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Abstract

The term of trade’s shocks, as one oflthe(main sources of economic fluctuations
in developing economies that affects macroeconomic variables, including private
saving, is one of the important factors determining capital formation and economic
growth and development of countries. Iran is one of the countries that earn a large
part of its export revenues from the exports of oil resources. Therefore,
considering the dependence of Iranian economy on oil revenues and the important
role of private saving in economic growth and development of the country,
investigating the factors affecting private saving, including the effect of term of
trade volatility, is of great importance. Few studies have examined the effect of
term of trade’s shocks on private saving and, to date, no study has been carried
out on this issue in Iran. Therefore, the present study uses the time series data of
1360 to 1396 (1981-2017) to study the effect of term of trade fluctuations on
private saving in Iran. In this study, using GARCH model, the amount of
fluctuations of the country's term of trade relationship was calculated for for these
years. The effect of the effect of term of trade’s shocks on private saving was
investigated using the ARDL and Error Correction Model self-explanatory
pattern. In order to study the stability of the model's coefficients, Cumulative
Residual Tests (CUSUM) and Cumulative Waste Squares (CUSUMQ) were used.
The results revealed a negative relationship between effect on the term of trade’s
shocks and private saving in the period under study.
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