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Modeling Factors Affecting Inflation in Iran's Economy and
Comparing It with Selected Industrial Countries Based on VAR
and Panel-VAR Models
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Abstractc

The purpose of this study is to investigate the effect of the variables of the theory of quantity of
money on inflation. Up to this extent

Measure the impact of economic growth, liquidity growth and growth rate of money circulation
on inflation. In the other words Set this theory seeks to identify and explain the behavior of the
demand for money and how its effectiveness or impact of economic variables on the behavior
of these variables. The purpose of this study was to investigate the influence of variables on the
quantity theory of money on inflation. To do this, Iran and the 6 industrialized countries in two
separate models simple VAR and Panel-VAR estimates and compared. Research data includes
1994 to 2019. Also estimated the models were done using the software stata 12.

The results show that inflation with lag and velocity of money with lag is a significant and
positive impact on inflation; this result both in Iran and in the 6 industrialized countries is true.
The other result of this research is that in the 6 industrialized countries, inflation more affects
velocity of money with lag. While in Iran, inflation more affects liquidity with lag. This shows
that there is a clear difference between the nature of inflation in Iran and industrialized countries.
Therefore it is recommended that in Iran for Control inflation Inflationary monetary policy to
be used by governments.

Keywords: Quantity Theory of Money, Iran, VAR model, Panel-VAR model.
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