Economic Research and Perspectives
Original Research Article/ Vol.26, No.1, 2026, pp: 199-228

Tarbiat Modarcs
University

https://dx.doi.org/ 10.48311/ecor.2025.27942

Fluctuations in Employment, Wages, and Central Bank Reserves

Mahla Afsharpour?®
Mehdi Nejati*

, Seyed Abdolmajid Jalaei 2, Hossein Akbarifard?

1. Ph. D. Candidate, Department of Economic Sciences, Faculty of Management and
Economics, Shahid Bahonar University of Kerman, Iran. (Corresponding Author) Email:

Afshar@aem.uk.ac.ir

2. Professor, Department of Economic Sciences, Faculty of Management and Economics,
Shahid Bahonar University of Kerman, Iran. Email: jalaee@uk.ac.ir
3. Associate Professor, Department of Economic Sciences, Faculty of Management and Economics,
Shahid Bahonar University of Kerman, Iran. Email: hakbarifard@uk.ac.ir
4. Associate Professor, Department of Economic Sciences, Faculty of Management and Economics,
Shahid Bahonar University of Kerman, Iran. Email: mnejati@uk.ac.ir

Abstract

Article information

The labor market is considered one of the fundamental
pillars of any country's economy, and its fluctuations
can have significant impacts on economic policies,
particularly monetary policies and the composition of
central bank assets. This study examines the dynamic
role of labor market variables in adjusting the optimal
composition of the Central Bank of Iran's assets. The
primary objective of this research is to analyze how
changes in wage levels and employment affect the
central bank's asset portfolio and to formulate appropriate
policies for optimal asset management.Previous studies
have demonstrated that fluctuations in labor market
variables, such as wage levels and employment rates,
influence liquidity, interest rates, and money demand.
These factors ultimately reshape the composition of
central bank assets. In this context, the present study
employs an optimal control model and the Particle
Swarm Optimization (PSO) algorithm to investigate
this issue.

Review History:
Received: feb. 24, 2025
Revised: mar. 17, 2025
Accepted: apr. 09, 2025
Published online: des.07, 2025

Keywords:
Labor Market
Central Bank
Asset Portfolio
Wage
Employment

JEL Classification:
E02, E40, E50, E60

Corresponding Author:
Afshar@aem.uk.ac.ir

NonCi

Attributi cial 4.0 Inter

©

® @ Copyright© 2025, the Authors | Publishing Rights, ASPI. This open-access article is published under the terms of the Creative
C | License which permits Share (copy and redistribute the material in any

Lm medium or format) and Adapt (remix, transform, and build upon the material) under the Attribution-NonCommercial terms.


https://dx.doi.org/10.22034/25.1.1
https://dx.doi.org/10.22034/25.1.1
https://doi.org/10.48311/ecor.2025.27942
mailto:jalaee@uk.ac.ir
mailto:hakbarifard@uk.ac.ir
mailto:Afshar@aem.uk.ac.ir
http://orcid.org/0009-0006-6778-4497

Economic Research and Perspectives
Original Research Article/ VVol.26, No.1, 2026, pp: 199- 228

Aim and Introduction:

The labor market is considered one of the fundamental pillars of any
country's economy, and its fluctuations can have significant impacts on
economic policies, particularly monetary policies and the composition of
central bank assets. This study examines the dynamic role of labor market
variables in adjusting the optimal composition of the Central Bank of Iran's
assets. The primary objective of this research is to analyze how changes in
wage levels and employment affect the central bank's asset portfolio and
to formulate appropriate policies for optimal asset management.Previous
studies have demonstrated that fluctuations in labor market variables, such
as wage levels and employment rates, influence liquidity, interest rates,
and money demand. These factors ultimately reshape the composition of
central bank assets. In this context, the present study employs an optimal
control model and the Particle Swarm Optimization (PSO) algorithm to
investigate this issue.

Methodology:

To analyze the impact of labor market variables on the composition of the
Central Bank of Iran's assets, economic data from the country covering the
period from 1971 to 2023 has been collected. This dataset includes
information on wage levels, employment rates, liquidity, interest rates,
inflation rates, central bank asset composition, and other macroeconomic
indicators. The research methodology is based on the optimal control
model and the PSO algorithm, implemented in the Python (Spyder)
environment. In this model, labor market variables are considered within a
range from 0.5 (representing severe contractionary changes) to 1.5
(indicating severe expansionary changes). This range captures the impact
of various labor market policies on the optimal composition of central bank
assets. Additionally, a sensitivity analysis has been conducted to examine
the effects of different labor market changes on asset composition.

Findings:

The results indicate that fluctuations in wage levels and employment have
varying effects on the composition of the central bank's assets. In times of
significant wage increases, money demand rises, leading to higher liquidity
growth and intensified consumer spending in the economy. Consequently,
the central bank increases the share of debt securities to control inflation
and raises the proportion of euros and gold in its asset portfolio to diversify
foreign exchange reserves. Conversely, during periods of declining wage
levels, the central bank tends to hold more stable assets such as the US
dollar and the Swiss franc, reflecting heightened economic uncertainty and
reduced risk appetite. The analysis of employment changes also shows that
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an improved labor market leads to higher money demand, prompting the
central bank to increase the issuance of debt securities to control liquidity.
Under such conditions, the share of euros, yuan, and debt securities in the
central bank's asset composition rises, while the need to hold stable assets
such as gold diminishes. In contrast, during periods of declining
employment, the central bank exhibits a greater preference for low-risk
assets, increasing the share of US dollars, Swiss francs, and gold. This
trend reflects a growing demand for safe-haven assets and a decline in
confidence in financial markets. Another key finding of this study is that
wage increases raise the likelihood of higher liquidity and inflation,
leading to an increased share of gold and debt securities in the central
bank’s portfolio. On the other hand, during economic recessions and wage
declines, the demand for stable currencies such as the US dollar and
Japanese yen increases, and the central bank is compelled to issue more
debt securities to control liquidity and manage inflation. Economic
sanctions also play a crucial role in shaping the central bank’s asset
composition. Due to economic constraints and sanctions, Iran has faced
difficulties in accessing foreign currencies. As a result, the central bank
has leaned towards increasing the share of gold and yuan in its asset
portfolio to mitigate the negative effects of foreign exchange market
fluctuations.

Conclusion and Recommendations:
The findings of this study reveal that labor market fluctuations have a

dynamic impact on the composition of the Central Bank of Iran's assets.
During periods of economic prosperity, rising employment, and higher
wages, the central bank exhibits a greater tendency to invest in financial
instruments and foreign currencies. In contrast, during economic
downturns and declining employment, the central bank adopts more
conservative policies, focusing on stable assets such as gold and stronger
currencies. Based on these findings, it is recommended that the Central
Bank of Iran adopt a dynamic and flexible approach to managing its asset
portfolio. During economic booms, increasing the issuance of debt
securities and utilizing diverse financial instruments can help control
liquidity and curb inflation. In contrast, during recessions, increasing the
share of safe reserves and reducing reliance on debt instruments can
mitigate financial risks and maintain economic stability.Furthermore,
coordination between labor market policies and monetary policies can play
a significant role in optimizing the central bank’s asset composition,
ensuring that wage and employment fluctuations are directly incorporated
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into decision-making processes. Finally, leveraging modern financial
instruments and diversifying foreign exchange reserves can reduce
dependency on specific assets and enhance flexibility in responding to
economic shocks. Given Iran’s economic structure and challenges such as
inflation, sanctions, and labor market volatility, developing a
comprehensive and adaptive strategy for managing central bank asset
composition is essential.
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