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Abstract: 
The 2007 global financial crisis showed that financial 
cycles is one of the reasons for the fluctuations of 
macroeconomics and could create business cycles. If there 
is such a relationship, adopting an active policy response to 
smooth financial cycles seems necessary. The present study 
investigates the dynamics of the relationship between 
financial cycles with business cycles and the inflation gap in 
Iran's economy during 1990:1 – 2016:4. To accomplish this, 
first, a financial condition index for Iran's economy has 
been created. In addition, the causality test has been 
conducted in the frequency domain and available 
frequencies have been determined to predict economic 
growth whit the index. Then, in order to investigate the 
purpose of the research and analysis in the frequency 
domain and time-frequency domain, the new Maximal 
Overlap Discrete Wavelet Transform and Continuous 
Wavelet Transform tools are used. The results show the 
relationship between financial cycle and the business cycle 
in the short run and long run is bilateral and extremely 
unstable. In the medium run, the business cycle is a leading 
variable, but the phase difference between the two variables 
in the 1990s is different from those of the 2000s. In the 
medium run, the financial cycles have kept inflation away 
from its long run trend. But in the long run and after 2007, 
this relationship has been reversed. According to the results 
of the research, it is recommended that monetary policy 
makers, in addition to smoothing output and inflation 
around their long run trends, should also consider this for 
the financial sector so that the two objectives above can be 
achieved with lower error in different frequencies.  

  
Keywords: Financial Cycles, Business Cycles, Inflation 
Gap, Maximal Overlap Discrete Wavelet Transform, 
Continuous Wavelet �
JEL:  H24, F23, F21. 
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11. Kiyotaki & Moore (1997) 



��� �������������������&�'(�)��*��+�,���-���
 ��
��$" @",��.,��"�
(����,�.,�A:"��2
L�,$2,��.�	�
>�M�4����#��;>��,�????��

 

���,��4�%���N�O��?��
������
4��*"�E*G"� *"�#��;>��,�.,�$"�
(���EG"�#�,\_$o,


���.�=-���X�#�%$:c����,�	��*��17�R�:9�T!���?.
���.��

��Z2$&�R:(�D5��;J�=�,
>�����,$*9�$:ot*>�R->�,��#.�8�9,�#�%

���.$*42��� *"� +
>��"�?.
��=:(
>��.�
V4:�����5�� "�$;B�����.,.
p��,����,��"�#�,\_q��
*��� 2��$�� B2S%�.$42������A:"
>����,
*>

���,��=*:(
>�0���*�
��$"�	����R�:9�17�T!���.
7����Z����$o,
��"��$n2.�M$&��,�?.$7�r�.�������,
*BW� *"�	��*��A�5$*_�$*H���.


���
(���0�$o������*"�?.$*7�1*:V->�S:��.�8�9,�$"�,���X�$:ot>��,
>
�
*����H��,��� �5�2�E2,S5,�
(���0�$o��	����R�:9�E2,S5,��.��

��0�$*o�$o,�����7��,�	����R�:9�� ;:����.�?="�2�E2,S5,�M$8�

��17�#�I�]>�����#,S+,��,�
42�Q2$->��"������*;J�$*"�=*�,
>

:(�D5R��� *"�A4���A�5$_�$H���.��"�?=��"��,\_$o,�#.�8�9,�#�%
�1"�9�#��;>��,�.,�
(���t/B��#,$"�$n2.�
2,$;���
2,�,.��,
BW

?R�,��
8>��

��Z2$&� ���,�
(����,�.,��q
�;���.������.
*7�� *"�$;B��=B�,
>

O=�
��.�8�9,�
]:]J�EG"��.�Z�����
���������*nB"��=*��"�.
**7���.�
(�*��E*G"� *7�
�,.�*�����,$**"��*%�#

 2��$����
*��..$*��=2=+���7�#�$:��	,=G��,���#�,\_���?=�
*����

"���"�S:��
(���
>�`oQ2��>�� "�$;B����67�.�8�9,�#�•5��.$7

A��2$n�����=����$H�B��1•D����$"����nB"�#
���,�
���%��?.
�
��0�*��‚��#�%.�,=����,�
B:"��"� "�$;B��
(���EG"��.��,$-"


��0,��`�W,�#�@W,�#,$"�
(���
�
7��?..����S*:�� 2��$*���,��"��.
 2��$��E%�7� "�
��$;B��
]:]J�EG"��.�#�,\_���?.
*����.��


(���u$��,�'@�� "�.�����.�,
��A2,���B7��
���E2,S5,��"�=�,
>
.$s�,�����.�$*::c>�RVW� "�=:(
>�� ;:����.�?=��"��,$�%��$�"�€$�

 2��$��R�.�#�,\_�
��0,$::c>�p
!��?.
���
� "� +
>��" ƒ�X�F����E*G"�#�*%$:c���{:*����$��_��=��$7


��
(�����#�*%$:c���0����
��.�;2,�#,$"�
D`B���,
BW� "�=B�,
>
���,$*9�$H�=��#��;>��,�.,���$"����	�
>�$:H����67�.�8�9,����

=2=L�
��$"�#,$"�?=�$:_���%�������,�.,��*"�
(�*���,�.,�A:*"�
*�7$J

�	�
>�M�4����#��;>–��,=*%,��.�A2,��=�����19,=J� "� 7�
5
R��:��#,$"�����
������� "�
(
L�#�,\_��.��–��
*�����.��,
*>

O.,.��,$9�$H�=��,�� B2S_��

�����,�p����.���l�*G��,�,��
(���EG"��,�$:c���Q2��,
>

                                                      
1. Wait & See 
2. Fnancial Stress 
3. Spread 

�X���.$7�=B2����,�����[s��?R5$_�$H���.�EG"�A2,�17� *@",��
�����.$*7�
*��$"�,��	�
*>�M�4*����#��;>��,�.,��"�
(����,�.,�A:"

Y��,�p�����������
BV�*�7�$*:H��
��*]]-��f*�
>��=*���.������O
�d�v��,��4�%�����:7�7
�
��X������N�O�N�������<*2��,�$*:H���

��,$:4������P�O���
���A2Sn2�+�p����.�?�����#�*%$:c����,
*>
�Q2��.�,�����X�0�W6&,���<:7$>�$n2=42��"�,��
(���EG"����

�,��4�%���A�s��>��.$7� )6!�T!��N�����N�O�dP���*������
��w�,i���P�ON�N��Z:]->�#,$"��=��|2$D>�M=%� "� +
>��"�?�

��.�;B2,��f2,$�� "� +
>��"��b3�,�v�
C�?.�,.�R:-+�,�	�.�p��

����,$2,�.�8�9,�=B2�����,
BW� "�,��$:c���Q2��,
>���EG"�17

�$:c���Q2�l�G��,��"��b�:��o�vR5$_�$H���.�
(��–�����*^���
&� "
Q��"�
z�@W,�06:��>��
)
8!�EG"� "��%–�� 7�
2�%$:c��

��
*���x�*-(�=��,.�,��Q�2�� "�g
"$��0�W6&,�����,��b�*^(�o�v=�
*�
�;�X���Q*2�l�*G��,�.�,.�,��.
!�y�!�0�W6&,�$:c���$%� 7�
2

��.�$:c����*;B2,�� V„*���� */9�B��#,�����:*)
>���.
*"�=*%,
!�S*:�X� 
�����*"�?R*�,.�=*%,
G���,$�%� "�#.$"��7�1"�9���u
�V��
���:�

 +
>�" ������T!�*��Q*2�,=*�",�$*I�J�Z:]->��.��0�HJ6��A2,
����� *�,.,��.�?R*�,��=*��A2�=>��,$2,�.�8�9,�#,$"�
(���R:DI�

�
-����
(���R:DI��T!����"�f`>$��#$H��
��`���EB2S*_�#
?R�,��=����$���%$:c����

��

./0/���1���23�4
�5'����

T!��� "�g
"$��0�:".,�������*���.�
(�*��#�*%�������#.6:*�
R:�%,�?=��h$@�����R*��:����*]��,���:��4���.�
(���#�%$:c��

��������
(�*��f2,$*��T!�*��R!�*��#,$*"��S*:n�,�A:�*�G���
(
L

��l
�-�����,��4�%���
(
L
V;�X��.
������O���=:]W� "�?���

�
��*�:(
L�����
VB_���
�P�������O���R*�+� *���������.�
*V7�#$*:_

2,�,.�R�:9�g�`>�,�y
8!����.
*+��
(
*L�R��:����
(���#�%

,��O.�,.
2,�,.�R�:9�#S7$��Q��"��|(�����b,$*8-B��,��
(�*��#�*%
E:L�#,$"������R*�:9�R*�,�#��$*I��l��?.$*:_���7� "�	�
>�
B:"


2,�,.���.$�*�_�T!���Q2��,�
/G"�
(���#�%����� *7�=B*��"�$*>

��A::D>�#S7$��Q��"�f�
>���…��?.
����%���
*&����Q*��"� *7

R�:9�0�`o� �3�D5��
&� "�=2�"��R�,�	�
>�0�`o�
L��.�#S7$��

2,�,.������%��=%.��,$9�$H�=��,��
(���#�%�����A*2,�.
+���"�?�
 ��.�#=B"���,�$:c���Q2�EB2S_��"� @",���.�
YV�-��0�2$H����%

                                                      
4. Antonakakisa et al. (2015) 
5. Thompson et al. (2015) 
6. Montagnoli & Napolitano (2004) 
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1. Monetary Condition Index (MCI) 
2. Goodhart & Hofmann (2001) 
3. Mayes & Virén (2001) 
4. Goldman Sachs 
5. Bloomberg 
6. Deutsche Bank 
7. Koop & Korobilis (2014) 
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8. Gaglianone & Areosa (2016) 
9. Risk Premium 
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11. Ma & Chen (2014) 
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1. Torrence & Compo (1998) 
2. Breitung  & Candelon (2006) 
3. One Shot Measure 
4. Spectral Analysis 
5. Fourier Transform 
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9. Wavelet Coherence 
10. Smoothed Cross-Wavelet Spectra 
11. Smoothing Operator 
12. Squared Wavelet Coherency 
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14. Torrence & Webster (1999) 
15. Three-Dimensional 
16. Loh (2013) 
17. Phase Difference 
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1. Aguiar-Conraria & Soares (2011) 
2. Leading 
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4. Bartlett's Test 
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3. Cross Correlation 
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1. Edge Effect 
2. Cone of Influence 
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