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The stability of the exchange rate and the foreign exchange market has a
special role for Iran's economy from various aspects. This is because
exchange rate fluctuations have wide-ranging impacts on both the domestic
and foreign sectors of the country's economy, and they also increase the
likelihood of various types of economic crises in the country's economic
environment. In this context, the present study focuses on identifying the
most important variables affecting exchange rate behavior using seasonal
data during the period of 1997-2022. In this regard, this study is focused on
identifying the most important variables affecting the behavior of the
exchange rate volatility. To achieve this goal, the index of exchange rate
volatility has been extracted using the Generalized Autoregressive
Conditional Heteroskedasticity (GARCH). Then, considering the extensive
changes and transformations that have been occurred in the internal and
external situation of the country's economy, the necessity of using dynamic
models with variable regression coefficients has been emphasized. Thus, the
most important factors affecting the behavior of this economic variable have
been identified in the framework of the Time-Varying Parameter Dynamic
Model Averaging (TVP-DMA). Findings of this research indicate that the
highest amount of exchange rate fluctuations occurred by the end of 2013, in
which the variables of the past amount of exchange rate fluctuations,
government budget deficit, inflation, economic sanctions, liquidity,
uncertainty of economic policy and the expected inflation of pepoles has
played a key role in the behavioral changes of the exchange rate, respectively.
© 2023 Published by Semnan University Press. All rights reserved.
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2, Posterior Model Probabilities
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Variable | Mean Max. Min. Std. Skewness | Kurtosis Jarque-
Bera
statistic
ERV 5.12 4.92 1.21 8.29 2.99 13.38 616.84
INF 5.00 11.37 -1.13 2.78 0.72 2,51 10.11
EG 3.29 17.10 -11.30 5.35 -0.53 3.49 5.92
BOP 58.85 4562.29 -1158.17 514.64 6.51 58.76 14074.96
BD 13.38 8798.47 -4223.08 | 1124.17 4.52 40.28 6319.21
M2 6.35 16.12 -1.07 2.70 0.39 4.01 7.13
UEP 20.51 466.75 -87.62 85.17 2.51 11.52 421.04
DTO 0.46 40.19 -35.45 13.99 0.29 3.25 1.81
FD -0.28 41.85 -25.11 9.05 1.12 7.89 124.35
CT 483.22 | 5245252 | -1052.50 | 5177.25 9.96 100.51 42513.31
FDI -38.79 167.49 -4840.31 479.42 -9.89 99.60 41733.03
PS 1.72 51.91 -18.36 8.89 2.27 13.12 528.26
RIR -4.33 2715.00 -1899.00 345.49 3.07 47.13 85.23
E(INF) 4.94 11.37 -1.13 2.75 0.77 2.63 10.80
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