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CrossMark

The objective of this research is to model the volatility of exchange rates in the
creation of foreign trade advantages within the framework of a resistance
economy system. The concept of a resistance economy has emerged in
response to international sanctions. Currently, the Iranian economy must
proceed based on sound principles to overcome international sanctions and
transform the threat of sanctions into an opportunity. These principles form the
foundation of what is referred to as a resistance economy. Monetary and fiscal
policies within this economic framework must be clearly defined, and there
must be a continuous evaluation of the objectives these policies aim to achieve.
To understand the direction that monetary and fiscal policies, among others,
should take, it is essential first to have a correct understanding of the Iranian
economy and its primary challenges. For instance, a policy may be
implemented with a specific goal in mind, but it may later become evident that
not only has the goal not been achieved, but we have also moved further away
from it. Accordingly, within the resistance economy framework, the primary
challenge facing the Iranian economy must first be identified. After that, the
correct approach to addressing the challenge must be determined, which will
then allow for a discussion on the nature of monetary, fiscal, and other related
policies. Exchange rate regimes and their fluctuations can have serious
consequences for a country's economy. Theoretically, the exchange rate affects
inflation, foreign trade, the capital account, and other key macroeconomic
variables. The results of the trade balance model indicate that the nominal
exchange rate has had a negative impact on the trade balance.
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EXTENDED ABSTRACT

The research presented in this paper examines the impact of exchange rate volatility on the creation
of foreign trade advantages within the framework of a resistance economy system. The concept of a
resistance economy has gained prominence in Iran as a strategic response to the pressures of international
sanctions. This study specifically focuses on the Iranian context, where economic resilience has become
critical to navigating and potentially transforming the adverse effects of such sanctions into opportunities
for sustainable economic growth.

The resistance economy is fundamentally about reducing vulnerability to external economic
pressures, particularly those arising from sanctions. This concept is rooted in the broader notion of
economic resilience, a term that has been explored extensively in economic literature. For instance, Saif
and Hafezieh (2013) discuss economic resilience as a form of strategic flexibility that enables an economy
to withstand and adapt to external shocks (Saif & Hafezieh, 2013). This approach is particularly relevant to
Iran, where the economy is heavily influenced by external factors such as oil prices and international trade
relations. As a result, the resistance economy emphasizes the importance of diversifying economic
activities, enhancing self-reliance, and reducing dependency on external sources (Asghari, 2016; Karim et
al., 2014).

One of the central elements of this study is the modeling of exchange rate volatility, which plays
a crucial role in shaping a country's foreign trade balance. Exchange rates directly impact a country's
inflation, trade balance, and capital account, all of which are key macroeconomic variables. The study
builds on previous research that has explored the relationship between exchange rates and trade. For
example, Sadiyah and Kamaruzman (2018) found a significant negative relationship between exchange
rate volatility and export performance in Southeast Asian economies. In the Iranian context, the exchange
rate regime is highly sensitive due to the country's unique economic and political challenges. The study
utilizes a trade balance model to analyze the impact of exchange rate fluctuations on Iran's trade balance.
The findings indicate that nominal exchange rate fluctuations have had a negative impact on Iran's trade
balance, exacerbating the already challenging economic conditions. This is consistent with the theoretical
understanding that exchange rate depreciation can make imports more expensive while making exports
cheaper, thereby improving the trade balance. However, in the case of Iran, where import dependencies
are high, this depreciation also leads to inflationary pressures, further complicating the economic
landscape.

Furthermore, the study highlights the importance of a well-defined monetary and fiscal policy
framework within the resistance economy. These policies must be continuously evaluated to ensure they
are aligned with the broader objectives of reducing economic vulnerability and enhancing trade
competitiveness. The resistance economy model, as applied in this study, also underscores the need for
structural reforms in Iran's economic framework. These reforms include improving institutional
efficiency, enhancing technological capabilities, and increasing the productivity of labor and capital.
These measures are critical for creating a more competitive economy that can better withstand external
pressures.

In conclusion, this research provides valuable insights into the complex interplay between
exchange rate volatility and foreign trade within the framework of a resistance economy. The findings
underscore the importance of a comprehensive and adaptive economic policy framework that can
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effectively mitigate the adverse effects of exchange rate fluctuations. By focusing on the Iranian context,
the study contributes to the broader literature on economic resilience and offers practical policy
recommendations for countries facing similar challenges. The implications of this research extend beyond
Iran, offering lessons for other countries that are grappling with the dual challenges of economic sanctions
and exchange rate volatility.
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