers and economic analysts. This study examines the impact of natural gas prices on Iran's
real exchange rate and current account balance between 2001 and 2021, employing a Structural
Vector Autoregressive (SVAR) model. The model enables a comprehensive analysis of the
relationships between natural gas price changes and macroeconomic indicators by incorporating
impulse response functions and variance decomposition.

Methodology

This study employs a Structural Vector Autoregressive (SVAR) model to examine the relationship
between natural gas prices and macroeconomic indicators, including the real exchange rate, current
account balance, and gross domestic product (GDP). The SVAR model allows for analyzing
dynamic interactions between these variables by incorporating impulse response functions and
variance decomposition. The impulse response functions provide insights into how a shock in natural
gas prices affects macroeconomic variables over time, while variance decomposition quantifies the
contribution of gas price fluctuations to the variance of each variable. The study utilizes data
spanning from 2001 to 2021 to capture long-term trends and relationships.

Results and Discussion

The results of the SVAR model indicate that natural gas prices exert a negative and statistically
significant effect on the real exchange rate. This suggests that an increase in natural gas prices
strengthens the national currency, leading to a reduction in the real exchange rate. However, despite
the negative coefficient of natural gas prices in the current account balance equation, the effect is
statistically insignificant. The lack of a significant relationship between natural gas prices and the
current account balance may stem from the unique structure of Iran's economy, particularly its high
dependence on imports of goods and services. This finding highlights the need for a reassessment
of trade and import policies to optimize the benefits of increased gas export revenues.

Moreover, the study finds that natural gas prices have a positive and statistically significant effect
on GDP, underscoring the potential economic benefits of rising gas prices. This relationship suggests
that higher natural gas prices contribute to economic growth, reinforcing the importance of strategic
energy investments. Policymakers can leverage increased global gas prices to stimulate economic
expansion by investing in energy infrastructure and improving the management of gas export
revenues. Such measures would ensure long-term economic stability and sustainable development.

To further analyze how the real exchange rate, trade balance, and GDP respond to natural gas
price shocks, impulse response functions and variance decomposition were conducted. The impulse
response analysis reveals that the real exchange rate does not exhibit a statistically significant
response to natural gas price shocks. Similarly, a one-standard-deviation positive shock in natural
gas prices does not have a significant effect on the trade balance, except in the second period, where
it leads to a decrease of approximately seven units relative to the baseline scenario. Additionally,
the results indicate that a natural gas price shock negatively impacts GDP in the first two periods;
however, this effect becomes statistically insignificant from the third period onward.

Variance decomposition analysis provides further insights into the evolving role of natural gas
price fluctuations over time. The contribution of gas price volatility to the variance of the real
exchange rate increases from 12% in the first period to 54% in the tenth period, suggesting a growing
influence of gas price movements on exchange rate fluctuations. Similarly, for the current account
balance, the share of gas price fluctuations rises from 1% in the first period to 43% in the tenth
period. This finding implies that while the impulse response analysis does not show a significant
effect of gas price shocks on the current account balance, the volatility of the current account balance
remains substantially influenced by gas price fluctuations over time. Lastly, variance decomposition
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for GDP indicates that the contribution of natural gas price fluctuations to GDP variance increases
from 31% in the first period to 44% in the tenth period, demonstrating the progressively significant
impact of gas price movements on economic growth.

Conclusion

These findings underscore the substantial role of natural gas prices in shaping macroeconomic
variables such as the real exchange rate, current account balance, and GDP. While the short-term
effects of natural gas price shocks on these indicators may not always be statistically significant,
their influence on economic volatility becomes more pronounced over time. Given the increasing
importance of natural gas in the global energy market, Iran must adopt policies that mitigate potential
negative effects of price fluctuations while maximizing economic benefits.

From a policy perspective, the study emphasizes the need for strategies that reduce economic
dependence on energy exports and promote revenue diversification. Policymakers should consider
implementing mechanisms that stabilize exchange rate fluctuations resulting from natural gas price
changes. Additionally, efforts to expand non-oil exports and develop industries less susceptible to
energy price shocks could enhance economic resilience. Investments in alternative energy sources,
infrastructure, and value-added industries within the energy sector can also contribute to long-term
economic stability.

Furthermore, improving the management of gas export revenues is essential to achieving
sustainable economic growth. Establishing sovereign wealth funds or stabilization funds to manage
excess revenues during periods of high gas prices can help cushion the economy against external
shocks. Such funds can be utilized to finance productive investments, infrastructure projects, and
technological advancements that foster economic diversification. Additionally, enhancing trade
policies to reduce reliance on imports and promote domestic production could further strengthen the
economy’s ability to absorb external shocks.

In conclusion, the study highlights the crucial influence of natural gas price fluctuations on Iran’s
macroeconomic indicators, particularly the real exchange rate, current account balance, and GDP.
While short-term effects may not always be statistically significant, the long-term implications of
gas price movements on economic volatility and growth are evident. To mitigate risks associated
with energy price fluctuations, policymakers should focus on reducing reliance on energy exports,
diversifying revenue sources, and improving economic resilience through strategic investments.
These measures will enhance macroeconomic stability and contribute to sustainable economic
growth in the face of evolving global energy dynamics.
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