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L(E) 0.12 0.000 0.10 0.003
L(ERU) 0.23 0.001 0.31 0.004
L(PE) 0.56 0.000 0.48 0.001
L(PR) 0.28 0.006 0.23 0.005
L(PW) 0.32 0.004 0.28 0.001
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aadg ol 0 1 2 3
Lag
O = le oylel jlade -1.89 2.22 #3.06 -1.18

Schwartz-Bayesian criterion

v\..:L;u.n )qu S 90 didy ol o)LL-a Ceodle s
*:Star sign is chosen lag.



Y40 QM})K\:{ c(js a)Lc...fb ‘()%41?40\;‘3-9} L;Lbui..hj};dqu\"f’

oyl olasy s Sy 05y polie iSlas g

Jolaz ol s ‘Siuub.:‘ o2 sla Lo o dlasd
oyl GLQQBA)"“ 5! ol Cawody b Sl Y 47

o 03031 bl Joe QL g (Smod 42 33 (i . Jgor
Table 6. Determination of cointegration rank and model selection based on Trace test
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H, H, Statistic Critical value in 95% Probability value in 95%
r=10 r=1 108.15 69.81 0.00
r=1s= r=2 58.19 47.85 0.00
=2 =3 23.15 29.79 0.23
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*: Mark starred rejects the null hypothesis and there are two cointegrating vector at 5% level.

o519 ST (39051 ol Joo Sl 5 (Koot 42 )0 onsi ¥ Jgur
Table 7. Determination of cointegration rank and model selection based on Maximum Eigenvalue test
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H, H, Statistic Critical value in 95%  Probability value in 95%
r=10 r=1 47.32 33.87 0.00
r=1= r=2 35.76 27.58 0.00
=2 r=3 13.54 21.13 0.19

il oo 10 paw o (Siililen o 98 3929 9 e and B0 leliw cudle

*: Mark starred rejects the null hypothesis and there are two cointegrating vector at 5% level.
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In (E;) = 12.33 — 0.16ln (ERU,) + 0.25In (PE,) + 0.12In (PR,) — 0.05In (PW,) o)

(1.2)  (-2.75) (2.01)
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Table 8. Determination of relationship between the variables in short-run
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Independent variables Coefficients t Statistic
D(LERU (-1)) -0.24 -3.05
D(LERU (-2)) -0.17 -1.98
D(LPE(-1)) 0.12 2.09
D(LPR (-1)) 0.35 243
D(LPR(-2)) 0.15 3.07
D(LPW(-1)) -0.06 -2.43
ECM -0.66 -2.1
C 0.43 1.65

gemal Jao g pugliwgrpuilag> ( Sililea
)5 8 ose3T o550 s o sl

30 5y Sllug as ols las sl cwsy gl
Ol 2 Sylsime 5 e Sl Deaily 5 DoaaslisS
P93l o) & Sllog @ azgi b o)l olhaey ol olo
G5 Sladulw (95 )0 5)l 25 Sllug 4 azy
ozl gy (o) Geizped Ml se Sooal Jgaze
aelys Gl o sk R Gl £ Sliley
OB aiS ole o 5o olpl Cuxden ¢ TaS olo
e OlSl a4 axgr Lclls wales liacs s
Sedse dpogs H9iS olyaey Slsle )l &5 llugs
Sz )0 g pasuie )l g5 Slilug p e Jelse &S
b &8y 50 090 ST o 3Y slaciulow dapyl 23,
sul g 5l E5 Sl g S5 Ser placal
oS g obml o5 Jlesl golaidl SL3L Lalys
ols Cu el (6,l0,55 5 cdnngi 5 Gl slaasly
5 Gomoske 5 2 5kee Gl ol Jlis 4 g asy5e 50
2 RIS ST sanarey 5 Gbylib Sloas Spp
9 0,0 Jyaze cnl lyolo azel )5 5 g Gl

d‘m‘ﬂ’.' Q‘)‘ic} cs’Let> )‘)L o Q‘)?.‘ (o L;M-"ﬁ‘ [y

by
1- Generalized Auto-Regressive Conditional
Heteroskedasticity
2- Auto-Regressive Conditional
Heteroskedasticity
3- Engel

4- Bollesolv
5- Mean Equation
6- International Financial Statistics
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Abstract

One of the fundamental problems of Iran’s economy is its dependence on incomes gained from oil and oil
products to get rid of which different policies and solutions always are considered by the country’s
development plans. Increasing agricultural exports is one of such solutions. Saffron is one of the
important exports of Iran. Exchange rate volatility is a key and yet ambiguous factor in exporting
agricultural products. Therefore, in this study, the effect of exchange rate volatility on Iranian saffron
exports was analyzed in both short-run and long-run. Accordingly, exchange rate volatility index using
the generalized auto-regressive conditional heteroskedasticity model (GARCH) was calculated. Then, the
effect of exchange rate volatility on saffron exports using the Johansen-Juselius co-integration test and
vector error correction model (VECM) was studied. The results showed that there is a negative and
significant relationship between the exchange rate volatility and saffron exports in short-run and long-
run. Likewise, the results showed that the export price and the domestic production of saffron have a
significant and positive impact and wholesale price of saffron has a significant and negative impact on the
exports of this product. Thus, policies to control and stabilize the exchange rate and economic conditions
should be applied.

Keywords: Exchange Rate Volatility, Generalized Auto-Regressive Conditional Heteroskedasticity
Model, Saffron, Vector Error Correction Model.



