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Abstract: Exchange rate fluctuations are one of the important economic phenomena
and these fluctuations represent a major problem for economic policy makers in Iraq as
the exchange rate affects various economic variables including the volume of foreign
exchange, as the movement of exchange rates is closely related to foreign currency
reserves. The research focuses on measuring indicators of exchange rate trends, official
and parallel, on the volume of foreign exchange in Iraq for the period from 2010 - 2023,
by understanding the dynamic relationships between exchange rates and the choice of
foreign reserves. This research is based on a main hypothesis that is, is there a
statistically significant relationship between exchange rate fluctuations and the volume
of foreign exchange in Iraq during the study period such that exchange rate fluctuations
lead to an increase or decrease in the volume of foreign exchange available in Irag? The
research concluded that there is a joint integration relationship between official and
parallel exchange rates and foreign exchange reserves, as we note that when oil prices
rose between 2010 and 2014, Iraq witnessed a significant increase in these reserves,
which amounted to (76.11) billion dollars in 2013, which enhanced the stability of the
Iragi dinar exchange rate, the increase Foreign exchange reserves after 2021 due to the
gradual recovery of oil prices, which peaked in 2023 at (102.78) billion dollars, which
helped maintain currency stability and support fiscal policies. The results showed that
the official and parallel exchange rates have no short-term impact. The official
exchange rate has a positive impact, as increasing the official exchange rate by a certain
percentage leads to an increase in foreign exchange reserves by (7.24%). The parallel
exchange rate has no impact on foreign exchange reserves despite the inverse
relationship. The researcher recommended adopting a flexible and thoughtful exchange
rate policy and activating laws to regulate the parallel exchange rate, diversifying
sources of national income and not relying on oil only, diversifying other exports as
sources of national income, developing a long-term strategy for managing foreign
exchange reserves and adopting policies that enhance these reserves, establishing a
sovereign wealth fund for investment, which enhances foreign reserves and supports the
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local economy, improving foreign investment and simplifying the procedures necessary
to stimulate the flow of foreign investments.

Keywords: Exchange Rates, Foreign Exchange Reserves.
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LOG(Y) = Bo + BiLOG(X1) + B2LOG(Xz2) +ei .....(1)

Baa gl Hda LA (Ll

el &l i) e u\ (ADF) olaal c.i\.l\ elaig @il ) lasd) aeag ple (sa Gaaill 3aa ol s Ll ¢l ya) ah
O ¥ Gl a0 a5 colail s adald () sy f colai¥) g adaldll i cadalall 3 g g o) g (5 sianall Nie B jEiue e dailill
(Y) Jsaa il a@\}cblﬁo_p,\}i ‘DL;J\JBCLLH\ ji ‘tL.LsS\ Ao g el g 6d_5‘\1\ d)ﬂ\mﬁjsluk_\:.ua\ Gl il
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root

At Level

Y X1 X2
With Constant t-Statistic -2.1926 1.4598 -0.2329
Prob. 0.2176 0.9973 0.9113

n0 no no
With Constant & Trend t-Statistic -0.472 -2.8823 -3.1834
Prob. 0.9646 0.2013 0.1378

no no no
Without Constant & Trend t-Statistic 0.5458 1.1098 1.2671
Prob. 0.8176 0.9183 0.9382

n0 n0 n0

At First Difference
d(y) d(X1) d(X2)
With Constant t-Statistic -3.408 -3.5072 -3.1373
Prob. 0.0347 0.0297 0.056

** ** *
With Constant & Trend t-Statistic -3.6552 -4.2166 -3.1345
Prob. 0.0733 0.034 0.1428

* faled n0
Without Constant & Trend t-Statistic -3.4685 -3.3312 -2.5161
Prob. 0.0026 0.0034 0.0179

Fekek Tk Hok

(EViews.) Y) ilan ¥ guali sl ) Sayl Galll dae] e 1 jdeaal)
‘;ul,fﬂ\ aaadl) @lﬂ ;’Lﬁl:.
223 (ARDL) 4e ) gall cileUaaSU SIAN lassV) A% jla 5008 s J g¥) (3al) 8 A3Shas g 58T 5 A 1) Adiad) puadl Hlailly
: SIS mliil) ulS 5 Sma V) eyl A 0 ks ) i) Jy g
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Dependent Variable: LOG(Y)

Method: ARDL

Date: 10/28/24 Time: 18:36

Sample (adjusted): 2011Q1 2023Q4

Maximum dependent lags: 4 (Automatic selection)

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): LOG(X1) LOG(X2)
Fixed regressors: C

Selected Model: ARDL (1, 4, 0)

Variable Coefficient Std. Error t-Statistic Prob.*
LOG(Y(-1)) 0.770208 0.077482 9.940492 0

LOG(X1) 0.889333 0.544737 1.632591 0.1097

LOG(X2) -0.73437 0.469078 -1.56555 0.1246

C -5.60909 1.577847 -3.5549 0.0009
R-squared 0.870486 Mean dependent var 4.125385
Adjusted R-squared 0.849881 S.D. dependent var 0.249218
S.E. of regression 0.09656 Akaike info criterion -1.69667
Sum squared resid 0.410246 Schwarz criterion -1.39648
Log likelihood 52.11348 Hannan-Quinn criter. -1.58159
F-statistic 42.24737 Durbin-Watson stat 1.787048

Prob(F-statistic) 0.0000

(EViews.) Y) Fhasyl mali ) ) aiinh Sl dae ) (e 1 jdaall
Uise O yiaS () sall — (pan )l — G puall jlad) cp (& yidie JalS5) 21 Al sha ) )) 55 48e 25 Jlia) Jal (g
dad o Aaadle Koy QLAY #i Ges (F-Bounds Test) Jbial aladinly b€ (ia) sl e Ghliall) i
Al elllia @l g ((70) 4 sina (5 sise ic Llall g Liall Aailll (3 ST 25 (£,0Y) & (F ) dlias) Cuuay sl
(8) dsaadl Sl cand) & e G saall dysha @ jidia JalSS
i) JalSill A8dle sl 3(£) Jeda

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 4.176044 10% 2.63 3.35
K 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5
Actual Sample Size 52 Finite Sample: n=55

( EViews.) Y) aay) zalill L) 3wVl ¢alll dlae) Ga 1 jdaall
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ARDL Long Run Form and Bounds Test
Dependent Variable: DLOG(Y)
Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C -5.60909 1.577847 -3.5549 0.0009
LOG(Y(-1))* -0.22979 0.077482 -2.96574 0.0049
LOG(X2)** -0.73437 0.469078 -1.56555 0.1246
DLOG(X1) 0.889333 0.544737 1.632591 0.1097

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).
Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LOG(X1) 7.242831 2.91802 2.482105 0.0169
LOG(X2) -3.1958 2.267396 -1.40946 0.1657

C -24.4095 7.822147 -3.12056 0.0032

EC = LOG(Y) - (7.2428*LOG(X1) -3.1958*LOG(X2) - 24.4095)

(EViews.\ V) Shasy) il ) sl Saldl dlac| ca 3 jdeaal)

A S LAY (e 0585 5 sanal ) JSLED) LA sl
(S L Y1) AlS8a s 5a 5 (sl aadiy ()5 ((Breusch-Godfrey) sLisl Jiay s A3 Ll ¥ dlSa Lad)- )
pae by (70) (e ST LS cVlaiall e by 4t 3l Al 8 (5 gine 13 Bl ) llia o gan Y cdia ) Alulad
(o)) Guilad pac) Alda dga g sl aadiiy A5 ((ARCH) Jlid) Jia oplidll udlad ane dlSdia jlidl). ¥
3pns pie Ml (70) o ST LIS cVLiaY) e eliy At Aluludl 8 4S5 gasd dllia o san Y ey Al
(1) Jsan kil cplill uilas aae AlCAG

gl JSLAAI LR 5(1) dsaa

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.265365 Prob. F(2,42) 0.7682
Obs*R-squared 0.648896  Prob. Chi-Square(2) 0.7229
Heteroskedasticity Test: ARCH
F-statistic 0.720448 Prob. F(1,49) 0.4001
Obs*R-squared 0.738989  Prob. Chi-Square(1) 0.39
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