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Abstract:

This study examines the impact of trade openness on the exchange rate in the Iraqi economy from 2014 to 2023.
Trade openness is recognized as a key tool for enhancing economic growth and diversifying the production base in
deveioping economies like Iraq. However, its irnpact on exchange rate stability in an economy heavily reliant on oil
revenues presents significant chailenges. In this research, econometric methods such as the ARDL model
(Autoregressive Distributed Lag) were used to analyze the data. The results indicate that trade openness has a positive
and significant impact on the exchange rate in the long term. Increased exports and foreign investment through trade

openness boost demand for the national currency, contributing to exchange rate stability. Additionally, variables such
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as foreign direct investment (FDI), gross domestic product (GDP), and oil prices have a positive effect on the
exchange rate, while inflation and money supply have a negative impact.The findings also reveal that the Iraqi
economy has a high capacity to correct deviations from long-term equilibrium, reflecting the economy's resilience to
external shocks. However, to achieve greater stability, it is recommended to implement economic policies aimed at
reducing dependence on oil, improving the investment environment, and controlling inflation. Furthermore, the
development of non-oil sectors and increased non-oil exports can strengthen the economic base and stabilize the
exchange rate. This study highlights the importance of trade openness as a strategic tool for improving economic
stability and the exchange rate in Iraq. However, its successful implementation requires supportive policies and
structural reforms.

Keywords: Trade Openness, Exchange Rate, Economic Growth, Iragi Economy.
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98 228415 90436700 2.2% 700 6% 70% 1214 | 2014
52 164704 91422026 1.4% 1000 6.5% 65% 1247 | 2015
43 157820 89925264 0.5% 1100 7% 60% 1276 | 2016
54 175652 91205230 0.2% 1500 7.5% 62% 1258 | 2017
71 211146 92856914 0.4% 2000 8% 65% 1209 | 2018
64 233636 99501960 0.2% 1500 8.2% 68% 1196 | 2019
41 180923 105677133 | 3.2% 1200 8.5% 55% 1233 2020
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el With intercept With intercept & Trend F|[e
t-statistic Prob t-statistic Prob
EX 5.947 0.0000 5.374 0.0000 Gkl
OPEN 3.102 0.0013 2.658 0.0015 Gl
TARIFF 1.060 0.1736 0.923 0.2037 il e
FDI 4.037 0.0003 3.804 0.0008 Gkl
At Level M -1.361 0.0973 -1.025 0.0854 ) e
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INF -3.345 0.0011 -2.927 0.0014 Al
At First D (M) 3.837 0.0008 3.133 0.0013 )
Difference D (TARIFF) 4.219 0.0006 3.896 0.0009 )
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Null hypothesis: No long-run relationships exist
Test Statistic Value Significant I(0) I(1)
F- statistic 4.20 10% 3.52 4.13
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Long Run Equation(4),.4-)

Prob Coefficient Std. Error t-Statistic el
0.0000 8.3532 0.8169 10.2256 LOPEN
0.0024 2.4087 0.5429 4.4368 LTARIFF
0.0006 5.6811 0.9301 6.1081 LFDI
0.0011 -3.7774 1.0348 -3.6504 LINF
0.0009 -4.1322 0.9547 -4.3283 LM
0.0000 10.2182 1.0927 9.3514 LGPD
0.0005 5.7574 1.0036 5.7368 LOIL
0.0000 -13.9273 1.2249 -11.3702 C

Short Run Equation (5) Jsid-!

Prob Coefficient Std. Error t-Statistic el
0.0000 8.3532 0.9827 9.3015 LOPEN
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0.0006 5.691 1.1088 51326 LINF(-1)
0.0000 11.1899 1.2893 8.6791 LGPD
0.2355 1.0048 0.5494 1.8290 LOIL
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0.5314 -0.7902 0.5867 1.3423 LFDI
0.0007 5.625 0.936 6.0097 LFDI(-1)
0.0026 -2.7588 0.8289 -3.3283 LM
0.0000 -36.7118 3.5306 -10.3982 ECM
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