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The Direct and Indirect Inflation Targeting Policy and the Extent of its
Contribution to the Administration of the Monetary Policy in Iraq.
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Abstract

Success achieved by inflation targeting policy as a mechanism for controlling prices
increasing led to an increase in the number of countries applying it (weather developed
or developing ).And Irag as one of these countries that pursue to adopt this mechanism
to manage its monetary policy and controlling on prices volatility after 2003.But the
elements of direct inflation targeting within its different forms (rate, range or upper
limit) are not available currently. And throughout descriptive and quantitative analysis
we found that these tools does not have short —run affection on price index, and its
effect appears just on the long- run. Also the result of the analysis have showed that the
exchange rate is the most effective tool "relatively " in influencing the price index in the
long-run comparing with interest rate and money aggregate.

Key words: inflation targeting, direct inflation, indirect inflation ,inflation rates,
monetary policy, price index, interest rate, exchange rate, money aggregate
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P e adaadll GilaginY Taylor role sl sacldl ks nominal anchor eew) cifie )
s odlie) 5 2004 aleds yad) 53 oy m3 5 216,2014((enra 5 ,E1) 33l jau Calagiul
ddde) e aaai dgag a5 A gand) Gl gliay il WY juald L..g_):\ﬁt JaeS policy rateduludl
OV Y ((4) IS i) adail)l c¥ama s Al e oy G Aaylall A8Dall Lgaa 5 LS 5 A0Y) 038

AN ol gadl & abdad aay adicaill GV Aol 8 salill ) Cadie Cilagind dyllad axe

A S 1993 ple Lgmny LS UG Alolas Al 2= % + % + 15 (mt- %) + 0.5 y S | e

, (Jishl JaY)) (sl 320l 7 *, (5 S el Slidd] S (o gl asacail] Joze 7it, s olad] aduiaill Jize y 5 sad
sa ilil] 5 Cisgions (5 siue S aduiall] ) i) (A g 4 S gl sl Gl Aoleal] 238 Gasiaiis 4 jlad) oilil
Usluial) o sonitiell Lol Lulusalls Lasi o illeal) of cin gall Gl i) ) LaS, Jainall of siie
(Hofmann&Bogdanova38,2012 :.)
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JaSU S6il) §gm b ASeall 35l Sland Ly Lgndi e uad 81 yal) (g 38 pal) il il b))
il Al G b g slhae) b Lo slaie Y Sai 3gls 5y skie e (Gandl oda Ullay caaY) 5 juad
. ((www.cbi.ig/x1&wr/montary%20) & =1l s S sl
i sl Il A ALl el dad o iy 35 (e Gae 25a s 5a¥) allady 52l jras 55 i il
Al ad ) el e Ja a5 ((www.iier.org/i.up) dsd (am A 4 %400 ) daaly Ans ye
O sal Bygusl (i s o jlaal) g Al Glaii) dulis 8 G paill slaB@Y) dpubis 5 320 e
e %80 otk e o) plhadll dias 5 Aallall Adalu gl Camag (8 paall Slealdl alas o) W) saaa
.(38,2014: _£13) gjﬁ\ Ll s (&P B 93na i yadl sailall Hea e Jaa LéJLc_::}“ gj;‘,j\ C:\L'd\
Uslae i Sal o gumsall 5 (38N pafilly 3laty 5L il (ke 50060 sl sl dlalie) 8 ~Ladl) o
i) geiil) Gl oy G ((2) b Alslaall ylail) Alabaall b il 5 sady (3lahy L La g 515
Zisai oo ) JS MK AU sai ol e Sl A0Sl 5 Aplai®¥) Glesall (e J jras slaii
IR e 330 e Cilagiad Alae () e gy Lan i) il pa Jal il s ggd Jaall (55l (38l
[(261,2014 : (paray s212) dadls e drpa Gl 3508
(4) Jsa
(2004-2014) (A1 Al Aai®Y) B adlal) Jara g dpaad) Jpau Cpp 4B}
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Money Supply (M2) &l o e G

¥ ki il g o peall land a3 A G055 05 alai gl e Aelicall Glald) alaes Caga)
Money il Jasall Gilagivl 4 i ¥l )aiul o ddailaall sana cudi sl alay
.aggregate

DA e gl i gal) sai A L s Sl (B 8L BT (e oS al) i) ey ing
78,(2014:53 520 5 5 n) Jeshll 2a¥1 & S Gmge b Ll 4l dba gy i) e 43010 s
S e o) G dea Adae il gaaay aday il Jeadl) JM& (e pdadll Gilaginl b G el i
G 35 Gk e om eesSall GV Jipai o) Ll dpaill ALl Jd e 4o 5 ) (S
Ol alend 058 Laxie 5 . wwweiier.org.liluploadfiles( s Sall ¢l *)(Monetary Base (il
13l Finance Dominance dslall 4lall Ledde (rangd A gall (5 Jlay (gamil) )b A aS dasSall e
Y5 ] ¥ s sall 2S5 alE e Sl A gl L aSadll (5 3S jall el aakaiegY
J Allg) dadaail)l &)y gall adn B A ), www.iragieconomists.net Adadill 3 ) sally & sSaa(
Sar LS Gl T il laa) gy e Jaay Asall Jals Wiy (A1) cila) ) sl (e %95
Cun, il Janall A e sl Gilagind A Coaa gl il )8 Jales pdiper Aleind)

(4.59%) () Joms sialls 430 Clia

(1) Jssa
Gl B il i Eud) Jalaa (2014-2004)
A GDP/A M2 A M2 M2 A GDP GDP <l sind)
% % %

- - 6.9 - 26990.2 2003
1.196175 66.52174 11.49 55.61204 42000 2004
11.36815 27.06701 14.6 2.380952 43000 2005
3.769863 43.83562 21 11.62791 48000 2006
26.39083 28.09524 26.9 1.064583 48511 2007
4.443769 29.36803 34.8 6.60881 51717 2008
5.194842 30.17241 453 5.808148 54720.8 2009
4.767734 32.89183 60.2 6.898839 58495.9 2010
0.108364 19.60133 72 180.8843 164305.8 2011
0.246366 4.583333 75.3 18.60379 194872.9 2012

-1.614 16.46746 87.7 -10.2029 174990.2 2013
-5.35658 3.420753 90.7 -0.63861 173872.7 2014
4.592319 Lous gial)

(2004-2014) <) sind) [ sluaadd (538 ol Slgallf Jadadal) 551 55 ity Ao Aaie Wl Galal) dlae) (e Jgaad)

* sl Gl ila + Apial) Gla s sl dla e 5le o
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Jelad alaiely e paldl) o8 1 g aducaill Jase o) il agiad) il pitia (e ABMal) Jula 1A ) gaall
d jidall JailiCo- integration Analysis

Tasad Gaa LD uldl o8l g adatll Jass ol) Calagiul) < yaata Cp A8l paal 6V 6 shadl) s
i 8l e EAT) 3..»\‘)3]\ 28 3.:\44‘)3\ Judll ynit root 3as 4l S b o yidall Jel<all Jalas
» odull

Ho:a=1
H1: a<1

0 3 adx il Gl Ja Lild aal ) e S8l 4y sime o S U A sinall (5 sie o SIS Cua
e il O (g, Bas g

gl y JSGy 5 e e Al 0 (1)2) @8 ) Jsandl duia ja LS5 (CPI Unrdial 40 Jaiu) sl e Jaa3h
olaiyl & il o) constant <l Jﬁﬁ) Slaaa) JISE) calisg die 5 [evel ((0)) Lo s siall xic
dapall adll e 8 S Eus t- statistic af <l ) 50lS WS ((None Lgisn sl constant & trend
sl p-value ad Aagsill oda e Sms (%10,%5,%1) A8 @l giue alide de critical value
IV OIS gaaad %5 ainall A8 (5 sise (po S S

Table (2)

CPI STATIONARY AT LEVEL ((0))

LEVEL ((0)) CRITICAL VALU T-STATISTIC P-VALUE
1% 5% 10%
CONSTANT | -3.592462 | -2.931404 -2.603944 -1.015646 0.7393
CONSTANT & TREND - | -3.518090 -3.189732 -1.932931 0.6202
4.186481
NONE - | -1.948686 -1.612036 -0.946883 0.3012
2.619851

E-views iuas¥) il cils jae e alaie YU Caaldl dlae ) (e Jsaal)

(3) i Jsaad) Lea o WS g pual g JS ) jELY) gad Lealad) Jaa3 CPI ALulull Jg¥) (38l 24 die
p- s O S HlaaiV) JISE) alidal g A8 il siue gaead Aa all addll (e S) T-statistic a8 il Cus
JSE e die 5 %5 (0 J8 Leadd paen o) as J5Y) @Al 38 2y ALl ) il e 3025 value

_J\A;.'\Y\

AgalaBY) a slal) dlae 15
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Table (3)

CPI STATIONARY AT LEVEL ((1))

LEVEL ((1)) CRITICAL VALU T-STATISTIC P-VALUE
1% 5% 10%
CONSTANT -3.596616 -2.933158 | -2.604867 -6.231340 0.0000
CONSTANT & -4.192337 -3.520787 | -3.191277 -6.264845 0.0000
TREND
NONE -2.621185 -1.948886 | -1.611932 -6.294101 0.0000

E-views sbas¥l zab il cila jde e alaie YU Gl slae ) e Jsanl)

sl e 5 i e AL ) 4) Jpoall I8 e (ot (IR il Al i) sl el Ly
CONSTANT & TREND olad |y (i) adald 2 ga gn jlasiV¥) oWl laasy) JWSI) Calisa die 5 ((0))
cbli Jga g slaaaVl Alls Sl lasal) JISE @Aéj %5 e J3 5 AY ) GilSp-value a8 O WS
AR 2 gy A Alulall b Sus Gle JS6 4 ) i) sl A e S Sl G Y eladl

(5)pd) Jsaall Lea iy LaS g olatl g Culf 2 g g ae Al o) GOl 3 g g HlassV) die J W1 (34l

)t ALl ) JLEAYI U5 (5058 7) 5 (6) sl Lemme LS (ER ALl ) jiidy (3 Lo L
p- s T-statistic Jbial b i S5 Js¥) GLa) &) e )Tl il LSl (5 siual ie 3 )il
(e b slai¥ 5 il ) (adalill) cadil) e) laas¥) JISa1 Calisa e value

Table (4)
LEVEL ((0)) CRITICAL VALU T-STATISTIC P-VALUE
1% 5% 10%
CONSTANT -3.596616 -2.933158 -2.604867 -2.066846 0.2586
CONSTANT & TREND | -4.234972 -3.540328 | -3.202445 -3.885110 0.0231
NONE -2.621185 -1.948886 -1.611932 -0.945018 0.3018

IR STATIONARY AT LEVEL ((0))

E-viewssbaa ) zali pll s jaa e alaie Wi dald) slae) e J saal)
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Table (5)

IR STATIONARY AT LEVEL ((1))

LAl & &l Al 5))s] 3 lewl sy ezl sl ey alll Ol s

LEVEL ((1)) CRITICAL VALU T P-VALUE
1% 5% 10% | STATISTIC
CONSTANT | -3.596616 | -2.933158 | -2.604867 -
3.130707 0.0318
CONSTANT - - | -3.146268 0.1093
& TREND | 4.192337 | -3.520787 | 3.191277
NONE | -2.621185 | -1.948886 -
-1.611932 | 3.169599 0.0022

E-viewssbaa¥) zali yll Sl jaa e alaie Y Ealill e e Jgaall

Table (6)

ER STATIONARY AT LEVEL ((0))

LEVEL ((0)) CRITICALVALU | T-STATISTIC P-VALUE
1% 5% 10%

CONSTANT | -3.596616 -2.933158 | -2.604867 | -1.836883 0.3581
CONSTANT & - -

TREND | 4.192337 -3.520787 | 3.191277 | -1.559150 0.7921

NONE | -2.621185 -1.948886 | -1.611932 | -1.252884 0.1901

E-views baa ¥l maliall cila e e slaie YU Galill slae) (e Jsaal

AgalaBY) a slal) dlae
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Table (7)

ER STATIONARY AT LEVEL ((1))

LEVEL ((1)) CRITICAL VALU T-| P-VALUE
1% 5% 10% | STATISTIC

CONSTANT | -3.596616 -2.933158 | -2.604867 | -4.155900 0.0022

CONSTANT & -3.523623 | 3.192902 | -3.959435 0.0182

TREND | 4.198503

NONE | -2.621185 -1.948886 | -1.611932 | -4.009360 0.0002

E-viewssbaa¥) zali yll Sl jae e alaie Y Ealill e e Jgaall

JSa) Galinad g 5 e e S 288 M2 Aol 4 ) jEaY1 LR &5 (9) 5 (8 oY sad) Gaw sdls
GUAll 330 2y lasiV) QIS Gilide die ZED g gaealy i i) Y1 ((0)) s sivsall i lasiy)
JsY)

Table (8)

M2 STATIONARY AT LEVEL ((0))

LEVEL ((0)) CRITICALVALU | T-STATISTIC | P-VALUE
1% 5% 10%
CONSTANT | -3.592462 -2.931404 | -2.603944 | 0.117796 0.9635
CONSTANT &
TREND -2.043225 0.5617

4.186481 -3.518090 | 3.189732

NONE | -2.619851 -1.948686 -
1.612036 3.811425 0.9999

E-views baa ¥l maliall cila e e slaie YU bl slae) (e Jsaal
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Table (9)

M2 STATIONARY AT LEVEL ((1))

LEVEL ((1)) CRITICAL VALU T- | P-VALUE
1% 5% 10% | STATISTIC
CONSTANT | -3.596616 | -2.933158 | -2.604867 | -6.584310 | 0.0000

CONSTANT &
TREND -6.537811 0.0000

4,192337 | 3.520787 | 3.191277

NONE | -2.622585 | -1.949097 -
-1.611824 | 2.364382 | 0.0192

E-viewssbaa¥) zali yll Sl jaa e alaie Y Ealill shae) e Jgaall

oYl L\.\SA:\, LSM\JJQBJAWMJ:\Q&&LIL@\JJJY\ d)&“ KEQRRNTSS )MQ\M\@A;LJ\L}AJSN\M
Gl jzial Co-integration G yidadl Jalsall lasl =y Ao aia) Gl Hlaa) e A0l 5 gadll ) ey
LAl

Sl Sy dadl e IS el A s sl e Al Judldl didas e ol ) Jalsdll 5 S8 g
Ol g el 138 Jie a5 Sl 1305, ASLa) e die 311 Judladl (e ¢ sSdly Caaty i ) e 2l 5 Al
by o) dashll MY 8 A ) sl ABDall a9y Lt Al (e AlalSEe a8 Agia 3 Juludl

.(125,2013:

.Engle—Granger two-step method (i shay ;s yall 48 jhall o2 & Hlind

Jalill jlasil Aabee e Jeans Gua OLS Dbl (5 jrall cilay pall 44 jlay diadd) 48Mall paii ¢ Y
Al Al lasil (e algiall el gl 8 g) 5okl laai¥) Bl e daasd diey o il
e 3 e B sl ClS 138 ) o Su ) o (V) Al ) e Al 3 ghadll (a1 A5k
il 1Y) Lel Aldiuall <) yaaiall g daieall puaiall o 2eY) AL gl 30330 65 ABDe dgag I ad 13gd (5 il
@)y sVl o5 21 Al gha A3l i) Al le )y 1368 (5 shall die B jEiae e B sall Al

.spurious regression

Jiaadll 5 38 pai o)) ECM Uadl) sl a3 508 Aol ol el LAY (e 400N As jall Wl
& A Adual) Al Aalaall jlassl A e (0 A pre sl - ) sl Alad 3 gaill B gal A 3
eloal 5 Aul Al &l yete aead ¥ GoA A 2y f bl Uadll usial aa ddlialy (S5 Als all
Jassy)

D
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................................... SLl 3 &l Auloadl 310 (3 Wl gty pnzdl sl ey alll Glaed Llw
OLS 48k (Jashll Ja¥) Aalas) z3saill jlasi¥) Aalee 5038 (5 jan LAY e (oY) s pall Apnilly
(VS Hlaai¥) (Bl g e J pasll dlal)
CPI =53450.623 + 850.127*IR - 29.434*ER - 0.000342*M2
s AUl dpia @l s g E A sl Ay ) i) HLaAL 4 58 o3le ] Aalaal) (1

HO: E is stationary
H1: E is None stationary

Table (10)
LM-Stat.
Kwiatkowski-Phillips-Schmidt-Shin test statistic 0.066830
Asymptotic critical values*: 1% level 0.739000
5% level 0.463000

10% level 0.347000

E-viewstbas ) mali ll Gla j3e

vie da all all 0 J8) a5 0.066830 &l LM-Stat ssbas) dad Ldla 43l Jaadl (10) Jsaal) (e
i o5 13 5 V) B g 4yl i) e Gaii Sl sl dpa i s Sy Ul s il sl Calis
Adinal) el g ddstiall Ol el o 2 AL sha 40 ) 1 A8Me D gag

s i) JalSall il A Ala Sl QU Jis @ jiial) JelSE 3B 3 gy (e S S

Dl o dushall gaall 8 Qe ol al s (Wadd) ol 2 Aliles) uadll Ja¥) Alales s
el 5 Aulall Gl ysie aaead JY) A0 330 ey halid) Wadl) mosal aa ddlialy Al dlabeall
s Al sl e Jeas lasiy)
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Table (11)

Variable Coefficient Std. Error t-Statistic Prob.

C 214.0489 709.6568 0.301623 0.7646
D(IR) 257.6709 431.2991 0.597430 0.5538
D(ER) -19.99214 2595516  -0.770257 0.4459
D(M2) -0.000340 0.000267 -1.273346 0.2106
E(-1) -0.339571 0.118493 -2.865736 0.0067

R-squared 0.214573 Mean dependent var -189.9884
Adjusted R-squared  0.131897 S.D. dependent var 3940.892
S.E. of regression  3671.811 Akaike info criterion 19.36370
Sum squared resid  5.12E+08 Schwarz criterion 19.56849
Log likelihood -411.3196 Hannan-Quinn criter. 19.43922
F-statistic  2.595335 Durbin-Watson stat 1.937122

Prob(F-statistic) 0.051595

E-viewsSbaa¥) zali pll Gl jaa

SIS Jyshall gaall

D(CPI) = 214.0481 + 257.670*D(IR) - 19.992*D(ER) - 0.000339*D(M2) - 0.339*E(-1)

G IELY) a8 A8l ol X35 (%5 >0.0067) 4k siza s Uadll srasat aad 4Ll 3 LAY o) Jaa
e Al il ol L) sl aa¥) 8 o sSs aeinal sial e il o) (sl)di skl sl
(Al e JgY) Jaadll 3 Ly &) Jaams 38 %33.9 (Jabiatililll puldlgiles | (Ouadll Ja¥) 4 5 jiiue

. Equilibriumg)) siiidlsdiDisequilibrium o)) sl axe Ala e Jaisil

AgalaBY) a slal) dlae 21
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il ki |

gl sa 05 o g JlesdU aladl (5 sl ) il ol Al dulud) aila al el A5 -]
a5 3 bl sie aey b gale IS8 cala 3 il Ll sda Gl s | dgaiall dubud] 2aY) Jy sl gl
Al (bl e A sl il il laa)l A (e e plall (5 sivadl 8 ) ELY) GEaS o
L) 50 saaa daadi) i) s ) a8 Al ) adiaill C¥ara o B plasll i dlels (K5
eaaill bl Cilagiu¥) e Aaild bl o il ol 3512y die 30

e Ala) Dpen sl 5 LBV ) Gl Calagiul) Aubid oS5 hia gl Jalail) il & pedal 2D
Al 5 Ciyeall e s Jh 3 laolaie) ol s, adaaill aliall Calagiul) &) aladiny 4la 5
o3 e aalill IV A0 pane Cany 8 Ly CBlaAY) b o jlial die any 38 Lo gae Adlall dpal)
DD sl (5 el e Ao

Gopall e 40 DA e adezill i) e Gilagind) Al dlaeY 4D cliY) g -3
EU s 2a3 Al Qb)) e Bkl (8 S IS8 (5 S el il hadiag ()
il Ay A jlie Calagiu¥) 8 Ao ld ) el Al al) calill ol 5 s gl Jolail)

PR e pdoaill Ll ye Calagin¥) ol ECM Wadll usaal a3 gad Alalae 0l & pelal 4
ghiss Oy dushll gaall o abinad oy S5l (e o 331 jry i pall pad ddag gl) Sl Al
Joshall aaY) & o515l Alla ) 3 gail Jaed 3 5% 9433.9 )

ol @ Gl |
3 saiall Caagdl s Auatill dulpdl 3,00 8 dexiiivnd)l A0V Jsa i peay gaal 5 o0k lllin 06 o Gy -1
Sanaill (pma ey 2 sl Jara Calagial 51 € SlanSU el (6 gisall b oyl 8 s b gie

A yid Adaall) Z8K Cany SHlend aladl (5 sisall 8N IS Cojeall e 31 e slaie ) J4lis -2
CAleadl ) e A (e Y 028 e

COlaaall Ao Sl als (e IS s ) b @l ) E Jlas (8 ba sead Jobia) auiil) -3
ccalagiad) Al Jad Uil Calaa¥) ol caial (5 3 el @i g Alall 550 5 (il Aol

Apans 5l (aanall) YL Al Y o Al Al 500 1S il Cilagial sai an gl Alls 3 -4
el 138 8 Aallall Cojlaill Gl L1 53 LeS Colagiaat) A -l (lanial 481S 28
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$a W
(1) el
3l DA adaill HEL) yie g Ll Calagin) &l plige skl
2004-2014
(100=1993)
()
% 3ilal) P A_Q‘}An PLY sl U P;.ai“ J.\M ‘sul_)sl\ ?5‘).“ C'_I\j.u.nn
(asbaall ) EX M2 JnBUCPI
33.6 1453 11498148 27.0 8815.6 2004
27 1469 14661650 37.0 12073.8 2005
37 1467 21050249 53.2 18500.8 2006
53.2 1255 26919996 30.8 24205.5 2007
30.8 1193 34861927 2.7 24851.3 2008
2.7 1170 45355289 -2.8 24155.1 2009
-2.8 1170 60289168 2.4 24212.2 2010
2.4 1170 72067309 5.6 26119.9 2011
5.6 1166 72132935 6.1 26212.8 2012
6.1 1166 75497599 6.4 26312.5 2013
6.4 1166 72087457 2.2 145.9 2014
19.56 1267.9 43433427 16.84 21545.95 Lo sidll

2004-2014 &) gl felasd (5 S yall Sleall/hadadill 5 ) 55 1 jadll
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yalall

Ay ) A3y jalaaall @ Y

Aala) Cusay "dladl)l e I ) L) e 31l 8 Aaill Auludl" a2 2 geas 2l -1
2014 #1532l 65 231l Ay e

o B Sl I ol (g se (e dgaiill Aud) Bl el ) G oae 5 AR S gana el -2

Al LylaYly by o stall ilas "2011-2004521 ‘;\jd\ alaidy|

20142135, 7923211 20
20all Jadadill s el dgaal) MO0 sl Gulaa Jsal iay 13e (ol admil Calagind® ~Lis 313, -3
.2009,<w 8 (31)

b )y AT o @ i) Sl Apad) M) JLES) " a2 AS 5 deal oD -4
LalaBY) aslal)l 40113 22ad) Cialll Alas "(2011-1970) sy JSA s all sLadY)
2013, 53 a0 - AL 55 L je gaald daals | pdllasle 5 4 jlaille slall

el Loalel) Cpal] 5l A0S Alae "l sl s pdmdl Cilaginl® seal el g it -5
2004, seds (e

s A,y — Lol Al 50V Cam (Ll adatl Cilaginl Aulud Ayl hiedlue -6
ALV glall IS ALY - e 5 0 dpes Aaals, ale Al 5, "2003-1994 5l i sl
2005, 53 ) Ao lain) o slell 5

sally Sy ke el Sd dhll Bl Al alla a2 el ali -7
2008 Jsai i, (8l (538 yall il M galiai@y)
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