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Abstract

The research examines the pivotal role of the foreign currency auction in achieving
exchange rate stability and addressing potential imbalances in the balance of payments.
Irag's monetary policy relied on the currency auction as an effective tool within a fixed
exchange rate system to ensure price stability. This mechanism contributed to narrowing
the gap between the official and parallel exchange rates, positively reflecting overall

exchange rate stability.

The findings indicate that the Central Bank of Iraq succeeded in controlling the
exchange rate and reducing the disparity between the official and actual rates, thereby
contributing to the stability of the Iraqi dinar’s value. This highlights the strong correlation
between the use of the foreign currency auction and exchange rate stability, emphasizing
its role as a key monetary policy instrument.
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