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Abstract The present study attempts to analyze the effect of the
financial accelerator component on the business cycles of the Iranian
economy by considering the financial friction in the process of obtaining
bank loans. In addition, the inclusion of banks 'capital adequacy ratio in
the model enters the role of banks' balance sheets in the occurrence of
financial friction in the Iranian economy. Weak credit rating of bank
customers in Iran makes it possible to use a document-based approach
to properly understand the financial friction in the credit system, instead of
using the inspection algorithm of lending banks and covering their costs
through different interest rates. For this purpose, a dynamic stochastic
general equilibrium model (DSGE) is designed in accordance with the
structural features of the Iranian economy, and is estimated using the
Bayesian approach and seasonal data in the period 2020-2009. The
results indicate that taking the financial sector into account leads to a
more accurate understanding of the fluctuations of business cycles in
the Iranian economy. This is determined by comparing the instantaneous
reaction functions of the main variables of the model in two scenarios
with different degrees of financial friction. The results of the study also
show that the changes due to the financial accelerator component in the
impact of monetary shocks and productivity are more noticeable than
other shocks.
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