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The impact of budget deficit on real exchange rate in iran
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Abstract

The real exchange rate is one of the most important macroeconomic variables in any country. It identifies
the degree of competitive power of the country in international economics. Therefore, to avoid exchange
rate volatility one needs to determine its main important causal factors. The purpose of the present paper is
to identify the main determinants such as the terms of trade index, budget deficit, non-oil exports, and
liquidity of real exchange rate in Iran during Y4YY-Y+« 4, Our findings based on the estimated regression
models using Eviews ° software indicate a positive and significance impact of terms of trade and liquidity
on real exchange rate, whereas non-oil exports and government budget deficit were negatively related to
real exchange rate.
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