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Comparison of Markov Switching Autoregres-
sive and Self-Exciting Threshold Autoregres-
sive Models for Fluctuations of the Exchange
Rate of Iran

Mostafaei, H. R. and Safaei, M.
Department of Statistics, Tehran North Branch, Islamic Azad University,

Tehran, Iran.

Abstract: In early 2002, the enforcement on the policy of unification of
exchange rate caused dramatic decrease into nominal price of Iran’s rial
against the U.S. dollar per on unit. Thus, due to the existence of great and
sudden changes; it is impossible to use the linear time series for modeling the
fluctuations of the rate of Iran’s rial change against the U.S. dollar per on
unit. In this paper, the Self-Exciting Threshold Autoregressive and Markov
Switching Autoregressive models have been compared. Then it will be show
that only the Markov Switching Autoregressive model being able to display
the behaviors of the rate of Iran’s rial change against the U.S. dollar per on
unit.

Keywords: Markov Switching Autoregressive Model, Self-Exciting Thresh-
old Autoregressive Model, Fluctuations of Irans Exchange Rate.
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