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Abstract:

Using Markov Switching model, this paper studies the
nonlinear effect of oil price volatility on investment in
Iran as an oil-rich country for the period 1984:1-2015:4.
More specifically, it examines whether the oil price
volatility has asymmetric effect on investment. To
approach this goal, volatility of OPEC oil price is
estimated by Exponential GARCH (EGARCH)
model.The results of Markov-switching model with FTP
approach indicate that the effects of oil shocks on
investment behavior are separable into two regimes. In
other words, the impacts of oil shocks on investment in
Iran economy over the booms and recessions are
asymmetric. Moreover, our finding shows sanctions
imposed by the US against Iran affect investment
behavior negatively. We also find that 2008 financial
crisis doesn’t affect investment decision. Furthermore,
we find out that an improvement in the institutional
quality enhances the investment demand. Our findings
might have important policy implications for
government in Iran. It also provide essential information
for companies.

Keywords: Investment, Oil Price Volatility, Iran,
Sanction, Markov-Switching.
JEL: D25, C34, D81.

*Corresponding Author: Mahboubeh Jafari

d9-bs e laidl A wre Jolgs Sl (o b & g Sl
ol G e e 4 3 oabaidl Sllugs Lol LY §) Sy asl
Slogemsad o Sygl ki Cnd Gl (adpd SIS () Al
Ols=is @ olplslazdl (gly VEVF —\YAFY 0,00 Job ;o (g)liS 4l puo
Jie 5l Bam pl 4y abcaws gl Al (15 plie Sl (2 )9S S5
Jie §l o3lisasl Ly € Cagd lugs 5 00 odlisil Siomdsw g8l
odlizl b Jde 3591y ol .l 0 551 (EGARCH) Ll ¢,8
oo ol 56 &5 caal o] S (FTP) b Jlaial b oy
A lagS @ Al o a3y 90 4 SIS BB ()18 Aoy Hl8) i
ialS i Cad Ol Sl (BB GLiebl pae iy 93 2 5
il e Gl w2y 99 50 o Sl bl o e (58 4k
Slasora o o lizel Sl el s Ceagd 1 o8l lisabll ol s
Canl o 5 (Sl Jse 3yl 5l Jols ol (pmizmen .ol (6158 alo s
e olmloladl s (g liSaleys (il 4 ol CutsS dge &S
il LSy el g g 31 08 Jlas] slapn o5 I (8 > sl 005
b Cpmiomen ol 4l (6 )iSalopw p Lite (6l ! sl
Oyl sliaidl 5 (6188 a ke pus Sloweuas Yoo A Jlo o0 aS 00l oyl
Sl 1y ote SLeMbl Wlgs o ol o) ol 0315 513 80 cos
S o § (&S sl A 45 eolatdl el K2y 5 g

LS pnlyd )l gl o yuo

2l S ey (g5 aleye (Gl Saells
SiSgw B85l ¢yl ]
D81 «C34 D25 :JEL S Xudiul>

E-mail: mh.jafari @shirazu.ac.ir



Soaodgw B8 Hlo (6% 5,08 1 )]l sl j3 (ol w o o JliBy ) Cuod e )»L :Ls).b:e a5

d)ﬁf)l_ﬂ\_g L oje> ‘_')g.‘ 3D 04 fb;ﬂ Slalas 9 Caw ob)f
OIS oo g cods oo o b3l )it (slagS]
022 St g O)lie g & C Caed laljEl g lals
B9y ol )0l Caud Sl VAN Jlo pd Lol L3545 o0
O el dlaly o5 0b Corgo o] bgi S 4 (g2Laid]
8 ey 3y5e odlaill shcld § b cund Ol
3pSlos o ite U5 il coagd yil58l 45 15 0,8
ol 0395 oo o lgen o] Lials @l gl Lol azily (ool
ol Lgl.b)ﬁ.&o u‘)...uu w‘}u O)L&'Lo Lghbs,ﬂl L}’..I)-.‘t-!
GBS S L pice & dogi LS (gt (e 4 )
Caadl .ol a8l ials VAL and lawlgl | s sla oo
Sle e (e sl Shg meos ) wy JWl gedge
89 HdyS zyleo g idian gy ol (0 S Sliasdl
i il glse ]y T Siomsgw G5 )Lo sLa s
2 odd zylao cale (bl b slaiy Jed sla i,
I8 WU eoss oy JLisl L g8 aleyw lasenss
stsS B il oolaidl 85, 5355, Slawy x5 o0
ool Sy blos a3 9 (S oy as L 5yl
Sl cpl pfyde 0y (S5 dlo g 43 (g liS ey (sl
S alo s 5 005y JEsl b dlasly 5 Sl Olllas cosdll
Gl 04 plool o eiSt
5,5 b p L as cul fpl 5 adllas ol po
8y s Cosd g Sl gy sl (S et 0558
ot 3l 4o b e @lodl j3 ol slasil ,> ¢ )liSale o
glate (clas) JSb 4 dlds cpl )0 (dgr Jod e L puil
ylate glayiohl bl 03y o (99 > <ol gla el L
Sl el ons a8 8 a5 > cuglate (slapsfy oy
48,5 )5 @ Sizdaw B )l Jdo cBun cpl 4y ol
Sl & brajy om 53 e e b3)S0g; cpl )3 ol 003
3l Ol o 5 <ol slajyiall b (las sl e
aS Conl cpl Jdo op) oo 1 00 (S i dnlgo
b cla Joe 5 Lal 33,5 o )9l a5y Jl Jless
ol d9bioe 3590 Iime S0 4 )y y2 sl il

4. Markov Switching
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1. Wang et al. (2017)
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3. Knack & Keefer (1995)

4. Mauro (1995)

5. Hall & Johnes (1999)

6. International Country Risk Guide (ICRG)
7. Goldfeld & Quandt (1973)
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1. Transient Region
2. lumpy
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