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Abstract
Objective: The relationship between monetary policy shocks and total deposits of banks are
one of the main important issues in monetary economics and banking literatures and has been
considered empirically in recent years. Hence, the main aim of this paper is to evaluate the
relationship among these variables by applying dynamic panel data approach for 23 private
and governmental banks during the 2008-2019.

Method: For achieving this purpose, at first the inflationary environments have been
extracted by Markov- Switching and then, by utilizing dynamic panel data and GMM
estimator the short-run relationship between variables have been tested.

Results: The empirical findings of this paper indicated that the first order lag of bank
deposits has a positive and significant effect on the volume of deposits in current year and its
amount is equal to 0.17. Also, the variable of the interaction of liquidity growth rate with
severe inflation environments and banks 'legal reserve ratio has a negative and significant
effect on private banks' deposit volume and the variables of long-term deposit interest rate,
real GDP growth rate and liquidity quality have a positive and significant effect on deposit
volume. State-owned banks are positive and meaningful, consistent with theoretical
expectations. The deposit profit rate has positive and other monetary policy variables such as
liquidity growth rate and rule of deposits ratio and cross effect of liquidity money growth
with inflationary environment have negative impact on the total deposits of Banks. Regarding
the negative and significant effect of the interaction of liquidity growth rate with high
inflation environments, it can be argued that with increasing liquidity and increasing demand,
the general level of prices increases and consequently inflation rate increases and the
economy enters a severe inflation environment, so expect as inflation intensifies, demand for
deposits in banks will decrease and the incentive to invest in alternative environments such as
the foreign exchange market, gold and other assets will increase. In addition, the value of
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Abstract

Sargan test statistics indicates that the null hypothesis is not rejected and the instrumental
variables defined in the model are valid. Because the value of this test statistic shows that the
instrument variables defined are not correlated with the error terms. It is worth noting that in
this estimate, due to the shorter period of time under study, the second-order interval of the
volume of deposits of private and state-owned banks is considered as an instrument variable.
According to the results of Arellano & Bond, it can be inferenced that the order of self-
correlation between the disorder sentences was of the first order. Therefore, this method is a
best method to eliminate the fixed effects of the model.

Conclusion: Considering the negative and significant effect of the interaction of liquidity
growth rate with inflationary environments on the deposit volume of the banking sector, it is
suggested that economic policymakers apply contractionary monetary policies to control and
decrease the volume of liquidity and control the general level of prices and inflation. Provide
calm and gentle inflationary environments as well as increase the investment of individuals
and legal entities with banks and help increase their deposits.
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