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ABSTRACT

The impact of inflation uncertainty on the real sector is one of the topics of monetary
economics, which, having theoretical foundations at the microeconomic level, leads to
important effects at the macro level. Despite this, there is no consensus on how
inflation uncertainty affects output in the field of theoretical and empirical studies.
This relationship may be challenged by considering the conditions of countries with
natural resource rents. In addition, in the mentioned countries, there are many policy
challenges that cause the relationship between variables and policy recommendations
to change over time. Therefore, the current research tries to provide a new insight in
this field by selecting Iran's economy due to the experience of wide fluctuations in
inflation and the large share of oil in the economy. For this purpose, the seasonal data
of 1989 - 2022 and continuous wavelet transformation were used to investigate the
relationship between inflation uncertainty and output by different groups. The results
showed that in the short run, GDP and its components have experienced various
relationships in terms of intensity, direction and flow of causality with inflation
uncertainty. In the medium run and long run, output in the economy due to oil
revenues has a negative effect on inflation uncertainty. Based on this, achieving one of
the important goals of monetary policy is dependent on the real sector and specifically
oil rent, and due to the high concentration of oil in Iran's economy, this policy alone
does not necessarily lead to the expected results. Considering that inflation uncertainty
affects production in the medium and long term, it is necessary for the policy maker to
monitor changes in the real sector in order to control inflation uncertainty. In other
words, monetary policy in the medium and long term cannot necessarily reduce
inflation uncertainty with its tools. Based on this, the increase in international conflicts
and the decrease in oil revenues by making the economic environment have a bad
effect on the first and second order momentum of inflation. Therefore, the policy
maker must provide the requirements for increasing oil revenues. On the other hand,
the negative impact of the oil sector on inflation uncertainty has made the monetary
policy sterile. For this purpose, it is emphasized to reduce dependence on oil rent
through investing in sovereign wealth fund and using successful global experiences. In
this article, it has been tried to provide useful information and policy suggestions by
dissecting the relationship between variables in the time-frequency domain.
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