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Abstract:

The research aims to measure the impact of foreign exchange reserves on the stability
of the exchange rate in the Iragi economy and to clarify the relationship between them,
during the period 2004 - 2023 and in order to verify the research hypothesis and using
standard methods, where standard models were built according to annual data. The
research found a long-term relationship (co-integration) between the independent and
dependent variables, according to the joint integration model (ARDL), and using the
standard method, it became clear that the relationship between the independent variable
FER, which expresses foreign exchange reserves, and the exchange rate variable ER is a
direct relationship, i.e. if foreign reserves increase by (1%), the ER variable increases by
(.0036951) of that percentage and the opposite occurs in the case of a decrease, assuming
that other factors affecting the model are constant. Based on these results, the study
recommends that the monetary authority should re-manage and direct foreign reserves in
a way that ensures the development of appropriate exchange rate policies and systems
that enable the building of the economy, because reserves provide a buffer in times of
economic crises, especially for developing countries such as Irag. Keywords: Foreign

reserve management, exchange rate, GDP, inflation, cointegration.
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F(3,11)=0.30
Prob F =0.0235
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Breusch — Godfey LM test for autocorrelation

Lags (p) Chi2 df Prob.
1 0.643 1 0.4228
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3.96 0.4650
Ramsey Reset test using powers of the fitted values of ER
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ARDL (2,2,2,1) regression
Sample: 2006 - 2023
Number of obs:
18
R —squared =
0.9518
Adj R —squared =
0.8830
Log likelihood = -77.669544
D.ER Coefficient | Std. Error t-Statistic Prob.
ADJ ER
L1. -1.31432 2292338 -5.73 0.001
LR
FER .0036951 .000522 7.08 0.000
INF 8.034194 .8928432 9.00 0.000
oP -1.645699 3225363 -5.10 0.001
SR
ER
LD. .3918863 1744184 2.25 0.059
FER
[L’El)- -.0010735 0011003 -0.98 0.362
op -.0038622 .0009892 -3.90 0.006
DL 1.227188 .6458889 1.90 0.099
INF
D1. 5381737 1.483775 0.36 0.728
LD. -2.993991 1.356292 2.21 0.063
_Cons 1413.465 260.6365 5.42 0.001

(STATA 17) (—ieaa¥) gali ) Al i) Ealdl Jas a2 jdaal)

o yall yrs aldadl ) 5ol 31 @l (g5t (% 1) Ay bl lad 8300 ) 6l J e i
Rl e AW ANA b e el Jany 5 (-1.64) 4wy (ER)
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