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Table (1) Descriptive statistics of the considered variables over the years 1988-2017

(22,0) Olyuss o o PLIn 4SS Sl Glil .Sk BV
CV (percentage) Maximum Minimum Std.dv Mean variable
o,lkee) (55,58 wlyolo 335
(Ys
68.83 4.35 0.37 1.48 2.15

Value of agricultural exports
(billion dollars)
S5kkee) (g5,5liS il lg b3 )]
(Yo
100.45 7.70 0.07 221 2.20
Value of agricultural imports
(billion dollars)
GYo o)ldee) 5l 5158
3400 1.93 -4.18 1.36 -0.04 Trade balance (billion
dollars)

(Ub)) sl Fge ) &5
109.92 6470.22 107.28 1999.69 181917 Real effective exchange rate
' (Rials)

&)l Sy sla 55 GDP
(Yo o llw) Q\)ﬂ
40.59 6483.54 1963.39 1469.14 3619.47 .
GDP of Iran's trading partner

countries (billion dollars)
(Yo o,lls) oI GDP
Iran's GDP (billion dollars)

18.81 563.82 269.19 79.94 424.93

Source: Research findings Gebos sloazdl:aiis
GOl Sy leyeiS b plnl (65)5leS sl gaxe Sls)ly 5 Dljolo mpe ¥ sz 50
GireS 5 (e dalie Joaz (nl & az gl b icesl ool (315 VYYY-AF Slejosly (b
Wlodgy (9 05 9 Glhe laysiS o 4 olpl 5palaS sladgame Slysle ol
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Table (2) the share of export and import of agricultural products of Iran with the
eight countries investigated in the period of 1988-2017
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china Iraq Emirates Turkey South Korea  Afghanistan India Germany Share/country
111 50.69 18.56 5.45 0.27 11.76 3.07 9.09 =hste
Export
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Import
Source: Research findings Gebos slaazsl:aie
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Figure (2) Exchange rate variation of the considered countries during the period of

1998-2017
Source:Unctadstat (2018)
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Table (3) Results of ADF, KPSS, DF-GLS and PP tests for the variables

PP (yg031 KPSS (yg03! DF-GLS (49031 ADF (9031
PP test KPSS test DF-GLS test ADF test
ol ghe Jels ghe s gl ase oS ghe Lo e
Jol 4,0 ools Jsl 45 e osls Jsl 45 e osls Js! osls Variables
First Data First Data First Data First Data
difference level difference level difference level difference level
Ao )l 25
-5.043* -2.080 0.0419 0.147* -3.281%* -1.756 -4.969* -2.049 e
Real effective
exchange rate
* * *k o Q‘)‘l‘ GDP
-4.066 -0.891 0.984 0.159 -2.301 -1.386 -4.068 -0.896
Iran's GDP
<5 5 GDP
6)125
-1.939* 1.684 0.065 0.162 -2.454** -1.337 -2.646*** 0.106
GDP of trading
partners
s 5l
-7.656* -2.984 0.087 0.119* -5.431*** -3.281 -6.187* -2.036
Trade balance
Source: Research findings (***, ** and * are significant at 1, 5 and 10 percent) Geios sloasdlaie

S i Fge 3l 25 oy (Sl Gladdolas jo (bypd uil)ly (Glawal [LE; 0>
1545 o053 VAR s 59m5] ol ool e .t edzmins (ARCH-LM) LM 5051 52,k
ob,ly (Slaedl sla 3l 0g3g o cIYS gosg s e g ko] Ll 5l a0 00 il o
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Table (4) Results of estimating parameters of GARCH models for the logarithm of
real effective exchange rate

SAARCH APGARCH SAGARCH EGARCH sohily
Parametr
0.06 1.29 0.40 -1.28 (0]
(0.18) (0.18) (0.19) (0.01)
0.05 -0.13 0.05 -0.23 a
(0.84) (0.58) (0.79) (0.14) 1
0.86 0.03 0.31 -0.69
(0.00) (0.95) (0.52) (0.00) :31
0.39 0.86 0.43 0.64 Y
(0.00) (0.00) (0.21) (0.02)
- -0.25 - - A
(0.74)
-38.99 -37.86 -43.12 -41.16 LL
89.99 91.72 94.25 92.32 AIC
99.94 105.03 100.9 100.51 BIC

Source: Research findings (The numbers in parentheses are the significance levels of the parameters)
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Table (5) Results of estimating the dynamic model of ARDL in the long and short run

J=! to,Ll o g oo ol

P-value t statistic coefficient Variable name
slo,5:25 GDP (v 5

0.012 3.40 5.86 olnleles Sy

GDP logarithm of Iran's
trade partner countries
SRl g0 5yl £ i, S
0.029 2.73 0.61 logarithm of real
effective exchange rate
Olpl GDP o5 15
GDP logarithm of Iran

0.010 -3.53 -8.62

s e, glaglus
b yige
Fluctuations of real
effective exchange rate
Logarithm
daLajél ASL“M)-"LT JL&.C'
0.015 -3.19 -2.06 imposing economic

sanctions

0.079 -2.06 -0.80

DaeolisS (55Ul (slacay 15 051
Estimation of short-run model
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logarithm of real
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Table (5) Results of estimating the dynamic model of ARDL in the long and short run
White test(LM)=0.17 (0.385)  Skewness=8.09 (0.620)

kurtosis=1.99 (0.158) Breusch-Pagan test=0.78 (0.375) R* =083
Source: Research findings Gebos slaassliain
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Extended Abstract

Introduction

Agriculture as the oldest production and economic activity, plays a very
important and fundamental role in the economic development of developing
countries. In Iran, agriculture has appropriate situations because of suitable
climatic conditions and the ability to export the products of this sector.
participation of this sector in foreign exchange and trade can make it a growth
engine. In the last three decades, export has been the most important engine
of economic growth, which has increased economic growth by increasing the
productivity of production factors. In this regard, the purpose of this study is
to investigate the effect of exchange rate fluctuations on agriculture trade
balance of Iran. The required data were collected over 1998-2017 from the
Iran's Central Bank, Customs, Statistics Center and the International
Monetary Fund.

Materials and methode

The behavior of countries' trade balances can be expressed in a reduced form
where the agricultural trade balance equation is a function of the exchange
rate, domestic real income, and real income of the country. Iran's trading
partner countries, exchange rates and economic sanctions imposed by the
United States of America. we have implemented models of the GARCH
family, namely nonlinear models to measure the volatility of real exchange
rates. Since the exchange rate volatility variables are extracted from the non-
linear GARCH models, they are expected to be stationary at the data level.
Therefore, according to the literature, the ARDL model is a suitable model
that has been applied to estimate the Iranian agricultural trade balance.
Although unit root tests ADF, PP, KPSS, DF-GLS have been used to study
stationarity properties of variables.
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Results and discussion

The ADF, PP, KPSS, DF-GLS unit root tests were applied and the results
showed that the variables were stationary at the first order difference, 1(1).
The conditional mean equation was estimated for the ARCH effect was
tested. The results indicated that the exchange rate variable had a non-ARCH
effect, meaning that good and bad news of the same size had a different effect
on the trade balance. Nonlinear ARCH models were applied to express the
asymmetric effect on the trade balance. Based on the results of the EGARCH
model was selected as a suitable model. The findings confirms that the effect
of increasing and decreasing of the real effective exchange rate shock is (0.41)
and (-0.87) respectively. In the following, the ARDL model for the
relationship of Iran's trade balance with the eight major trading partner
countries (including Germany, China, India, Turkey, Iraq, Afghanistan,
South Korea and the United Arab Emirates) were utilized to examine short-
term and long-term effects. The results of Band F-statistics in ARDL model
indicates existence of a long-run equilibrium relationship between Iran's
agricultural trade balance with Iran's GDP variables, GDP of Iran's major
trading partners, real effective exchange rate and its fluctuations. This is
consistent with theoretical foundations that the real effective exchange rate
and GDP of the trading partner countries have positive and significant effects
on Iran's agricultural trade balance. The results also showed that real effective
exchange rate fluctuations had a significant negative effect on Agricultural
trade balance in the long-run, but do not have a significant effect in the short-
run.

Suggestion

According to the results, it is suggested that the government takes measures
to improve trade in Iran's agricultural products through the removal of
economic sanctions and trade barriers, and the conclusion of tariff
agreements, in addition to the Central Bank of Iran controlling exchange rate
fluctuations.
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