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The current study aims to test the relationship between inflation rate anc
exchange rate in Iran as two key indicators of economic performance. For thi:
purpose, the monthly data of the period 1370:1-1402:4 and the quantile-by
quantile regression method have been used. The results show that there is :
positive, symmetrical and non-linear relationship between the two variables
and the effect of the increase in the exchange rate on inflation is more severt
than the effect of the increase in the inflation rate on the exchange rate. At
increase in inflation causes an increase in the exchange rate, but this issue i
not the same in different quantiles of the exchange rate. In the low quantile:
of the exchange rate (quantile 0 to 4/0), the effect of inflation on the exchangt
rate is greater than in the median quantile (5/0). In this way, in the lov
quantiles, its coefficient is around 8/0 and in the middle quantile, it is less thar
4/0. Also, in the quantiles above the middle, the effect of inflation on the
exchange rate increases again, and its greatest effect is in the high quantiles o
the exchange rate, where this coefficient reaches more than 2/1. Also, the
effect of increasing the high quantiles of the exchange rate (4/0 to 95/0) on the
low quantiles of the inflation rate (0 to 2/0) has been more intense than it
effects on the high quantiles of the inflation rate.
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