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Given Iran's persistent chronic inflation, identifying the causes of this phenomenon is of great
importance. The literature emphasizes the importance of the monetary base in understanding
inflation, and it seems crucial to examine the correlation between the components of the
monetary base on the one hand, their relationship with the monetary base on the other hand,
and ultimately the connection between resources, the monetary base, and inflation. Therefore,
this study investigates the dynamics of inflation resulting from the interaction between the
components of the monetary base, the monetary base, and inflation in Iran from April 2004 to
February 2023, using the Frequency Time-Varying Parameter Vector Autoregression (TVP-
VAR) approach. The findings indicate that although inflation has a short-term impact on the
monetary base, reflecting an intrinsic monetary issue, the effectiveness of the monetary base on
inflation persists in the medium and long term. Furthermore, considering the net impact of the
central bank’s assets on commercial banks' debt to the central bank, managing the expansion of
banking facilities during periods of increased government foreign income can be a significant
factor in controlling inflation.
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