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Modeling the Long-Term Impact of Currency Policies on Economic Growth in Iran: A Systemic
Dynamics Approach

abstract:

Optimal exchange rate determination plays an important role in the competitiveness of domestically
produced goods over similar foreign ones. Determining different exchange rate policies will have a
different impact on macroeconomic variables, including long-term economic growth rates. In this paper,
an attempt has been made to simulate the impact of exchange rate changes on national production by

using system dynamics using the system dynamics model for the period \¥4# to V¥Y.. The model is

simulated in four different ways: exchange rate stabilization, multiplier jump, initial increase and
continuous exchange rate increase based on the difference between domestic inflation and the average

\



global inflation. The results show that with the stabilization of the exchange rate, Iran's trade balance has
always been negative, except in the early years. GDP is more stable than the exchange rate and a sudden
jump. Given the long-term positive impact of the floating currency management system on the trade
balance and production, it is suggested that the country's monetary policymakers put only floating
exchange rate management policies on their agenda.

Keywords: exchange rate changes, trade balance, economic growth,. Systemic dynamics
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