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The impact of inflation on the performance of the Iraqi stock exchange
for the period (2005-2011) using vector error correction model (VECM)
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Abstract
The inflation is one of the big problems faced by most of the global economies,
especially the Iraqi economy and because of its effects on the overall economic sectors
including the financial sector (Iraqi stock exchange), this paper aims to state the impact
of inflation on the performance of the Iraqi financial market for the period2005-2011,
through the analysis of the inflation and market index monthly data for using Co. Vector

error correction model, The results show, there is a bile here long run relationship
between inflation and market index.
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-7.140899* -7.256072* -7.332112* 1
-6.972753 -7.164709 -7.29144 2
-6.790509 -7.059247 -7.236672 3
-6.612822 -6.958342 -7.186459 4
-6.398598 -6.8209 -7.09971 5
-6.252272 -6.751356 -7.080859 6

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

gl Jaa¥) EVIEWS el s jie 1 jaadl)
Wil sl Apia g 3 gad il —4-4

Ut s daia =il (5) Jsandl

pauail) Goud) Hi3a
D(LPR) D(LIN)
CointEql -0.14124 -0.45338
-0.05076 -0.19964
[-2.78247] [-2.27104]
D(LPR(-1)) -0.05982 -0.24705
-0.10956 -0.4309
[-0.54595] [-0.57335]
D(LIN(-1)) -0.00974 0.237038
-0.03069 -0.1207
[-0.31730] [ 1.96386]
C 0.006 0.004096
-0.00224 -0.00883
[ 2.67334] [ 0.46407]
R-squared 0.119339 0.089139
Adj. R-squared 0.084112 0.052704
Sum sq. resids 0.027467 0.42485
S.E. equation 0.019137 0.075264
F-statistic 3.387761 2.446547
Log likelihood 202.4903 94.30983
Akaike AIC -5.02507 -2.28633
Schwarz SC -4.9051 -2.16635

el oY) EVIEWS gl s it jaadl
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Response to Chdesky One S.D. Innovations

b Response of LPR to LPR

015

010

-010

-015

1 1T T
1 2 3 4 5 6 7 8 9 10 11 12

d Response of LINto LFR

1 1T T
1 2 3 4 5 6 7 8 9 10 1M1 12

a
020

Response of LFR to LIN

015

010

-.005

-.010

-015

T 1
4 5 6 7 8 9 10 11 12

Response of LINto LIN

T 1
4 5 6 7 8 9 10 11 12

AL G Gl G ey adail) il Adaiul) 2505 J) s (3)JS4

ol alia Julas e

S oaly oobre Glad e aie A sde denal Gl GUSe Jias Jisa (4) JSE eky

Dy adml) ) and ¢ pdatl s e ddad ey ¢ Al @00 @oal G sdses adal
a8 3pndl i5al Raaba (51 223 Y gpn (B ¢ s il ) s ISV Leld b aulis e %100
=iy A ¢ B pedV) & caling ) (Ko (b 4 JSAl) e WSy JaYI el B adal) ol
Hse ) (ad) Sl DA e Ladl L ¢ e galall el (8 %70 L die i o) ) moall
138 i 8 gl ) s aaid AaaU < gl 8 L o JgY1 el 8 sl ol pud Y5l
Gomdl Al y b ola®Y) Jiatll ae oty 134y ¢ pde SE) sedl) die %40 N deay is ol

- ey aall il Lulg digeca

s Js¥) el (B Gl a%e (b dealall il e %8 uds adil o ek AT dea o
%92 judy bsmal) e ety ¢ (d 4) IS any L tday b S el 3 %40 ) Jeay Sa 13
- (C 4) JSa mmsy LS5 IV el DA s e auls



(L

UNIVERSITY OF ANBAR

02013 / Gl dyylaNlg dusLiaiBHl pglall LNl Geala dlas 10 33211 5 alaall

Variance Deconmposition

b Percent LPR variance due to LPR a Percent LPR variance due to LIN
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95.89089 | 100.645 | 2009-07-01 | 96.60797 | 26.599 | 2007-04-01 | 49.3334 | 63.919 | 2005-01-01
98.70427 | 102.245 | 2009-08-01 | 96.16086 | 24.967 | 2007-05-01 | 48.10812 | 72.763 | 2005-02-01
99.74957 | 113.844 | 2009-09-01 | 101.9908 | 25.876 | 2007-06-01 | 45.24261 | 67.203 | 2005-03-01
98.62934 | 109.08 | 2009-10-01 | 98.70834 | 40.948 | 2007-07-01 | 46.30298 | 56.372 | 2005-04-01
99.05976 | 106.25 | 2009-11-01 | 104.4695 | 41.9 2007-08-01 | 45.33627 | 60.326 | 2005-05-01
100.3742 | 100.86 | 2009-12-01 | 102.247 38.55 2007-09-01 | 45.80822 | 56.626 | 2005-06-01
123.3 93.96 | 2010-01-01 |97.93343 | 36.99 | 2007-10-01 44.609 | 52.014 | 2005-07-01
123.6 92.99 2010-02-01 | 97.55473 | 34.627 | 2007-11-01 | 49.29961 | 45.126 | 2005-08-01
123.8 90.71 2010-03-01 | 98.3671 34.59 2007-12-01 | 50.02932 | 40.035 | 2005-09-01
123.8 94.07 | 2010-04-01 | 101.7188 | 34.02 | 2008-01-01 | 53.23607 | 53.249 | 2005-10-01
123 92.74 2010-05-01 | 101.154 36.1 2008-02-01 | 55.66057 | 43.403 | 2005-11-01
122.6 93.56 | 2010-06-01 | 100.0802 | 37.51 2008-03-01 | 57.0186 | 45.644 | 2005-12-01
123 92.75 2010-07-01 | 101.9147 37.3 2008-04-01 | 60.32919 | 38.209 | 2006-01-01
126 91.47 2010-08-01 | 100.5876 | 38.35 2008-05-01 | 68.24649 | 29.387 | 2006-02-01
128 92.88 2010-10-01 | 95.53458 | 38.145 | 2008-06-01 | 69.38341 | 25.445 | 2006-03-01
128 95.72 2010-11-01 | 97.31488 | 38.045 | 2008-07-01 | 68.5576 | 28.418 | 2006-04-01
127 100.98 | 2010-12-01 | 99.02719 | 38.982 | 2008-08-01 | 69.37119 | 25.811 | 2006-05-01
128.8 116.44 | 2011-01-01 | 102.5296 | 54.382 | 2008-09-01 | 69.85047 | 25.584 | 2006-06-01
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96.24108 | 251.631 | 2009-06-01 | 94.80202 | 28.745 | 2007-03-01
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