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Abstract
The paper focuses on analyzing the relationship between the trade balance deficit and the
public budget deficit in the Iragi economy for the period (2003-2019), Starting from the
assumption of the effect of the balance deficit on the budget deficit, according to the nature
of the Iraqi economy and its characteristics, where the oil resource, as an external variable,
largely controls the structure of both the trade balance and the public budget, As the
monetary and fiscal variables (exchange rate, interest rate, taxes, money supply) do not
have a significant effect on the two deficits. By following Granger's causal approach in
measuring and determining the direction of causation, and by relying on quarterly data on
the trade balance and the public budget, the paper concludes that there is a positive

relationship from the trade balance deficit to the public budget deficit.
key words: public budget, trade balance, Twin deficit.
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n0 *
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n0 n0
JJY\ é)ﬂ\ e
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(A max sl
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4818 Aadl) 5% sl dad A trace ALl A ) a2al) Fpa
0.603438 15.49471 84.77040 r=1 r=0
0.343373 3.841466 26.50029 r=2 r<l
maxA aliad) 454 4ol Las)

413 daga)) 5% dapall daal) max Aad) 4 ) pdall dumd
0.603438 14.26460 58.27011 r-1 r=0
0.343373 3.841466 26.50029 r=2 r<l
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<l i LogL LR FPE AIC SC HQ
eUary)
0 290.8884 NA 2.64e-07 | -9.471752 | -9.402543 | -9.444628
1 462.5638 326.4647 1.08e-09 | -14.96931 | -14.76168 | -14.88793
2 611.5623 273.5709 9.32e-12 | -19.72335 | -19.37731 | -19.58773
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768.7969

56.87726*

7.02e-14*

24.61629*

23.99341*

-24.37218*

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion
HQ: Hannan-Quinn information criterion
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Cointegrating Eq CointeEql
LY(-1) 1.000000
LX(-1) 1.457915
(0.53182)
[ 2.74136]
C -2.50903
Error Correction D (LY) D (LX)
CointEqgl -0.014116 -0.001630
(0.00546) (0.00753)
[-2.58454] [-0.21652]
D(LY(-1)) 2.371887 -0.245939
(0.16417) (0.22624)
[ 14.4473] [-1.08710]
D(LY(-2)) -2.372495 0.550211
(0.40277) (0.55502)
[-5.89043] [ 0.99133]
D(LY(-3)) 1.156508 -0.500089
(0.40603) (0.55951)
[ 2.84834] [-0.89379]
D(LY(-4)) -0.286089 0.178769
(0.16376) (0.22567)
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R® 0.994605 0.995390
Adj R2 0.993634 0.994560
S.E 0.000438 0.000603
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