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Abstract

The unstable state of macroeconomic indicators such as gross domestic product (GDP),
investment, and inflation rate, as well as the disproportionate level of high volume of cash
held by private individuals versus the low volume of liquidity in manufacturing firms, have
always been a significant problem in Iran's economy. In this respect, the relationship among
the stock market, bank deposits, and speculation in the foreign exchange market, and also,
the central bank’s role in directing liquidity between them to affect the macroeconomic
indicators are important. The current study evaluates this subject for 1988-2018 using a
system of simultaneous equations and the three-stage least squares (3SLS) method. The
findings indicate that there has been a significant negative relationship among the stock
market, bank deposits, and foreign exchange speculation. The stock market and bank
deposits have had a significant positive effect on investment and GDP, and in contrast,
foreign exchange speculation has shown a significant negative impact. Conversely, bank
deposits have negatively impacted the consumer price index (CPI), whereas foreign
exchange speculation has shown a substantial direct effect. Finally, despite the existence of
a significant negative relationship between three financial markets in the Iranian economy
confirmed by the obtained results, the central bank has forfeited a considerable portion of its
potential effectiveness in directing liquidity between parallel financial markets to affect
nominal and real economic indicators due to interest rate repression.
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1- System Generalized Method of Moments
2- Seven, U. & Yetkiner, H.
3- Structural Vector Autoregressive
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1- Ordinary Least Squares
2- Vector Autoregressive
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1- Foreign Exchange Rate Speculation
2- Allen, F. & Gale, D.

3- Bank Deposits

4- Stock Market

5- Central Bank’s Net Foreign Assets
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1- Cash Holding

2- Consumer Price Index

3- USA Consumer Price Index

4- Interest Rate
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6- Gross Domestic Product

7- Economic Instability

8- Hodrick-Prescott Filter
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1- Military Expenditures to Gross Domestic Product Ratio
2- Pervious Period of Traded Stocks Value

3- Previous period of Bank Deposits

4- QOil Sales Revenues (In Rial)
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5- Previous Period of Consumer Price Index
6- Dummy Variable of International Sanctions on Oil Exports
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1- Trade Openness

2- Salahuddin, M. & Gov, J.

3- Zahonogo, P.

4- Akram, V. & Rath, B.

5- Human Capital

6- Musila, J. W. & Yiheyis, Z.

7- Ngare, E., et al.

8- Financial Development Indicator
9- Samargandi, N., et al.

10- Previous Period of Gross Domestic Product
11- Naeem, K. & Li, M.

12- Government’s Expenditures
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2- Input Imports

3- Households’ Consumption Expenditures
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5- Previous Period of Investment
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2- Levine, R. & Zervos, S.
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