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Abstract:

The Iraqi economy has suffered since the past decades and is still suffering from
structural imbalances, being a rentier economy, as oil constitutes 90% of the state’s general
revenues, as well as improper economic policies, including monetary policy with its
qualitative and quantitative tools. The research is important from the importance of the
investigated variables represented in interest rates and inflation rates as they are important
indicators for any economy, and it also aims to show the impact of interest rates on inflation
rates during the research period and in light of this, the research concluded that interest rates
contribute to affecting inflation rates in Irag.
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33.6 8.8 2003
27 7.96 2004
37 8.04 2005
53.2 5.98 2006
7.4 4.87 2007
6.8 7.05 2008
7.1 7.06 2009
2.5 6.63 2010
5.6 6.62 2011
6.1 7.55 2012
1.9 6.78 2013
2.2 6.00 2014
1.4 6.00 2015
0.5 4.33 2016
0.2 4.00 2017
0.4 4.00 2018
0.4 4.00 2019
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Null Hypothesis: IN has a unit root
Exogenous: Constant
Lag Length: 9 (Automatic - based on SIC, maxlag=10)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic ~ -3.054251 0.0361

Test critical values: 1% level -3.555023
5% level -2.915522
10% level -2.595565

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

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(IN)
Method: Least Squares
Date: 07/02/21 Time: 22:09

Sample (adjusted): 2005Q3 2019Q1

Included observations: 55 after adjustments

Variable Coefficient ~ Std. Error t-Statistic Prob.
IN(-1) -0.058325 0.019096 -3.054251 0.0038
D(IN(-1)) 0.791880 0.117263 6.753042 0.0000
D(IN(-2)) 0.038586 0.141381 0.272922 0.7862
D(IN(-3)) 0.038586 0.141381 0.272922 0.7862
D(IN(-4)) -0.787684  0.141381 -5.571348 0.0000
D(IN(-5)) 0.660046 0.150962 4372271 0.0001
D(IN(-6)) 0.019245 0.137863 0.139598 0.8896
D(IN(-7)) 0.019245 0.137863 0.139598 0.8896
D(IN(-8)) -0.553269  0.137867 -4.013057 0.0002
D(IN(-9)) 0.404459 0.113758 3.555440 0.0009
C 0.146881 0.304456 0.482436 0.6319
R-squared 0.778204 Mean dependent var  0.739091
Adjusted R-squared 0.727795 S.D. dependent var  3.209559
S.E. of regression 1.674531 Akaike info criterion  4.045800
Sum squared resid 123.3784 Schwarz criterion 4.447266
Log likelihood -100.2595 Hannan-Quinn criter.  4.201050
F-statistic  15.43801 Durbin-Watson stat  2.148054

Prob(F-statistic) 0.000000

(Eviews9) gl @il e slaie Vb pfialill dlae) o Jsaall : juaal)
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Null Hypothesis: D(IR) has a unit root
Exogenous: None
Lag Length: 8 (Automatic - based on SIC, maxlag=10)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic ~ -2.122845 0.0336
Test critical values: 1% level -2.607686
5% level -1.946878
10% level -1.612999
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(IR,2)
Method: Least Squares
Date: 07/02/21 Time: 22:14
Sample (adjusted): 2005Q3 2019Q1
Included observations: 55 after adjustments
Variable Coefficient ~ Std. Error t-Statistic Prob.
D(IR(-1)) -0.258362  0.121706 -2.122845 0.0392
D(IR(-1),2) 0.163779 0.126000 1.299828 0.2001
D(IR(-2),2) 0.163779 0.126000 1.299828 0.2001
D(IR(-3),2) 0.163779 0.126000 1.299828 0.2001
D(IR(-4),2) -0.378439  0.126063 -3.001973 0.0043
D(IR(-5),2) 0.091412 0.107284 0.852058 0.3986
D(IR(-6),2) 0.091412 0.107284 0.852058 0.3986
D(IR(-7),2) 0.091412 0.107284 0.852058 0.3986
D(IR(-8),2) -0.510719  0.107537 -4.749255 0.0000
R-squared 0.536343 Mean dependent var  0.009364
Adjusted R-squared 0.455707 S.D. dependentvar 0.172817
S.E. of regression 0.127498 Akaike info criterion  1.132859
Sum squared resid  0.747759 Schwarz criterion  0.804386
Log likelihood 40.15361 Hannan-Quinn criter. 1.005836
Durbin-Watson stat 2.000937

(Eviews9) maliy mili Ao alaeYh cfialll slac) (e Jgaall 1 jaaal)
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VAR Lag Order Selection Criteria
Endogenous variables: IN IR
Exogenous variables: C

Date: 07/02/21 Time: 22:21
Sample: 2003Q1 2019Q4
Included observations: 62

Lag LogL LR FPE AIC SC HQ
0 -349.5676 NA 288.6290 11.34089 11.40951 11.36783
1 -150.2524 379.3419 0.529827 5.040399 5.246251 5.121221
2 -107.2824 79.00924* 0.150808* 3.783304* 4.126390* 3.918008*
3 -105.1917 3.709337 0.160586 3.844894 4.325215 4.033480

* 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
HQ: Hannan-Quinn information criterion

(Eviews9) maliy zili Ao alaie¥Wh Gsialdl alael a Jeaall 1 jaal)
ilS el auan &) gl Bangl Bls Al 2 el paes (N JSS Ay Giag z3salll of <A meagy

Inverse Roots of AR Characteristic Polynomial
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Vector Autoregression Estimates
Date: 07/02/21 Time: 22:18

Sample (adjusted): 2003Q3 2019Q1
Included observations: 63 after adjustments
Standard errors in () & t-statistics in [ ]

IN IR
IN(-1) 1.590200 -0.013137
(0.09602) (0.00690)
[ 16.5612] [-1.90301]
IN(-2) -0.653564 0.012211
(0.09217) (0.00663)
[-7.09088] [1.84274]
IR(-1) 0.361014 1.713393
(1.27211) (0.09146)
[0.28379] [ 18.7348]
IR(-2) 0.109402 -0.731859
(1.31453) (0.09451)
[0.08322] [-7.74408]
C -2.389702 0.101095
(1.53168) (0.11012)
[-1.56018] [ 0.91807]
R-squared 0.977435 0.986116
Adj. R-squared 0.975879 0.985158
Sum sq. resids 290.9457 1.503774
S.E. equation 2.239711 0.161019
F-statistic 628.0831 1029.851
Log likelihood -137.5882 28.26432
Akaike AIC 4.526609 -0.738550
Schwarz SC 4.696699 -0.568460
Mean dependent 10.42302 6.128413
S.D. dependent 14.42085 1.321705
Determinant resid covariance (dof adj.) 0.124766
Determinant resid covariance 0.105747
Log likelihood -108.0151
Akaike information criterion 3.746513
Schwarz criterion 4.086693
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