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Abstract Investment is a critical driver of economic growth; however,
investment levels in Iran have exhibited a declining trend in recent years.
Economic sanctions, as instruments of political and economic pressure,
exertwide-ranging effects on the national economy, the business environment,
and investment activity. This study investigates the asymmetric effects
of economic sanctions on investment in Iran. To measure sanctions,
the study employs the novel sanctions index developed by Laudati and
Pesaran (2023). Constructed through systematic content analysis of major
international newspapers, this index provides a quantitative measure of the
intensity of sanctions imposed on Iran and closely reflects key historical
episodes of sanction escalation. Using quarterly data from 2009 to 2023 and
applying the Nonlinear Autoregressive Distributed Lag (NARDL) approach,
the study examines the asymmetric relationship between sanctions and
investment. The findings reveal that investment responds asymmetrically to
sanctions: the imposition of sanctions exerts a significant negative effect on
investment, whereas the easing of sanctions has no statistically significant
impact. In addition, economic growth positively influences investment, while
interest rates also exhibit asymmetric effects. The study’s primary contribution
lies in combining the NARDL methodology with a novel sanctions index,
enabling a more realistic assessment of investment behavior under sanction
conditions.
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