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Executive Summary

After experiencing major structural shocks in 2012 and 2018, Iran’s foreign exchange
market entered a new phase of structural adjustment in December 2025. The rise in the
exchange rate during the first nine months of 2025, together with the persistent non-oil trade
deficit, indicates that current exchange rate fluctuations are largely driven by a decline in the
real purchasing power of exports, as reflected in the income-based terms of trade.

While the vast majority of countries worldwide operate under a unified exchange rate
regime, Iran remains among a small group of countries with multiple exchange rates. This
system has created significant distortions, fostering rent-seeking behavior, corruption, and
disruptions in supply chains.

During the first nine months of 2025, approximately USD 9.24 billion in preferential foreign
exchange was allocated, 77 percent of which was directed to the agricultural sector. Despite
this allocation, prices of essential goods for final consumers continued to rise, demonstrating
the limited effectiveness of subsidized exchange rates in controlling inflation. At the same time,
the Central Bank’s heavy reliance on administrative and enforcement-based controls, including
digital monitoring platforms, has resulted in a USD 30 billion backlog in foreign exchange
allocation and an estimated USD 20 billion in unreturned export proceeds over the past year.
These outcomes suggest that the policy of nominal exchange rate stabilization has failed.

If fiscal and monetary imbalances persist, the equilibrium exchange rate is expected to
increase further in 2026. A critical development is the acceleration of adjustment cycles:
whereas exchange rate shocks and price adjustments previously unfolded over several years,
they now occur within two to three quarters. This rapid adjustment has severely undermined
economic predictability, posing serious risks to production activities and threatening the profit
margins of employment-intensive, construction-related industries.

To address current challenges, the report proposes the following policy directions:

e Implementing a clear roadmap toward exchange rate unification and eliminating
import-related rents

e Replacing judicial and punitive approaches with market-based mechanisms for
managing foreign exchange obligations, including the introduction of FX maturity
instruments and formal recognition of the export clearance market for genuine exporters

o Establishing multilateral clearing funds to facilitate barter arrangements and reduce
reliance on physical U.S. dollars

e Creating incentive mechanisms to attract investment from Iranians abroad

e Abolishing mandatory foreign exchange surrender requirements for small and medium-
sized enterprises, while concentrating regulatory oversight on large quasi-state
corporations
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