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1- INTRODUCTION
Compulsory loan and its macroeconomic effects, especially its effect
on inflation, have always been discussed by economists in Iran. In the
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current research, the effect of credit compulsory loan on inflation has been
evaluated. In order to estimate the model we used data from 1990-2018.
The data have been measured by using vector autoregression (VAR)
method. According to the results of the research, it is suggested to replace
the policy of granting compulsory loan with other existing policies such as
product coupon and purchase remittance in the field of supporting weak
households and value chain financing to increasing supply.

2- THEORETICAL FRAMEWORK

Compulsory loan is a loan that is imposed on the banking system
according to the notes of the budget laws and other laws. In other words,
banks are responsible for granting assigned loans based on the approvals of
authorities outside the banking system. These loans are one of the
government's policies to support the vulnerable sections of the society.
Every year, in note 16 of the country's budget, a decision is made by the
government and the parliament in relation to the debt relief.

3- METHODOLOGY

In this research, the data is time series. To analyze the data we choose
from various models of the vector autoregression (VAR), which is actually
an unrestricted method in econometrics. the vector of variables is a function
of its own intervals and other endogenous variables. The vector
autoregression method has the following feature: all variables in this model
are endogenous, the results of the model in many cases are better than the
results of complex models; It is like simultaneous equations, estimation of
the model is simple.

4- RESULTS & DISCUSSION

According to the tests, it has observed that a one percent increase in
the compulsory loan will increase the consumer price index by 0.4 percent;
one percent increase in the nominal interest rate also leads to a 1.25%
increase in the consumer price index. Also, the effect of the instant shock of
the loan facility rate on the consumer price index and the nominal interest
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rate is not significant. Next, in the analysis of variance method, the
contribution of impulses entered on the model variables was evaluated and it
was found that in the 5 first periods (of 10 periods) the largest prediction
error of the consumer price index rate variable is explained by the LCPI
variable. From the 6th period to the 8th period, however, the explanatory
contribution of the nominal interest rate is higher. In the 9th and 10th
periods, the compulsory loan rate has the largest contribution in explanation
the variable prediction error of the consumer price index.

5- CONCLUSIONS & SUGGESTIONS

The budgeting system directly and indirectly affects monetary
policies. One of the channels of this influence can be followed in the budget
notes. Every year, in some laws of the country, especially in the annual
budget laws, the banking system is burdened with tasks, and in some of
these cases, due to the preferential rate of these loans, or in other cases, due
to the high default of these loans, the country's banking system has suffered
imbalance. In this regard, increasing of the monetary base was not only
through the growth of banks' balance sheets. Rather, the financial
dominance of the government and the impact of financial rulings on the
balance sheet of the central bank in the form of borrowing from the central
bank, buying government bonds has also caused the expansion of the
government's debt and the net foreign assets of the central bank, as well as
the monetary base.

Keywords: Compulsory Loan, Inflation, Nominal Interest Rate,
Banking Imbalance, Vector Autoregression.
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