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The size of the legal reserve and the stability of the rate of inflation:
the case of Iraq study for the period 2004-2016

Abstract:

The legal reserve and inflation are considered macroeconomic variables.
Monetary policy uses the Required reserve ratio as a tool to influence the volume of
liquidity to be reflected on the general level of prices, Therefore the analysis of the
relationship between the two variables is of great importance to demonstrate the ability
and success of the Required reserve to contribute to stability of inflation during the
period 2004-2016 , The aim of the study was to identify the nature of the relation
between the two variables by reviewing the data and using the ARDL model to clarify
the effect . The study concluded that there is a long-term effect and inverse response

Moving of the Required cash reserve to the rate of inflation.
Key words: Required Reserve, Inflation, Model (ARDL).
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R-squared 0.999398 Mean dependent var 5.994444
Adjusted R-squared 0.999189 S.D. dependent var 9.387832
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Sum squared resid 1.857902 Schwarz criterion 0.869228
Log likelihood 2.271487 Hannan-Quinn criter. 0.582887
F-statistic 4793.414 Durbin-Watson stat 2.339321
Prob (F-statistic) 0.000
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Model LogL AIC* BIC HQ Adj. R-sq | Specification
1 2.271487 | 0.429362 | 0.869228 | 0.582887 | 0.999189 | ARDL(4,4)
2 -2.69287 | 0.649604 | 1.045483 | 0.787776 | 0.998971 | ARDL(4,3)
3 -4.85265 | 0.714036 | 1.065929 | 0.836856 | 0.998882 | ARDL(4,2)
11 -6.67953 | 0.815529 | 1.167423 | 0.93835 | 0.998762 | ARDL(2,4)
6 -5.86794 | 0.825997 | 1.221876 | 0.964169 | 0.998773 | ARDL(3,4)
16 -11.7499 | 1.041663 | 1.349569 | 1.149131 | 0.998416 | ARDL(1,4)
4 -11.7729 | 1.042939 | 1.350845 | 1.150406 | 0.998414 | ARDL(4,1)
8 -12.6819 | 1.093437 | 1.401343 | 1.200904 | 0.998332 | ARDL(3,2)
7 -12.4661 | 1.137007 | 1.4889 | 1.259827 | 0.998293 | ARDL(3,3)
13 -15.3038 | 1.183543 | 1.447463 | 1.275658 | 0.998134 | ARDL(2,2)
12 -15.2897 | 1.238317 | 1.546224 | 1.345785 | 0.998072 | ARDL(2,3)
18 -17.3724 | 1.242912 | 1.462846 | 1.319675 | 0.997975 | ARDL(1,2)
17 -16.9607 | 1.275592 | 1.539512 | 1.367707 | 0.997955 | ARDL(1,3)
5 -19.5407 | 1.418925 | 1.682845 | 1.51104 | 0.997639 | ARDL(4,0)
14 -23.4543 | 1.580793 | 1.800727 | 1.657556 | 0.997161 | ARDL(2,1)
9 -22.9543 | 1.608573 | 1.872493 | 1.700688 | 0.997146 | ARDL(3,1)
10 -24.91 1.661666 | 1.881599 | 1.738428 | 0.996921 | ARDL(3,0)
19 -26.0181 | 1.667671 | 1.843618 | 1.729081 | 0.996828 | ARDL(1,1)
15 -26.8325 | 1.712916 | 1.888862 | 1.774326 | 0.996681 | ARDL(2,0)

20 -28.2078 | 1.733769 | 1.865729 | 1.779826 | 0.996526 | ARDL(1,0)
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Test Statistic Value K
F-statistic 15.33622 1
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 4,040 4,780
5% 4,940 5.730
2.50% 5.770 6.680
1% 6.840 7.840

(EViews9) bl slaiB) el y s e e Talaie ] aalidl Jae (e 2 il
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Variable Coefficient | Std. Error t-Statistic Prob.
D(IN(-1)) 0.661813 0.125186 5.286656 0.000
D(IN(-2)) -0.37342 0.101431 -3.68149 0.001
D(IN(-3)) 0.263887 0.068443 3.855585 0.000
D(RR) -0.00088 0.000144 -6.09902 0.000
D(RR(-1)) 0.00024 0.000385 0.624008 0.538
D(RR(-2)) 0.000551 0.000313 1.760409 0.090
D(RR(-3)) -0.00036 0.000125 -2.87352 0.008
CointEq(-1) -0.06966 0.016982 -4.10178 0.000

Long Run Coefficients

Variable Coefficient | Std. Error | t-Statistic Prob.
RR -0.00189 0.001105 | -1.70622 0.099
C 20.17803 10.13929 1.990083 0.057
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