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The Impact of Budget Deficit and Monetary Policy Transparency on Exchange Rate Instability in MENA Countries
Using a Quantile Approach
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Department of Economics. Faculty of Social Sciences. University of Mohaghegh Ardabili. Ardabil Iran

[English] ssus
Background and Objective: Exchange rate instability. as one of the main challenges of MENA economies. negatively
affects economic stability. foreign trade and investment. This study aims to examine the impact of budget deficit and
transparency of central banks® monetary policies on exchange rate instability in selected countries in this region.

Methodology: The present study analyzes the impact of budget deficit and monetary policy transparency on
exchange rate instability in selected MENA countries using annual data from 2010 to 2022 and the wavelet quantile
model. This model allows for the examination of nonlinear relationships between variables in short-term. medium-
term and long-term time frames.

Findings and Conclusions: The results show that budget deficit and monetary policy transparency have significant
effects on exchange rate volatility. Monetary policy transparency in the short term and budget deficit in the short and
medium term have stronger effects while these effects decrease in the long term.

Conclusion: It is suggested that central banks in the MENA region reduce exchange rate volatility and strengthen
economic stability by increasing monetary policy transparency and optimal budget deficit management.
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