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Abstract

The purpose of this study is to investigate the impact of banks' liquidity shock on
excess reserves and macroeconomic variables. In order to analyze the results, the
dynamic stochastic general equilibrium method was used in terms of the structure
of the banking system in the period of 1402-1370 based on the frequency of
seasonal data. In the statistical analysis section, the effect of the shock from the
bank's liquidity on their excess reserves, as well as a selection of macroeconomic
variables, was compared and evaluated. Based on the obtained results, it can be
stated that the liquidity shock from the banking system has led to an increase in
their surplus reserves and has also led to the growth of production. Also, the
liquidity shock has led to an increase in the inflation rate and exchange rate in the
economy. The obtained results showed that the bank’s liquidity shock has an effect
on the lending process through the channel of excess bank reserves and affects the
performance of the banking system. Based on this, it can be said that banks, in
facing the liquidity shock, first increase the amount of precautionary liquidity,
which is done by increasing the amount of excess reserves, then, simultaneously
and in parallel, the yield of cash assets without risk. That is, they raise the deposit
interest rate. Based on the obtained results, it is recommended to prevent liquidity
shocks from the banking system on the economy by using conservative and
unconventional policies.
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