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Measuring the relationship between dollarization rates and exchange rates using the

Autoregressive Vector Model (VAR) in the Iragi economy for the period 2003-2019.
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ABSTRACT

This research aims to study and measure the relationship between the
exchange rate and the dollar rates of the Iragi economy during the
period 2003-2019. This is the application of the self-regression beam
(VAR) model through the study of time series microscopy and the
detection of a common integration. The results also revealed a two-way
causal relationship between the variables considered (exchange rate,
dollarization rates) and statistically significant between dollarization

rates and exchange rates.
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Null Hypothesis: EX has a unit root
Exogenous: Constant
Bandwidth: 65 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -5.111550 0.0000
Test critical values: 1% level -3.462574

5% level -2.875608

10% level -2.574346

*MacKinnon (1996) one-sided p-values.

Residual variance (no correction) 8015.57...
HAC corrected variance (Bartlett kernel) 9057.90...

Phillips-Perron Test Equation

Dependent Variable: D(EX)

Method: Least Squares

Date: 07/02/21 Time: 16:49

Sample (adjusted): 2003M02 2019M12
Included observations: 203 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

EX(-1) -0.154324 0.030675 -5.030863 0.0000

C 196.8786 40.62409 4.846350 0.0000

R-squared 0.111836 Mean dependent var -5.011296

Adjusted R-squared 0.107417 S.D.dependentvar 95.23423

S.E. of regression 89.97405 Akaike info criterion 11.84672

Sum squared resid 1627161. Schwarzcriterion 11.87937

Log likelihood -1200.442 Hannan-Quinn criter. 11.85993

F-statistic 25.30958 Durbin-Watson stat 2.059508
Prob(F-statistic) 0.000001
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Null Hypothesis: DL has a unitroot
Exogenous: Constant
Bandwidth: 10 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -3.802740 0.0034
Test critical values: 1% level -3.462574

5% level -2.875608

10% level -2.574346

*MacKinnon (1996) one-sided p-values.

Residual variance (no correction) 0.15188...
HAC corrected variance (Bartlett kernel) 0.13191...

Phillips-Perron Test Equation

Dependent Variable: D(DL)

Method: Least Squares

Date: 07/02/21 Time: 16:55

Sample (adjusted): 2003M02 2019M12
Included observations: 203 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

DL(-1) -0.145075 0.036063 -4.022845 0.0001

C 0.149175 0.045032 3.312669 0.0011

R-squared 0.074514 Mean dependentvar 0.005689

Adjusted R-squared 0.069910 S.D.dependentvar 0.406117

S.E. of regression 0.391664 Akaike info criterion 0.972979

Sum squared resid 30.83356 Schwarzcriterion 1.005622

Log likelihood -96.75738 Hannan-Quinn criter. 0.986185

F-statistic 16.18328 Durbin-Watson stat 2.816929
Prob(F-statistic) 0.000081

Liayl (5 siall die 3 e ALulall o3 ol () 31 gall c¥amal 4y ) jEiuy) JLAR) july s (S
Al gl Lghad (e S) o8 5 (-3.802740) 4Ll 5 dpdiaall £ dad Y Sy PP L) s
. (-2.875608) x5

YYY



& yisall JalSall il Y

Date: 07/02/21 Time: 17:04

Series: DL EX

Sample: 2003M01 2019M12

Included observations: 204

Null hypothesis: Series are not cointegrated

Cointegrating equation deterministics: C

Automatic lags specification based on Schwarz criterion (maxlag=14)

Dependent tau-statistic Prob.* Z-statistic Prob.*
DL -3.075229 0.0982 -32.24056 0.0030
EX -6.462433 0.0000 -195.2980 0.0000
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VAR Lag Order Selection Criteria
Endogenous variables: EX
Exogenous variables: C

Date: 07/02/21 Time:17:22
Sample: 2003M01 2019M12
Included observations: 201

Lag LogL LR FPE AC SC HQ
0 -1312.911 NA 27885.65 13.07374 13.09018 13.08039
1 -1180.861 261.4724* 7569.532* 11.76976* 11.80263* 11.78306*
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Pairwise Granger Causality Tests
Date: 07/02/21 Time:17:34
Sample: 2003M01 2019M12

Lags: 1

Null Hypothesis: Obs  F-Statistic Prob.
DL does not Granger Cause EX 203 6.83303 0.0096
EX does not Granger Cause DL 11.1552 0.0010
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Roots of Characteristic Polynomial
Endogenous variables: EX
Exogenous variables: C DL

Lag specification: 1 2
Date: 07/02/21 Time: 17:42

Root Modulus
0.719515 0.719515
0.026644 0.026644

No root lies outside the unit circle.
VAR satisfies the stability condition.
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Inverse Roots of AR Characteristic Polynomial
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ex = 0.746158340293 * EX(—1) — 0.0191706001348 *
EX(—2) + 385.150155995 — 34.8428223732 * DL

(0.068) (0.065) (60.386) (10.403)
(10.878) (-0.294) (6.378) (-
3.349) R2= 0.78 R2 Adj = 0.77
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