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Abstract

The exchange rate is a tool of monetary policy, and the exchange rate is an issue related to
monetary policy, determined by the Central Bank of Iraq, in addition to that the issue of the
exchange rate is one of the complex topics, and the importance of this research lies in the

impact of exchange rates on the variables of the Iraqi economy through research and study
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of the fluctuations that occur In the exchange rate during the period of the study, and the
research includes: First, there is a relationship between the exchange rate and the gross
domestic product, if the change in the exchange rate leads to a reverse change in the gross
domestic product. Commercial and financial transactions on the debit side of the balance of
payments are represented in the demand for foreign currency, and all transactions on the
debit side are represented in the supply of foreign currencies, as the exchange rate is the
mirror that reflects the country’s commercial position with the global economy in terms of
the relationship between exports and imports. Exchange has an important role in monetary
stability given that changes in local exchange rates affect inflation rates, so raising the
exchange rate of the dollar against the dinar has a clear impact on the rise in the level of
This is why achieving stability in exchange rates contributes to reducing inflation and
controlling its growth rates, especially since the Iraqi economy does not enjoy the flexibility
of its productive apparatus, its lack of diversification, and its confinement to the export of
oil. Economic stability can be achieved if it manages to control the variables affecting the
economy. The exchange rate, in addition to that the stability of the exchange rate helps to

achieve stability for the studied variables in the long term.

Keywords: exchange rate, gross domestic product, trade balance, inflation
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