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Abstract

The aim of the research is to measure the impact of financial development on
economic growth in Irag using the annual time series for the period 2004-2018 for
a number of monetary and financial variables (money supply in the broad sense /
GDP, capital accumulation rate / GDP and the ratio of credit granted to the private
sector / GDP) expressing the development in the financial sector in Irag, and this
period was chosen in line with the relatively high rates of economic growth
witnessed in Iraq, and the study used descriptive and quantitative approaches in
order to build an appropriate standard model to measure the impact of financial
development on economic growth in Irag, and the method of time series analysis
was used. The results showed that the economic variables contain the unit root,
and the variables become stable after the first differences, and this was followed
by subjecting the variables to the joint integration test by the Johansson method,
which proved the existence of four vectors for the joint integration between the
research variables, and the results of the joint integration showed that there is a
long-term relationship between the variables The subject of the research, as the
causation test of Granger concluded that there is a unilateral trend of causation
from the financial variables to the variable of economic growth, and the research
found the existence of an effect of each of (broad-sense money supply / GDP, and
the ratio of credit granted to the private sector / GDP) on economic growth in Iraq,
while the rate of capital accumulation / GDP was not statistically significant. In
light of the previous results, the research recommends the following: The
necessity of directing domestic credit to productive investments by paying
attention to the rate of capital accumulation that is directed to local investments
and attracting foreign investments by providing a safe and stable legislative
environment that helps financial liberalization for the purpose of increasing
economic growth rates in Iraqg..
Key words: Financial Developing, Economic Growth, Common Integration,
Money Supply.
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(Augmented Dickey Fuller) i — S LAY dacsgall Lall 2atg cagally Jaseed) (Fuller
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sl i By el osSall laal oy duie) Al (of Jis yp cAiedll sendll Jsla Jid M Cus
eyl ALl J¥1 Gl dia A (a3l oladV Bty Sl Alsled culil
-(Gujarati,2004) Asdall 2l Jic upedoioil) dlodeall Bidalaall 555l Siad yi_ g g all

A Al gz gad ol el Bas gl jda JLSS) il 1(3)d g

Variable (At LevelConstant) (At first difference Constants)
ADF Prob The decision ADF Prob The decision

GDP 1.377- 0.5623 None -stationary 2.501- 0.0371 stationary

M2 1.285- 0.6052 | None -stationary 3.827- 0.0200 stationary

CS 0.0049 0.7589 None - stationary 4.673- 0.0059 stationary

CGF 2.149- 0.2303 None - stationary 4.571- 0.0042 stationary

At Level Linear Trend At first difference Constants

Variable Linear Trend

ADF Prob The decision ADF Prob The decision

GDP 2.193- 0.4542 None - stationary 2.439- 0.0463 stationary

M2 2.989- 0.1779 None -stationary 4.455- 0.0285 stationary

CS 4.145- 0.1375 None - stationary 3.947- 0.0454 stationary

CGF 2.397- 0.3645 None - stationary 4.389- 0.0213 stationary
Variable At Level None _ At first difference Constants Nqne
ADF Prob The decision ADF Prob The decision

GDP 1.057 0.9145 None - stationary 2.170- 0.0337 stationary

M2 0.147 0.7132 None - stationary 3.093- 0.0049 stationary

CS 1.465568 | 0.9565 None - stationary 2.225- 0.0301 stationary

CGF 0.330- 0.5475 None - stationary 4.775- 0.0002 stationary

Eviews gl cla e o eVl Glialll las) (e : jdaal)
O i€ gagall Sl Gaje ¢ aall @l Jleal) duball @stie gaes o (3) dsaadl (e oy
2 () e L€ el sl Manly il (e L€ (alal) g Uaill psiall Lty gl
OsSaall Tyl (3aaly ccull da (93 (gag ¢ Sie) oladly il aag (il g (Level) (ggiall b Al
Al e ALl g 3gal) il diesl) Jedladl ol e 3y (gl SV Guil) AT ae L
(CI~(1)) !
(Integration) s )dll (et (e ALelSie Laia)l) Jedladl (58 Latic «E8 Sl JolSTS Jodond.6
Ayaaiy) A Ay @ pad) JelSil culld aladnu) (Sem Al oSl chlas) sy e —
s & Jad)) (Johanson) gswilass Jlaal aes cdishll (gl G Lgiahy sl @yl
P ) idal Jalsill asie o ST agag A0lSY g ouaiia e ST e z3sad) clgial
.(Brooks, 2008:351

Gl 7 gad il padal (O guile g2) A8y sk & idial) JalSil) LIS il 2(4) Jg>

A s
dadl) JLEAY) dad da all dal) el a8l (Hyp) p2) (a2 b
Laay) Critical value (Hy) & idal) Jalsil] clgaia s
0.0000 137.0340 47.85613 r>0 r=20
0.0000 69.72220 29.79707 r>1 r<l1
0.0003 28.41233 15.49471 r>2 r<2
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0.0044 | 8.130752 | 3.841466 | r>3 | r<3

“Trace test indicates 4cointegratingegn(s) at the 0.05 level

alie ¥ Clay) i)

0.0000 67.31182 27.58434 r>0 r=20
0.0000 41.30986 21.13162 r>1 r<1
0.0050 20.28158 14.26460 r>2 r<2
0.0044 8.130752 3.841466 r>3 r<3

“Trace test indicates 4cointegratingegn(s) at the 0.05 level

Eviews gk <l i e alaie Wl (haldl aae) (e : jduaall
olew el axe o o pati ) dsesall Gl ) las) A of (4) sl e ey
S o S asng gty el duapdll =iy Ml (%5 ANS (gfee de disina i
e 2 daie dsag (Rl (Al dedall duaydll jlad) dam cal€ Ly (7> 0) JelSill ane
G sy JalSE anie (e ST agag e pan @) diadl Gl Jis el cagina SV
Lgina SV o it JalSS Clgatie D agag il ) dpeall dacaill jLad) dais calS
bl el Hlad) Wl i) JalSill cilgatie aul dsmy e e doall (sl diis Sl
(r < 3) (ooaadl Gl adaall Aol Hlad) Ao cilS Gum Y1 Lad) 5 ac s 48l Caelad
pl dsms e Lee %5 AN (gruse die digine VI le Gleaie EDB 3say b 3

il Jalsall
B e B sl Sl i) Aliiall cria) oy Ja¥) dlgh A5 ADle Sgag e Les
Dially (@) e dani€ Jaahll cpeall Jaals @l e L€ aldll g Usall aviall olay)
:2018-2004 s34l £l Ghall b ol gaill b Jicial) aolil
Dbadls OpSll las) it e wSond] 73 gedd duud) A8Mad! HLlish! ZALD :lasyly
O L L)) ADAe gag e SE Gy bl 35 aaE G oend) iy el dall Jalsil
Gl g Uadll axll L) @l e LS paasal) S mge) (8 Al Alid) @l
sl ) b dnad) Al uially (@ e A€ Jlasdll oSl Jleals @) e dun
G osall O 6l coalade oY) Al s i a Vs EDE Al aags o golas)
S Abldad)l & el o Gl colabad) G Aalad) slatly cgal Alube 8 50 Gay Aol
o) L IV ALl 3 ) Caneyy A0l Al 8 iy (Al ALulud) 3 s oy
Jod gy @Al Audee (8 et o ¥ Al (B el o ol Qi) 2D 563 53V
caas (Sasg «B5 o ST Lisenall F AN (sgise OIS 1Y) e ADle 35a9 p2m Grieall il
:(Shan & Wilson,2001) b LS elis

_ (RSS, — RSSur)/q

RSS,./(n —m)

gl 2ae @ Bukall e I UP cakdl HlasNI T laaiV) sy Slaje gsene RSS idus

13 Goaiall G Ao ADle dgag 2l g (JalSll 35l (8 Glaladdl 222 M claalinl 2ae N
Granger ) laal s V) Jgaally %5 (e Jil F— Statistic dad vic AV (ggise <l
:(Causality Tests
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Al rcial) g Adiienall il piiiall Cp Apsd) A8l LA :(5) Js

Null Hypothesis F-Statistic Prob Result
Naes DP 3.91085 0.0654 Accept causal relationship
GDR=pp\12 2.71702 0.1258 Do not accept
G DP 2.48559 0.1447 Do not accept
GRS 7.63889 0.0140 Accept causal relationship
CGalpDP 1.17882 0.3559 Do not accept
GDORBGF 3.32886 0.0887 Do not accept

Eviews gebin clajda o aladie Yl Glald) ) (e 1 jadl)
plat¥) Al (ol saill (g ol (e A€ 2 Gmje G 3D O)(5) dsaadl (e Laadls
pdiall L) o A L (@hall & sl gaill ) ) (e i€ il mpe (e 4T
aall L] ) ol sail) (g olai¥) Lalal (ala@Y) sailly il (pa GasiS alal) ¢ Uadll
sally 2l e Fawi€  Jaad Ml el Maa) o 3De 35m5 ade g Ul e LS (alal) ¢ Uadll

Laball i galamy)
Ol chlad) mil ppn B aSond] F39e3 (o2 Hldo Wl Odlelae Haddl :luelss
pladinly gl ciaial e aslil) juanall dojlasiV) d83all o 23 Al Ay il JalSallg

t V) Jgaall b LS @llyg ((OLS) (gyaeall clasyall dasyha
gl migad (A i) cilalea palls gilid ;(6)J 93>

variable coefficient S.E t-statistics P.value
C 28.14141 1.670663 16.84446 0.0000
log M2 -1.066704 0.492159 -2.167397 0.0530
log CS 1.174283 0.190163 6.175144 0.0001
logCGF -0.217633 0.218143 -0.997659 0.3399
(ajd R?: 0.85)(R?: 0.88)
Prob: 0.00002027.71436F-statistic:
1.107244 Durbin-Watson stat

Aibasy) ligydl e il 5 8 oubi@l T3 ged) donuay 0390 (o ST ludlu
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Glual delua ki LAYl dbealy a8y SVl Alsgas lewd chlasy) s
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Null Hypotheses Hy=p=0
Alternative Hypotheses Hy=p=0 |
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