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FEDERAL RESERVE BALANCE SHEET
CONTRACTS BY 10.7% (YOY) IN DEC 2024

160% Federal Reserve Assets Growth (Year-Over-Year)
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Javid R. F Shirazi

EDITORIAL:

WHY INFLATION
AND HOW
INFLATIO?

@ Iran's economy has faced numerous challenges in recent
years, among which the most significant include fluctuations
in the prices of foreign currency, gold, oil, international
sanctions, the imbalance between government revenues and
expenditures, and the debt of banks to the central bank.
These factors have directly and indirectly contributed to
rising prices and inflation in Iran. In this note, we examine
the relationship between these variables, the reasons behind
price increases, and methods to combat them.
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The Relationship Between Currency, Gold, Oil, and Sanctions

International sanctions, particularly oil sanctions, have
severely reduced Iran's foreign exchange earnings. Qil, as one
of the country's primary sources of foreign currency revenue,
plays a key role in economic stability. The decline in oil exports
due to sanctions has reduced the supply of foreign currency in
the market, increasing pressure on the exchange rate.
Simultaneously, with the decrease in foreign exchange
earnings and the growing consumption needs of the
population, the demand for foreign currency in the domestic
market has risen, leading to an increase in the exchange rate.
The rise in the exchange rate directly affects the prices of
imported goods and exacerbates inflation. As stability in the
market diminishes, investors and the public seek to preserve
the value of their assets. Gold, as a safe asset, is often sought
after in such conditions. The increase in the exchange rate and
inflation has driven up demand for gold, leading to higher gold
prices in the domestic market. It is important to note that oil
not only serves as a source of foreign exchange earnings but
also influences the value of the national currency. With the
decline in oil revenues due to sanctions, the devaluation of the
national currency and the rise in the exchange rate are not
coincidental.

The Imbalance Between Government Revenues and
Expenditures

Sanctions and the decline in ail revenues have significantly
reduced government income. This has led to a budget deficit.
On the other hand, the government resists cutting
expenditures, and government spending has increased due to
rising current expenses, subsidy payments, and infrastructure
projects. This imbalance between revenues and expenditures
has widened the budget deficit. To compensate for this deficit,
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the government has turned to borrowing from the central
bank. This has increased liquidity in the economy and
intensified inflation.

The Debt of Banks to the Central Bank

Due to an imbalanced financial structure, banks have
accumulated significant debt to the central bank. These debts
have increased the monetary base and liquidity in the
economy. The rise in liquidity resulting from banks' debt to the
central bank has increased demand and, consequently, prices.
This has directly impacted inflation.

Reasons for Price Increases

Another reason for persistent double-digit inflation s
sanctions, which have reduced foreign exchange earnings,
limited access to global markets, and increased transaction
costs. These factors directly contribute to rising prices. At the
same time, the increase in the exchange rate raises the prices
of imported goods and raw materials. This directly affects the
prices of consumer goods and services, further fueling
inflation. In times of economic instability, inflationary
expectations rise. Individuals and businesses, anticipating
future price increases, boost their demand for goods and
services, which exacerbates inflation.

Methods to Combat Excessive Price Increases

Reducing dependence on oil revenues and developing non-oil
exports can help increase the supply of foreign currency in the
market and ease pressure on the exchange rate.
Simultaneously, implementing appropriate policies to control
the exchange rate, such as managing supply and demand in
the foreign exchange market, can prevent severe fluctuations
in the exchange rate. Supporting domestic producers and
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reducing reliance on imported goods can also help alleviate
inflationary pressures. This requires creating a suitable
environment for the development of domestic industries and
reducing production costs. Additionally, implementing sound
monetary and fiscal policies, such as controlling liquidity and
reducing the budget deficit, can help lower inflation and
enhance economic stability. However, without transparency in
financial markets and efforts to combat corruption, controlling
inflation seems unrealistic, as one of the prerequisites for
controlling inflation is increasing public trust and reducing
price volatility, which corruption and lack of transparency do
not support .

Furthermore, raising public awareness about the factors
influencing prices and methods to preserve asset value can
help reduce speculative demand and control prices.

Conclusion

In conclusion, it is important to recognize that the relationship
between currency, gold, oil, and sanctions in Iran is complex
and multifaceted. International sanctions and the decline in oil
revenues, as key factors, have led to the rise in the exchange
rate, inflation, and gold prices. Additionally, the imbalance
between government revenues and expenditures, along with
the debt of banks to the central bank, has contributed to
worsening inflation and rising prices. To combat excessive
price increases, it is necessary to implement appropriate
economic policies, support domestic production, and reduce
dependence on oil revenues. By adopting suitable measures,
economic stability can be achieved, and the pressure on
people's livelihoods can be alleviated.
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INTRODUCTION
TO TYPES OF
GRELN INVESTMENT

Financial News - Green investment encompasses a wide
range of human activities aimed primarily at reducing
harmful environmental impacts and creating a sustainable
future. These investments occur in various sectors, each with
its own specific advantages and disadvantages. Below, we
introduce some of the most important types of green
investments and provide a brief overview of them:
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Renewable Energy

Pros: Reduction in greenhouse gas emissions, decreased
reliance on fossil fuels, creation of new job opportunities .
Cons: High initial costs, dependence on weather conditions (in
some cases), need for appropriate infrastructure .

Types: Solar, wind, hydro, geothermal, biomass.

Energy Efficiency
Pros: Reduced energy consumption, lower energy costs,
increased efficiency .

Cons: Requires initial investment for equipment upgrades,
complexity of some technologies .

Types: Building insulation, use of energy-efficient equipment,
improvement of industrial processes.

Waste Management
Pros: Reduction in environmental pollution, resource recovery,
energy generation from waste .

Cons: High waste management costs, need for advanced
technology .

Types: Recycling, composting, energy generation from waste.

Clean Transportation
Pros: Reduced air pollution, decreased traffic congestion,
improved public health .

Cons: High infrastructure costs, need for development of
charging networks for electric vehicles .

Types: Electric vehicles, public transportation, cycling.

Sustainable Agriculture
Pros: Improved soil quality, reduced water consumption,
increased biodiversity .

Cons: Higher production costs, need for technical knowledge .

Types: Organic farming, precision agriculture, conservation
agriculture.
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Water Desalination and Treatment
Pros: Provision of safe drinking water, reduction in water
stress .

Cons: High energy costs, production of wastewater.

Green Buildings
Pros: Reduced energy consumption, improved indoor air
guality, increased productivity .

Cons: Higher construction costs, need for special materials .

Types: Buildings with green certifications such as LEED.

Biodiversity Conservation
Pros: Preservation of ecosystems, protection of endangered
species, improvement of ecosystem services .

Cons: High costs of protecting conservation areas, need for
local community involvement .

Types: Establishment of protected areas, restoration of
degraded habitats.

Sustainable Urban Development
Pros: Improved urban quality of life, reduced pollution,
increased productivity .

Cons: Need for precise and long-term planning, resistance to
change .

Types: Development of public transportation, creation of
green spaces, reduced energy consumption in buildings.

Clean Technologies
Pros: Reduced pollution, improved efficiency, creation of new
job opportunities .

Cons: High research and development costs, need for
appropriate infrastructure .

Types: Water purification technologies, rechargeable
batteries, recycled materials.
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Factors Influencing the Choice of Green Investment:

1-Investor Goals: Each investor has different objectives. Some
seek higher financial returns, others aim to reduce investment
risk, and some focus on creating social and environmental
impact.

2- Risk Tolerance: Some green investments carry higher risks,
while others are lower risk.

3-Investment Duration: Returns on green investments may be
realized in the short or long term.

4-Legal and Regulatory Constraints: Various laws and
regulations in the green investment sector can influence the
choice of investment type.

Note: Green investment is a dynamic and evolving field.
Technologies, policies, and markets in the real world are
rapidly changing. Therefore, it is advisable to consult with
financial and investment experts before making any
investments.
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