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Impact of Macroeconomic Indicators on Agricultural Trade Balance

Mohammad Mehdi Farsi Aliabadi', Reza Moghaddasi'& Omid Gilanpour®

Abstract:

This paper examined long run and short run dynamics relations between agricultural trade balance and
macroeconomic indicators in Iran. Johansen Cointegration test has used to examine long run relation and Vector
Error Correction model (VECM) has used to examine short run dynamics. This methods was applied during the
period of (1361- 1386).

Main result showed that agricultural value added, real exchange rate, tariff and economic openness index had
positive and significant impact on agricultural trade balance while disposable income, food whole sell price index
had negative and significant impact on agricultural trade balance. Finally, the VECM results implied the error
correction term did not have significant impact in this regression.

Finally , agricultural trade balance would enhanced, if government increased the real exchange rate and provided
an open economic condition.
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Keywords: Agricultural sector, trade balance, value added, real exchange rate, Vector Error Correction
model.
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