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paper aims to analyze the volume and nature of dollarization in the Iraqi
- economy and its impact on the effectiveness of the monetary policy in light
Th IS of the structural imbalances in the Iragi economy as well as the extensive
dependence on oil revenues to finance the public expenditures. The amount
of dollarization in the banking sector was adopted due to the data availability and the
same is not available in the other economic sectors. Because of the dollarization amount,
the monetary policy could not apply its conventional instruments in order to achieve the
final goal, which is controlling the inflation rate upon its desired level. However, the
exchange rate was used as a nominal anchor for the inflation, which is an
unconventional instrument widely used in the dollarized economies. Meanwhile, in the
aftermath the de-dollariztion policy and enhancement of the trust in the Iragi currency
has been adopted by the Central Bank of Iragq with the government support since 2023,
which has led to decrease dollarization, the monetary policy effectiveness increased via
applying one of its conventional instruments, which is the open market operation.

Keywords: Monetary policy, dollarization, inflation, exchange rate.
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