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Abstract 
The  

The purpose of this paper was to examine the relationship between currency 

crises and periods of boom and bust in banking credits in Iran. For this 

purpose, the time-varying coefficients approach has been used over time for 

the period of 1989-2022, as well as the control variable of economic boom 

and recession. The currency crisis index is based on the dummy variable, the 

credit cycle index is calculated based on the periods of boom and bust in 

banking credits, and the economic cycle is also based on the periods of boom 

and bust in production using intermediate filters. The results obtained from 

this study indicated that the currency crisis had an effect on the occurrence 

of the cycle in granting and production facilities, and it was also observed 

that the shock caused by the economic cycle also had an effect on the 

intensification of the currency crisis and the credit cycle in the banking 

system. Considering the two-way relationship between the currency crisis 

index and credit cycles in Iran's economy, it is suggested that monetary 

policy makers in different conditions of economic boom and recession, as 

well as in the conditions of credit cycles, should refrain from implementing 

surprising and aggressive policies. Shocking the currency market has 

prevented the currency crisis from having the least negative impact on 

economic variables. 
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 Time varying parameter vector auto-regression 
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 Hylleberg, Engle, Granger and Yoo 
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 Ghysels and Perron (1993) 
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 Ghysels et al. (1994) 
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 Christiano - Fitzgerald 
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 Wildi and McElroy 
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CREDIT Non-cyclical Cycle

Asymmetric (time-varying) Filter
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1
 Two-sided weighted moving average 
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