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Analyzing and measuring the impact of some macroeconomic
variables on the value of the local currency in the Iragi economy
for the period (2004-2020)

Abstract

The topic of the impact of some macroeconomic variables on the value of
the local currency is one of the topics that have attracted the attention of
researchers and writers because of its importance in the economy. This research,
which is closely related to the Iragi economy, aims to measure the impact of some
macroeconomic variables on the value of the local currency in the Iragi economy,
and to estimate and analyze The impact of macroeconomic variables on the value
of the local currency The ARDL methodology was used to estimate the relationship
in the short and long terms through the statistical program (Eveiws10).

The results of the benchmark side showed the existence of a positive and
weak relationship between some macroeconomic variables represented by (public
debt and the exchange rate) and inflation, and that there is an inverse and moral
relationship at a level less than (5%) between government spending and inflation in
the Iragi economy during the research period.

The research concluded with a set of recommendations, the most important
of which was that the government should not interfere in the work of the Central
Bank of Iraq until independence works in achieving price stability through the
exchange rate tool, as the exchange rate is a matter of monetary policy, and that the
public auction works to control the supply of the monetary mass Raising the value
of the local currency.

Key words: Economic Variables, Exchange Rate, Public Expenditure, Public Debt, Local
Currency Value.
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zasad O (1) JSal 5 (2020-2004) saall (3 yall (8 Alanll A ) i e g ASH) ApslaBY)
AN ApalaBY) il jaiall (G 483 Ll «(ARDL) (2,1,1,1) 4 £ (ARDL)
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g8 (2 e g Al ol pial) Gary ARDL z3sall (o g¥) il geilis (1) Jgandl
(2020-2004) 3all 3) 2l

Dependent Variable: LOG_M2
Method: ARDL |
Selected Model: ARDL(2, 1, 1, 1)

Variable Coefficient Std. Error t-Statistic Prob.*
LOG_M2(-1) 1.409661 0.093904 15.01170 0.0000
LOG_M2(-2) -0.494728 0.086012 -5.75182 0.0000

LOG_PD -0.209251 0.109678 -1.90786 0.0620
LOG_PD(-1) 0.272334 0.105991 2.569392 0.0132

LOG_SE -0.390903 0.326279 -1.19806 0.2364
LOG_SE(-1) 0.478269 0.319701 1.495991 0.1408

LOG_EXP 0.074154 0.041738 1.776669 0.0816

LOG_EXP(-1) -0.089976 0.039570 -2.27385 0.0272

C -1.153915 1.990505 -0.57971 0.5647
R-squared 0.997403 Mean dependent var 16.90873
Adjusted R-squared 0.996996 S.D. dependent var 2.010993
S.E. of regression 0.110216 Akaike info criterion -1.43526
Sum squared resid 0.619531 Schwarz criterion -1.12110
Log likelihood 52.05782 Hannan-Quinn criter. -1.31237

Durbin-Watson stat 1.730559 |
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The results of the boundary test for cointegration:
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O AlalSie ) patiall o) d& im0 (UCB: Upper Critical Bound) A=) 2 51(0)
paadl A (= 53 (UCB) (oY) 2ol dpsiad) (F) dad Jslai Al (& (1) 454
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Al LBy B
Test Statistic Value K
F-statistic 7.792283 3
Critical Value Bounds
Significance 1(0) Bound I(1) Bound
10% 2.72 3.77
5% 3.23 4.35
1% 4.29 5.61
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Long-term and short-term response estimation results:
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A8l pdigal) lary G JaY) ALy ghall g Ja) 3 yealil) Alaieay) il il (3) Jgaad)
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“Variable Coefficient Std. Error t-Statistic Prob.
D(LOG_M2(-1)) 0.494728 0.086012 5.751825 0.0000
D(LOG_PD) -0.209251 0.109678 -1.907863 0.0620
D(LOG_SE) -0.390903 0.326279 -1.198065 0.2364
D(LOG_EX) 0.074154 0.041738 1.776669 0.0816
CointEq(-1) -0.085067 0.026323 -3.231642 0.0022

Cointeq = LOG_M2 - (0.7416*LOG_PD + 1.0270*LOG_SE-0.1860*LOG_EX-13.5648 )
Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
LOG_PD 0.741570 0.311502 2.380623 0.0211
LOG_SE 1.027027 1.217316 0.843682 0.4028
LOG_EX -0.185997 0.281086 -0.661706 0.5111
C -13.564798 20.140329 -0.673514 0.5037
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The results of the autocorrelation test and the instability of

homogeneity of variance:
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic
Obs*R-squared

Heteroskedasticity Test: ARCH
F-statistic
Obs*R-squared

1.603109 Prob. F(2,49) 0.2116
3.684868  Prob. Chi-Square(2)  0.1584
1.250588 Prob. F(3,53) 0.3008
3.768175  Prob. Chi-Square(3) 0.2876
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Dependent Variable: LOG in

Method: ARDL

Selected Model: ARDL(1, 1, 5, 8)

Variable Coefficient | Std. Error | t-Statistic Prob.*
LOG_IN(-1) 0.950852 0.023917 39.75585 0.0000
LOG_PD -0.522406 0.189292 -2.75978 0.0092
LOG_PD(-1) 0.764860 0.207717 3.682229 0.0008
LOG_SE -3.025627 0.645685 -4.68591 0.0000
LOG_SE(-1) 2.844262 1.111261 2.559490 0.0151
LOG_SE(-2) 2.09E-09 1.079557 1.93E-09 1.0000
LOG_EX 0.270542 0.087238 3.101187 0.0039
LOG_EX(-1) -0.214503 0.144664 -1.48276 0.1473
LOG_EX(-2) 5.93E-11 0.149644 3.96E-10 1.0000
C 5.576262 2.652474 2.102287 0.0430
R-squared 0.995578 Mean dependent var 0.484263
Adjusted R-squared 0.993237 S.D. dependent var 1.572917
S.E. of regression 0.129352 Akaike info criterion -0.97951
Sum squared resid 0.568884 Schwarz criterion -0.27381
Log likelihood 44.95708 Hannan-Quinn criter. -0.70782
Durbin-Watson stat 1.476202 |
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Akaike Information Criteria (top 20 models)
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Test Statistic Value
F-statistic 15.76633 3
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 2.72 3.77
5% 3.23 4.35
1% 4.29 5.61
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“Variable Coefficient Std. Error t-Statistic Prob.
D(LOG_PD) -0.522406 0.189292 -2.759785 | 0.0092
D(LOG_SE) -3.025627 0.645685 -4.685918 | 0.0000

D(LOG_SE(-1)) -0.000000 1.079557 -0.000000 | 1.0000
D(LOG_SE(-2)) -0.301329 1.077763 -0.279587 | 0.7815
D(LOG_SE(-3)) -4.680221 1.055190 -4.435430 | 0.0001
D(LOG_SE(-4)) 5.348033 0.593346 9.013341 0.0000
D(LOG_EXP) 0.270542 0.087238 3.101187 0.0039
D(LOG_EXP(-1)) -0.000000 0.149644 -0.000000 | 1.0000
D(LOG_EXP(-2)) 0.166788 0.145525 1.146110 0.2598
D(LOG_EXP(-3)) -0.546281 0.127384 -4.288459 | 0.0001
D(LOG_EXP(-4)) 0.340091 0.132147 2.573579 0.0146
D(LOG_EXP(-5)) 0.000000 0.131969 0.000000 1.0000
D(LOG_EXP(-6)) 0.150169 0.126695 1.185274 | 0.2441
Cointeq(-1) -0.049148 0.023917 -2.054925 | 0.0476

Cointeq = LOG_IN - (4.9331*LOG_PD-11.1469*LOG_SE + 1.6806

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.

LOG PD 4933122 3.137859 1.572130 0.1252

LOG_SE -11.146853 4.937909 -2.257403 | 0.0305

LOG EX 1.680567 2.067003 0.813045 0.4218

C 113.458061 47.058718 2.410989 0.0215
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Breusch-Godfrey Serial Correlation LM Test:
F-Statistic 0.401058 Prob. F(2,32) 0.6729
Obs*R-squared 1.296019 Prob. Chi-Square(2) | 0.5231

Heteroskedasticity Test: ARCH
F-Statistic 0.242310 Prob. F(1,50) 0.6247
Obs*R-squared 0.250787 Prob. Chi-Square(1) | 0.6165
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