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Abstract

The purpose of this research is to investigate the linear and non-linear effects of monetary
variables in Iran. The time period of the research is 1978-2022 and the effect of monetary
variables including the real exchange rate, exchange rate flexibility, money supply and
inflation on the stock price index was investigated using the autodistribution method with
extended intervals (ARDL). The results show that in the long term the effect of real exchange
rate is negative (coefficient -3.86), flexibility of exchange rate is positive (coefficient 1.14),
inflation is positive (coefficient 0.004) and money supply is positive (coefficient 0.158).) on
the stock price index. Also, the asymmetric effects of the real exchange rate flexibility
variable on the stock price index were evaluated with the NARDL approach. Higher values
of this index mean more stability in the currency market and vice versa. The results show that
the effect of positive changes in exchange rate flexibility on the stock price index is positive
and negative changes of this index are negative; Therefore, the asymmetry of the effect of
exchange rate flexibility on the stock price index is confirmed.

Keywords: Asymmetry; Stock Price Index;Nonlinear Autoregressive Distributed Lag
(NARDL), Exchange Rate Flexibility



