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Inflation, as a structural and persistent issue in the Iranian economy, has
remained at high levels for decades, significantly impacting macroeconomic
variables and social welfare. This study examines the factors influencing
inflation in Iran from 1988 to 2022 using the nonlinear autoregressive
distributed lag (NARDL) model within the framework of the New Keynesian
approach. Inflation expectations are estimated using the Hodrick-Prescott
filter and the Kalman filter. The results indicate that the models estimated
with both filters yield highly similar outcomes, confirming the robustness of
the findings. Furthermore, the study reveals that variables such as the output
gap, inflation expectations, budget deficit, and exchange rate significantly
influence inflation. The findings also highlight the asymmetric effect of
inflation expectations, where an increase in expectations leads to greater
inflation persistence. Additionally, inappropriate fiscal policies exacerbate
inflationary pressures by worsening the budget deficit. Based on these
findings, policymakers should implement comprehensive and coordinated
strategies to manage inflation expectations, reform fiscal policies, reduce the
budget deficit, stabilize the exchange rate, maintain balance in production
and demand markets, and enhance the transparency and predictability of
economic policies.
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