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The primary objective of this study is to investigate the impact of
economic shocks on consumer inflation in Iran over the quarterly
period 2009:Q1 to 2022:Q1 (1388:1-1400:4). To this end, two
complementary methodologiesRandom Forest with Recursive
Feature Elimination (RF-RFE) and Bayesian Vector Autoregression
(BVAR) were employed. The first-stage results using the RF-RFE
approach indicate that among 42 economic variables across seven
categories, five key determinants—including producer price
inflation, oil and gas sector value-added, quasi-money, market
exchange rate, and currency in circulation play the most significant
roles in explaining consumer inflation fluctuations. Subsequently, the
BVAR model was utilized to analyze the impact of these variables
over a 10-period horizon. Impulse Response Function (IRF) analysis
reveals that shocks to producer inflation and the exchange rate exert
strong, positive, and significant effects on consumer inflation in the
short term. Conversely, oil and gas value-added shocks act as a
stabilizing and mitigating factor for inflation in the long run.
Furthermore, Forecast Error Variance Decomposition (FEVD)
demonstrates that the exchange rate plays a dominant and escalating
role in explaining inflation volatility, with its contribution rising from
zero in the first period to over 60% by the tenth period. These findings
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underscore the critical importance of exchange market stability as the
focal point of policy interventions for long-term inflation control.
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