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Abstract:

The research aims to identify the impact of some macroeconomic variables and
the general level of prices. To maintain the general level of prices in Iraq, as this study
attempts to ascertain the impact of some of the macroeconomic variables represented by
(Gross Domestic Product, exchange rate, government spending, foreign currency sale
window) on the general level of prices in Irag. An annual time series extending from
(2004-2020) was used, through the use of a standard model, the statistical program E-
views 9). By doing a co-integration test between the dependent variable and the
independent variables through (Bound test), between inflation as a variable follow and
some macroeconomic variables as independent variables (Exchange rate, foreign
currency selling window and GDP) and work on estimating the relationship in the short
and long term using the Autoregressive Distributed Deceleration Model (ARDL).

As it was concluded through the results of the tests that there is a positive impact
of some macroeconomic variables, the positive impact was on the exchange rate, the
window for selling foreign currency and government spending, as it was found that they
affect the general level of prices in Iraq (0.12%) and (2.2%) and (0.001%) respectively.
As for the gross domestic product, it had no effect on the general level of prices.

The most important recommendations were to work on increasing investment
expenditures and directing them towards weak economic sectors in order to increase the
contribution of weak sectors to the gross domestic product.

Keywords: Public spending, gross domestic product, exchange rate, currency selling
window, inflation.
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Leve|
INF EX EXCH WS GDP
With Constant t-Statistic -1.8167 -1.8018 -5.0288 -1.7100 -1.9036
Prob. 0.3693 0.3766 0.0001 04217 0.3288
n0 n0 rk n0 n0
With Constant & Trend t-Statistic -1.8744 -2.0534 -5.6143 -1.2752 -1.3554
Prob. 0.6560 05617 0.0001 0.8855 0.8649
n0 n0 ok n0 n0
Without Constant & Tren... t-Statistic -1.9232 0.0194 -0.5725 -0.0293 0.2030
Prob. 0.0526 0.6855 0.4655 0.6694 0.7422
* n0 n0 n0 n0
At First Difference
d(INF) d(EX) d(EXCH) d(ws) d(GDP)
With Constant t-Statistic -6.2204 -8.0518 -9.3015 -8.0767 -8.1088
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
*k%k *kk *kk *kk *k%
With Constant & Trend t-Statistic -6.2271 -8.0521 -9.2905 -8.1963 -8.2992
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
*k% *kk *%k% *k% *k*k
Without Constant & Tren... t-Statistic -6.2133 -8.0623 -9.3654 -8.0623 -8.0623
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk
Notes:
a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
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Bl (B zasadll Sl i (pp) Gaom-osld L) (V) Jsaad)

UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root

Atlevel
INF EX EXCH WS GDP
With Constant t-Statistic -2.3665 -1.8109 -5.1388 -1.7100 -1.9027
Prob. 0.1550 0.3723 0.0001 0.4217 0.3292
n0 n0 Fokk n0 n0
With Constant & Trend t-Statistic -2.7928 -2.1835 -5.8562 -1.2752 -1.3554
Prob. 0.2051 0.4906 0.0000 0.8855 0.8649
n0 n0 *hk n0 n0
Without Constant & Tren... t-Statistic -2.2609 0.0194 -0.4542 -0.0293 0.2030
Prob. 0.0240 0.6855 0.5146 0.6694 0.7422
*k n0 n0 n0 n0
At First Difference
d(INF) d(EX) d(EXCH) d(Ws) d(GDP)
With Constant t-Statistic -8.0209 -8.0518 -24.8983 -8.0767 -8.1088
Prob. 0.0000 0.0000 0.0001 0.0000 0.0000

*k%k *k%k *k% *k% *k%k

With Constant & Trend t-Statistic -7.9797 -8.0521 -44.8174 -8.1984 -8.3137

Prob. 0.0000 0.0000 0.0001 0.0000 0.0000

*k%k *k%k *k%k *k% *k%
Without Constant & Tren... t-Statistic -8.0623 -8.0623 -24.2985 -8.0623 -8.0623
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000

*k%k *kk *kk *k% *kk

Notes:
a: (¥)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
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b S il culSy il ) a) &3 @l g o(Ist difference) Il xie o (level) =) xie
(o LS5 (7) oy sl
ARDL 73 sai i il 1(T) 2

R-squared 0.860756 | Mean dependent var | 2.000000
Adjusted R~ | 521184 | S.D.dependentvar | 4.180453
squared

S.E. of regression | 1.700763 | Akaike info criterion | 4.055190
Sum squared resid | 153.3075 Schwarz criterion 4.426248
Log likelihood -118.7661 | Hannan-Quinn criter. | 4.201368
F-statistic 32.76272 | Durbin-Watson stat | 1.617565
Prob(F-statistic) | 0.000000
E-Views 9 gl » s jaa e dlaie YU lalll shae) (e Jgaall 1 jaadll

el 3l Gl o) Al e A g Jsiie 2xy g3 saill o (7)) ) Jsaad) e gaaly
e cclaiill) Aliall ) piall (5 6l %686 Ay el 3 8L (o et La sl sl Jalra iy
B ) (e %86 i (AninY) dleall g 330 ¢ Jaall ol il ol
Jais (1.6) <ilS (D-W) dilian) dad () LS ¢(¢(aduzaill @V ana) alill el 8 Clias
LAl Ll V) Al e A 3 sadll o e
s el Uyl @l 8 ol ¢(0.000000) Adiabiy (32.7) b dibas) by
(4,0,0, 1, 1) <l Talah &3 gaill la iz,
Al el G ALalSall A8 W oy LAY 1 o) s hdal) Jalsil Laa) G
Zisal b Aaladinl L ) & iiall JelSil jlaal o (@ yibe JelSS dBNe) Jiiall
Jlial ) (Bound Test) Jlial sa (ARDL) 4e sall elay) <ol yial Al lasay)
Liall 2 5aall we i Ailian 43 jlie i 3 udl Alas ) Aadll o adiay (535 3 5aal
s (%10 %5 %2.5 %1) ss=e s 2ie (Critical Value Bounds) L=l
LSy o jisiall JalSill milis W gy (€) aby Jsaally oo by (salaB¥) o )38 5 Lgaag

PE
ARDL 4agia 38y & yilall Jalsill o gaall il o(€) Jsaal)
Test Statistic Value K
F-statistic 6.245833 2

Critical Value Bounds
Significance 10 Bound 11 Bound

10% 2.45 3.52
5% 2.86 4.01
2.5% 3.25 4.49
1% 3.74 5.06
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JalSs d83le lllia ()l W a3 Al 5 dlinall dpia il oy Co s 135 (e ¥) Aadl)
o S1 o5 (6.245833) Liad il L i) (F) dad W oS35 Lo 1aa 5 o il
2l ded (0 ,S1y (5.06) <l G5 1(1) Bound e ) asll lgnpen A jall 2 0a)
05 «(%10 %5 %2.5 Y1) A i s siase 2ie (2.45) <l S5 Bound 1(0) Y
ool A phail) ce (381 53 @l yidial) JulSHl) A8De 5 g o) soba®Y) sl
(Cnand o andy Uadll mmai 23 g () ARDL 4 (39 Uadl) raa 3 gl Ll
da¥l Clllas o gsing S andlly ppalll o) GOl e (ssing JSY) il
il @l jpsial) iU a3 35 (0) Al Jsaadl 8 Al 5 cilisal) LesWlaial 5 Jy shall
patl) Ja¥) EOllas (0) @by Jsaadl (o J oY) andll e prcaty 1 LS 5wl paiall e
gl o) 3 Jaa¥l sl bl 5il5 o ga g ane JanD 3 a1 5l A8Mal) a5 Ll 5
il A Al o5 o all 8 adizail) gl ) s (el ) gas o) Leaaldasl ol atagd
Apalaii¥) A el ae sy ¥ 138 5 «Jsiie e 4d) (51 %5 e S

) a5 paal g Ban g ey died gl ) o) 3 Capeall el eV Y Ll
G s vie Gsina OIS Gipeall jaad Al V) 138 0 %012 Ay adadl) 335
(0.0453) 4 & lleia¥) daill ilS Cus ((%5)

ARDL 4a¢ie 335 (Jashll s suadll Ja¥) Uadl) s 23 g0 1(0) Jsaal

Cointegrating Form

Variable | Coefficient | Std. Error | t-Statistic | Prob.
D(INF) 0.414753 | 0.127345 | 3.256919 | 0.0020
D(INF) 0.412480 | 0.127746 | 3.228915 | 0.0021
D(INF) 0.414945 | 0.127315 | 3.259205 | 0.0020
D(GDP) 0.000000 | 0.000000 | 0.846817 | 0.4009
D(EXCH) 0.001290 | 0.001708 | 0.755114 | 0.0453
D(EX) 0.000001 | 0.000000 | 4.098099 | 0.0001
D(WS) -0.022724 | 0.004088 | -5.559436 | 0.0000
CointEg(-1) | -0.765985 | 0.141530 | -5.412179 | 0.0000

Long Run Coefficients
Variable | Coefficient | Std. Error | t-Statistic | Prob.
GDP 0.000000 | 0.000000 | 0.872954 | 0.3866
EXCH 0.001684 | 0.002253 | 0.747181 | 0.0458
EX 0.000000 | 0.000000 | 1.471339 | 0.1471
WS -0.015432 | 0.002605 | -5.924722 | 0.0000
C 4921330 | 3.435101 | 1.432659 | 0.1578
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Series: Residuals
Sample 2005Q1 2020Q4
16 | [ Observations 64
Mean -1.80e-15
12 | o Median 0.077255
Maximum 3.364712
Minimum -8.136458
8 Std. Dev. 1.559953
Skewness -2.059088
Kurtosis 12.94664
49 Jarque-Bera  309.0534
Probability 0.000000
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic 2.484654 Prob. F(2,51) 0.0934
Obs*R-squared | 5.682324 | Prob. Chi-Square(2) | 0.0584
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Heteroskedasticity Test: ARCH

F-statistic 0.013787 Prob. F(1,61) 0.9069
Obs*R-squared | 0.014236 | Prob Chi-Square(1) | 0.9050
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