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Investigating the impact of domestic and foreign shocks on
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Abstract

The present study seeks to investigate the impact of domestic and foreign impulses on the trade balance
of Iran during recession and economic boom. For this purpose, the effect of the study variables during
the period of 1990 to 2021 is investigated by using the rotation model and Markov switching regime
change. according to the model estimation results; Negative impulses of exchange rate, oil price,
liquidity, inflation, interest rate of facilities and economic sanctions during the recession have a negative
effect on the trade balance. Also, the positive impulses of the exchange rate, oil price and liquidity in
the boom regime have a positive effect on the trade balance. According to the results, structural changes
in the economy, sanctions, economic policies of the government have affected the trade balance. The
negative effect of negative oil price and exchange rate shocks on the trade balance during the recession
is fully consistent with empirical expectations and economic theory. So that the amount of exposure of
the economy to the period of recession for the time frame investigated in the present research is 16
periods against 15 periods of prosperity. Considering the wide consequences of changing internal and
external impulses on the performance of Iran's economy, the management of impulses is very important.
This has become more important in the current state of the country's economy, especially with the
increase in economic sanctions and the jump in the unofficial exchange rate in the open market.
Keyword: Domestic impulses, external impulses, trade balance, Markov switching regime change
model
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