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The Impact of Government Monetary Policy on Deflating Asset Price Bubbles

Esmail sazvar

Tehran Electrical Distribution Company — Iran

Abstract

The purpose of this study was to investigate the impact of government monetary
policy on deflating asset price bubbles. The present research is a descriptive and
correlational study, in terms of objective, applied and data type a quantitative and a
field research. In order to achieve the goal of the research, the monetary policy
variable was converted into two contractionary monetary policy and expansionary
monetary policy by the money supply series and the Hodik Prescott filter And the
impact of government monetary policy on deflating asset price bubbles were
investigated in the form of a ARDL model. The statistical population of the country
was Iran and the Central Bank of the Islamic Republic of Iran and data collected
using a library sampling method and field survey. Variables stationary were
performed by the generalized Dickey Fuller test that results showed that just onr
variable is not stationary at level and of course it was stationary at first difference
level. Finally, analysis of data by short-term and long-term ARDL model indicated
that Short-term and long-term contraction policies significantly reduce bubble
prices, and expansionary policies increase asset bubbles.

Keywords: Price bubbles, expansionary monetary policy, constructional monetary
policy.
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