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Abstract

The purpose of this research is investigating the reaction function of the monetary
policy maker in the framework of Taylor's laws and production targeting during the
seasonal the period of 1370:1-1398:4, with using the Dynamic Stochastic General
Equilibrium (DSGE) method and Bayesian techniques. Therefore, at first, a new
Keynesian (DSGE) model with investment adjustment costs, prices and real wage
stickiness, public sector and imperfect competition, along with various shocks is
designed and then with using Bayesian methods, we estimated and compared these
models on the data of Iran. The results have shown that first; The impact of monetary
policy shocks on the variables used in the models is in the same direction and the
Central Bank of Iran reacts less aggressively to the increase in production and inflation
rate than their steady state values. Secondly; The effectiveness of production variables
and inflation rate from monetary shocks of nominal GDP targeting law is more than
Taylor's law and mainly this law is preferred by the data of Iran. Third; With the
occurrence of a monetary shock within the framework of the aforementioned rules, the
variables of inflation and interest rates have decreased simultaneously, which indicates

the suitability of the variable of interest rate as a tool for the monetary policy maker.
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