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Abstract

Analysis of the relationship between the exchange rate and the inflation rate: An Empirical
Study of the province of Erbil, for the period 2008-2014

This research aims to identify the causal relationship between the exchange rate of the
Iraqi dinar and the inflation rate in the province of Erbil for period (2008-2014), using the
cointegration. It is worth noting that the Kurdistan-Iraq region suffers from fluctuations in
foreign exchange rates, and the raise of inflation rate, since the founding of the Kurdistan
Regional Government in 1992. The research deals with exchange rates concept and
types, as well as referring to the concept of the phenomenon of inflation, its causes,
effects and the ways to treat with. Finally, the research has shown that the relationship is

moving from inflation to the foreign exchange rate in the province of Erbil.
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Ghae Gilad) ity dedall A ubd Laglgl dasall A Galdl olidh dlag .z isadd)
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(4) gzt
Ay Sl &y yaiad | ol ylas |
531 G 5l iy gl
olaiY I+ adalal) oLty |+ adalil]
) ekl o) el Gl yiall SRR

-9.6914 | -9.75481 -3.34262 -2.357547 | LX
-16.4976 | -16.6026 -2.0564 -0.567761 | LY ADF
-10.9913 | -11.0986 -3.29709 -2.242973 | LX
-17.4722 | -17.5876 -3.66901 -0.97184 | LY PP
-4.08002 | -3.51668 -4.07842 -3.515536 | 1% level )
-3.46846 | -2.89912 -3.4677 -2.898623 | 5% level da

edl jlaal Eviews (Shas¥ zali ll il e sladie YU Galid) slael (a1 jaadll
S8 (6) 5 (5)clsrall JVS e gl telipadll Lal2all salaga sLanl gilis: 3-2-3

Jlal) e Naal) Gipa s (s o) Jughal) idiall JalSill Saiag ddalaa 3529 Gmilagsa
Al el G ] alind) daidlly 541 HLas) Al 8 Lpanall dadl) oY ¢ adally

. gib:m e
(5) Joux
S¥Lasd
Hypothesized Trace 0.05
No. of CE(s) | Eigenvalue | Statistic | Critical Value Prob.**
None * 0.22459 | 19.81034 15.49471 0.0105
At most 1 0.002909 | 0.224314 3.841466 0.6358
cmun JlaxaYl Eviews @La;}(\ GAU)J\ C_nl_u Q; Aaie YU Caaldll dlac ) (e 1 jaaall
(6) Joux
elaall doall 5l
Max-
Hypothesized Eigen 0.05
No. of CE(s) | Eigenvalue | Statistic | Critical Value Prob.**
None * 0.22459 | 19.58602 14.2646 0.0065
At most 1 0.002909 | 0.224314 3.841466 0.6358

buljll Jlaay! Eviews gmyt ?b‘),dl c_ﬂ:u é“' Aldie YU dalill slac) (a1 jaadll

Ot oial) sUlady) 5,58 ajaail JLAAY) Iia cidig @@ Ball ALy aesy sl yilny: 4-2-3
e gl (7) Jasadly ¢ Jlaall 1ia b clilias) Bas asdidy clabal) o cmiiall
b el 85 bl o) ¢ Jorall (e gy LaS Al cpiial ) pUady) 5y Lidl
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¢ AIC yulaa (e 80 dualy 5,580 2ie aud (8] cdaef platy) 558 LS julaa oY ¢ (s

.HQ sSC
(7) Jsuz
S sUag¥l & 78

Lag AIC SC HQ
0 -7.586439 -7.524167 -7.5616
1 -10.45415 -10.26733 -10.3796
2 -10.75133* -10.43997* -10.62712*
3 -10.69614 -10.26023 -10.5223
4 -10.61037 -10.04992 -10.3868
5 -10.58987 -9.904882 -10.3166
6 -10.5117 -9.702168 -10.1888

el ¥l Eviews sy gabial @il e b Yl Caldl shae) e aadl
b Lo Unil) raaaat Anie uilis yli sUsdl) raaua’ 4ate ok 15-2-3
ol Ll e jrw Galidily adoail) N aae Bal o JaY) Agh e dlaia) dllia-1
lal) Jlaal) dad b (alidl) A sk Yol hake adoall gLl of gLl i 3) ¢ gl
(8 Jsaad) Jhail) Lt LGRS s Aygine Lilaia) oday % 0.16 )aGas Ngal) Jilda

(8)dsull
(125 ] &_MJ' dmie yyds
LX(-1) 1

LY(-1) -0.163656

-0.02103

[-7.78368]

C -10.89466

Error Correction: D(LX) D(LY)

CointEgl -0.502456 -0.292634
-0.11211 -0.31628
[-4.48195] [-0.92525]
D(LX(-1)) 0.148592 0.229392
-0.12099 -0.34134
[1.22812] [ 0.67203]
D(LX(-2)) 0.107427 0.197534
-0.11329 -0.31963
[ 0.94821] [ 0.61801]
D(LY(-1)) -0.064417 -0.605747
-0.04561 -0.12867
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[-1.41238] [-4.70765]

D(LY(-2)) -0.064509 -0.012134
-0.04315 -0.12173

[-1.49512] [-0.09969]

C 0.000474 0.004551
-0.00112 -0.00315

[ 0.42459] [ 1.44514]

R-squared 0.244258 0.335265
Adj. R-squared 0.191037 0.288453
Sum sq. resids 0.006463 0.051442
S.E. equation 0.009541 0.026917
F-statistic 4.589486 7.161907
Log likelihood 252.0812 172.2195

Akaike AIC -6.39172 -4.317389

Schwarz SC -6.209085 -4.134754
Mean dependent 5.59E-05 0.002484
S.D. dependent 0.010608 0.03191

el sl Eviews as ¥l gali sl gl Glo slaie Yl il shel e 1 jaadl
O A ABMal) 13 g adeiailly Hluad) Cipa jrew (i J2Y) dligh 4|5 ABe ellla-2
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(6) Jalsall J<a it . aaly olad) (he ABMe Uia Lyl
Ol 130 oY) ¢ il jang pdeiil) G ) dsh O3l a5 O p) (o3
S %50 Jlakas O5lsl 138 gaanal alyg ¢ Uadldl paacal ddslee e ma JUAL calas
o Augd clibud) () Jaid Lagy 15 J3A8 dasaual oy (el JDES) @)
) pdedail) (e A JaY) Bead Ailaiud 352 ate ¢ JaY) Baall) ciligpall qilii g4
Alaiul s a2 cpa b ot LR Augine b Bpaad cilalra gpas (Y ¢ dipall
- Al i) jaa e o dipall gt (A el 8580 JaY) B
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Variance Decomposition of LX
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