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Measuring and analyzing the causal relationship between
household consumption expenditure and the inflation rate in Iraq
for the period (1990-2021) using the autoregressive (VAR) model

Assist. Lect. Wafi Salam Suleiman
Iragi Ministry of Education
Nineveh education
Wafiyousr@gmail.com

Abstract

This study aimed to measure the long-term causal relationship between
household consumption spending and the rate of inflation in Iraq for the period
(1990-2021), with the assumption that there is an uncontrolled relationship
between them in the long run, by relying on the modified Walt test provided by
Toda and Yamamoto, who perform By estimating the augmented VAR
autoregressive (k+d), the study concluded that there is a bidirectional causal
relationship between each inflation rate and the household consumption
expenditure rate in Irag, as the high inflation rate will lead to a depreciation of the
currency and thus affect household consumption spending. Irrational consumer
spending leads to a gradual increase in demand, which leads to higher prices.

Key words: Household Consumption Spending, Inflation, Causal Relationship, Self
Regression VAR.
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HQ sC AIC FPE LR LogL Lag
15.85178 | 15.91531 | 15.82189 | 25493.75 NA -235.328 0
11.35422 | 1154481 | 11.26457 | 267.7787 | 130.2476 | -162.968 1
11.2064* | 11.5241* | 11.0570* | 218.677* | 11.85417* | -155.856 2

* indicates lag order selected by the criterion

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion
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Unrestricted Cointegration Rank Test (Trace)

Hypothesized 0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0001 15.49471 31.72858 0.630783 None *
0.0923 3.841466 2.833856 0.093096 At most 1

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0001 14.26460 28.89472 0.630783 None *
0.0923 3.841466 2.833856 0.093096 At most 1
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Inverse Roots of AR Characteristic Polynomial Roots of Characteristic Polynomial

15 Endogenous variables: INF HCS

Exogenous variables: C INF(-3) HCS(-3)
1.0 Lag specification: 1 2

. Modulus Root

05 0.952372 0.952372

0.650890 0.373372 - 0.533152i
00 R . 0.650890 0.373372 + 0.533152i
o0 0.038703 -0.038703

No root lies outside the unit circle.
VAR satisfies the stability condition.

145 10 05 00 05 1.0 1.5
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VAR Granger Causality/Block Exogeneity Wald Tests
Al Prob paad) dpuda DF Chi-sq <l ial)
LRTINARENPS, 0.0000 NF < HCS 3 41.9316 HCS
LRTINARENPS: 0.0028 HCS «wu INF 3 14.0862 INF

(EViews 10) gabin s i e slaie YU daldl dhe) e Jsoall : juaal)

(HCS) (SOeiusll) Ly cpa (3,590) Lol A58 A8e 3 5m 5 (5) sl (g ey
«(INF) paadll () (HCS) (oSeiu) L) (e (A 51 A8Ma) 4 (INF) pdall 5
bl ol gl IR SO Bl o Jaasd 3l <l el 8 dinll o sede caua g
il A Jeand Sl Gl padll ol 3 agad Coga

«(HCS) Shein) L) L (INF) il (o 4afidss 18300 25n 5 IS
Apaalall ) gl NS ad el Came 8 Jamad Al padl) 8 ) o ggde i
C¥ame gl ) el e (SOauY) WY 8 daand ) @l il s 3 585 L G sSou
SOy Bla) el IS8 5 Ml g gl il 5,08 (e (885 Copas ad il
Y

salaliniuy)

Ve o SOgin¥) G Al dpca il Siady @l culad) (e gl )
oo dpalall Ol gl JMA SOaLY) BN A Juasd ) @l il o) gl caanzaill
e (Sl 5 a8 Jeand Al ol i) i B agad

Ol i (e Aol Al 53 dllin (g il aiall Gu Ja) Ak 4331 58 ABe a5a Y
Al

QIS5 ¢ yud SOauY! Y eladly adadll e dgaie Ja¥l Al sk dgue Ae day Y
adaaill oladly Judl SOLgiu¥1 SN (e A 483

s Lae g )x IS8y allal) g las ) ) o D (SOlgial) G Jaee plai )l €
Dbl Y ama gl )

WY e Jin iy dled) dad jnlissl Jl gan Gise adaill Jae glii)l o
Apadzi b sad Blay G pedl (5 Cumy S5 e JSdy ) i) Gl ¢ S
S g b oSae Aial) @yl gl e alae W) 33l ) o e Sad ¢ la) el
Bkl 8 A il sl (e (2 stall adiaill) aduail) of il

1&ba gil)

O g o) 53 (s ASOEY) Clalall Gamy pad s GV 2wl i (e cllgiudl (aja )
ezl e s shapdl o8 s DU g xidll aad i) o ccallall

B il aae by dleal) 58 e Adalaall Jal (e adiaill daws e 5 jlagd) A glas Y
B IS

Lagin 3 gad Eugan g el ) sead cinidl Gillal) 3335 (51 dea) sl Aa 0 i) 24T ¥

(YA%)



Gloadl b adcaill Jana g DU SEWY BLEY) G dand) 48300 Jilasi g (8

.?gaﬂ\

i) ASY1 A gl e Jralasl A glaa g e Jlal) a1 01 e alaie Y1 Fusd oy Qi

Dl alal) (s gl )l i) (ady Lagd

¢

o]

:QA.’J""“J JAL«AAJ\
Al alaal) oY

JMLAY\ U:\JAJM‘ adla ).:.\A.} AER R RPN Qzow lasa U:\.A‘ “?_m:\‘).)y‘j d,-,\:—LA-M‘ ‘)ALL ‘)\_\:\‘) ‘d:}cLA.u\ .

Baall 403U lalaBY) ) 30l il e il s dasiiall adlY) (e Biatall bl iaY)
Yo aaell o)) Al Ay layl Lalaisy) ?M By dzala dlaa c(\' Ve qu’)

L;\L)J Q\ﬁﬂ\ e u_uaa_u.a\);.“ )_..DU éMJY\ éuﬁ!\ d\;é ﬁﬁ Yedo 6&\).%)’3\ Labala ch)J .

e)&j@)\;ﬂ\eﬂﬂ\jaﬂJMY\PJM\IK_“\EL;\#\AM\;s)gﬁ_..n;l.a:ﬂ\_u)‘Y~\\ MQQSLAA‘DU

bl 530 e o siadl 5o ) Y 4 YA ¢ ISH SLaBY) 4l SVl g slaaa ¥ 5,503 31 jall (o S ) il |

Statistics & Research Department ¢« A alaladoill 3 jla) 8 8 jall (5 5< yall cladl 4l
.http:/imww.cbi.ig

alad 8yl (5 5S pall il Ayl Auslpual) 3 585 ¢+ Yo cla¥ll g elaan 15 5500 81 jall (5 38 pall Sl |

http:/iwww.chi.ig Y« Y+

ARRRMELN u\dM\&M\}@M\mww\hM‘ev~Y\ ‘u_\_d\.\_\:vﬂbl\e_\h\)q\ s‘).\lA

gy 1 gl SLBY) A5 ) Rl ¢ il Al

SLaBY) 4l 5 55e 5 3 ) stasal) adil) 3 el Jalad (Yo V) caene Slo i dha¥l oOldle e ¢ b )

8 20l (Al o shall) LpaplSY) Egad) Alaa oY+ 1 TLY V) 5N DA ol

Ol Gl 51 aa Y sl s e Asall il ¢y Bpsad) A8Ma <2021 csiall e audld csniall |

A 23a]) cinlandl 5 laBY) ghell Al (Yo Y02V AA ) 5l JUA il

.JMJ}JJ\J AP ‘(‘M‘G“‘I:‘d‘ JMY\L;QM Ye)€ ‘ﬂu&\m Q‘j)& su)m
Ay (Y V¥ AA) 55005 ik 3 b a8 5l Jal pall (il Y )Y @Dl 5 cladas

JM)AS‘ KM\A sé\.mﬁyb SJ\AY\ 4:\15 “)gim;\.‘\
BolaW! ALK ¢ juiiale Al castiall plasiV AS Sl Hlid) 45yl Juzad OLER Y YA el 29 cdilane
T VL PONEPR ) %

asbd (YO IVIY YY) saall 3 padl b U SOUGEY) L) OIS Jilad oY Y cciesa (538 sen.

A3k drals LB 55 0¥ 2 (e

\

AR

AR

rdpia¥) jalaal) Gl

12.

13.

14.

15.

16.

17.

Bjgrnland, 2000, Hilde Christiane Bjgrnland, VAR Models in Macroeconomic Research,
Statistics Norway Research Department 14.

David Oluseun Olayungbo, 2013, Government Spending and Inflation in Nigeria
International Journal of Humanities and Management Sciences (IJHMS) Vol. 1.

Dritsaki, Chaido, 2017, Toda-Yamamoto Causality Test between Inflation and Nominal
Interest Rates: Evidence from Three Countries of Europe, International Journal of
Economics and Financial Issues, 7(6), 120-129.

Elmor, Niveen Ali Mohammed, (2017) Forecasting Using Different VAR models with
different Economic Indicators, Journal of Financial and Commercial Research, Vol. 1,
Part 1.

Ghasemi, Asghar & Saleh Zahediasl, 2012, Normality Tests for Statistical Analysis: A
Guide for Non-Statisticians, Article in International Journal of Endocrinology and
Metabolism 10(2) December.

Gujarati, D.N., 2003, Basic Econometrics, The McGraw-Hill Companies, Inc., New
York, USA.

(%)


http://www.cbi.iq/
http://www.cbi.iq/

Gloall b adcaill Jama y puadU SOEWYT LY s dned) 4830 (s (8

18.

19.

20.

21,

22,

23.

24,
25.

26.

Guijarati, D.N., 2011, Econometrics By Example, The McGraw-Hill Companies, Inc.,
New York, USA.

Mary A. Burke & Ali Ozdagli, 2018, Working Papers, Household Inflation Expectations
and Consumer Spending: Evidence from Panel Data, Federal Reserve Bank of Boston,
No. 13-25.

Nyamekye & Poku, 2017, What is the effect of inflation on consumer spending
behaviour in Ghana, Munich Personal RePEc Archive, Online at https://mpra.ub.uni-
muenchen.de/81081/MPRA Paper No. 81081, posted 01 Sep 2017 14:55 UTC.

Roger, Scott, 1998, Core inflation: concepts, uses and measurement, Article in SSRN
Electronic Journal.

Samuelson Poull & William D. Nordhaus, (2001), Macroeconomics, Seventeenth
Edition, McGram-Hill companies, Irwin, New York, USA.

Suna Korkmaz & Hiiseyin Giivenoglu, 2021, The Relationship Between Government
Expenditures, Economic Growth and Inflation in OECS Countries, Research of Financial
Economic and Social Studies, Vol. 6, No. 3.

World Bank Data Set, 2021, www.data.wordbank.org/indicaor.

Yolanda, 2017, Analysis of Factors Affecting Inflation and its Impact on Human
Development Index and Poverty in Indonesia, European Research Studies Journal, Vol.
XX, Issue 4B.

Zou, Yang, 2006, Empirical Studies on The Relationship Between Public and Private
Investment and GDP Growth, Applied Economic, No. 38, 1259-1270.

)


http://www.data.wordbank.org/indicaor




