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1- INTRODUCTION

Today the war and military attacks is not suitable solution for political
conflicts between countries. All of countries desire to use economic
sanctions as an effective tool in the international policy. Economic sanctions
are used when a country decide to conceal international rights or human
property or it treat the national benefits of other countries. Often the effects
of sanctions are remarkable. Sanctions have heavy effects on the economy
of countries. In addition, many experts believe that sanctions have negative
effect on economic elites and even it can lead to financial crisis although its
badly effects on the groups of low income of society is noticeable. Hoverer,
sanctions increase of poverty and intensive the income inequity of the
country. In many researches it approved those sanctions not only create
economic damages but also it creates many social costs.

United States in new cycle of sanctions, has raised the diversity of
sanctions and has defined sanction in firm level. This issue has damaged
intensively the economy of Iran. Sanctions against Iran caused the decrease
the reserves of exchange, boycotts of financial transactions, the high
fluctuations of exchange rate and hyperinflation.

2- THEORETICAL FRAMEWORK

Equilibrium of exchange rate in the floating system is determined by
the mechanism of market. The main aim of exchange policy is the maintain
of the domestic currency value, the optimum situation of foreign reserves
and guarantee of the foreign sector stable without any risk about domestic
equilibrium and the stability of the macroeconomic as a leading of economic
growth. Iranian economy has some flaw cycle that one of them is the
government’s high dependency to the oil revenue. Hence, the shocks of oil
and exchange rate influenced the economy of Iran and has adverse effects
on its framework.

The sanction of the exports of commodity, sanction of central bank of
Iran and exchange rates shocks and fluctuations, has affected adversely the
performance of production sector.
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In the other hand, the sanction of central bank of Iran caused many
problems about the opening of letter of credits (L/C). This issue decreased
the amount of the import and also increased the transaction cost of the
import. Hence, we predict that the decrease of the import of raw materials
and intermediate capital goods, will influence adversely the flow capital and
the cash flow of the corporations. One of the essential problems of the
international sanctions is the drippled of bank system and also foreign banks
don’t collaborate with the domestic banks. In result many firms cannot
provide favorite raw material, intermediate goods and capital goods. The
other problem that firms deal with it is the high-level risk of the investment.
Where the ambiguity of economic conditions, increase this type of risk.

3- METHODOLOGY

The recent article is in the field of macroeconomic. In this paper we use
the regression approach. In order to apply this instrument, we run four
econometric models that independence variables are value added,
profitability, performance cash flow and investment activities.

Independent variables are exchange rate, foreign investment, retail price
index, import of intermediate goods, sanction, inflation rate, size of
corporation, growth of GDP, growth of TEPIX, growth of liquidity, quality
of sale, quality of profit, property of government and rate of return of assets.
The time period of this article is from 2010 to 2020.

4- RESULTS AND DISCUSSION

In this paper we examine 4 hypotheses. First hypothesis was that
sanctions (before and after JCPOA) has a moderate role in the relationship
between the fluctuations of exchange rate and the value added of firms. Our
results showed that this hypothesis is approved for all sectors. Second
hypothesis was that sanctions (before and after JCPOA) has a moderate role
in the relationship between the foreign investment and the domestic firm’s
investment. Results of the estimation of regression model showed that this
hypothesis is approved for all sectors exception automobile sector. Third
hypothesis was that sanctions (before and after JCPOA) has a moderate role
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in the relationship between the retail price index and the firm’s profitability.
The Results of the model showed that this hypothesis is approved for all
sectors exception automobile sector. Fourth hypothesis was that sanctions
(before and after JCPOA) has a moderate role in the relationship between
the import of raw material, intermediate goods and capital goods and the
firm’s operational performance. Our Results showed that this hypothesis
was approved just for total sample of the model and chemical sector.
However, this hypothesis was rejected for automobile, medicine and steel
sectors.

5- CONCLUSION AND SUGGESTION

Our finding showed that the sanction has a remarkable role in the
economy of Iran special in the analysis of the firm level. Four hypothesis of
the recent article is approved for many sectors that indicate the sanction
effected economic sectors in an adverse concept.

We suggest these policy recommendations:

a- Government and central bank conduct favorite exchange policies in
order to achieve a stable exchange rate.

b- The decision makers of the stock exchange market extent their
collaborates with the knowledge base corporations. Because these
corporations can product of some import raw materials, intermediate goods
and capital goods in the country.

Keywords: Exchange Rate Fluctuations, Foreign Investment,
Sanctions, Corporate Performance Indicators.
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