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The effectiveness of publicdebt and monetary policy channels
(exchange rate and money supply) in influencing inflation rates
in Irag -an econometric study- for the period (2005-2023)

Asst. Dr. Ban Yassen Makky

College of Administration and Economics

Researcher Abstract:

Iraq has undergone numerous political and economic changes since 2003, which have had a
significant impact on its economic activity and financial stability. The objective of this research was to
examine the extent to which economic variables—namely public debt and the channels of monetary
policy (exchange rate and money supply)—affect inflation rates, whether upward or downward. The
study concluded that the impact of public debt on inflation is weak and limited, while the relationship
between the exchange rate and inflation is strong, positive, and statistically significant. In contrast, the
relationship between money supply and inflation is inverse. The most important recommendations
emphasized the need to establish a balanced fiscal policy that is harmonized with monetary policy in order
to ensure economic diversification and exchange rate stability, as well as to address fluctuations in the

exchange rate due to their directimpact on inflation rates.

Keywords: :Public debt - Inflation - Exchange rate channel - Money supply channel - Effectiveness of

monetary channels
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14 1190 (9‘9) 65.4 41.54 84.78 2015

0.1 1182 8.1 70.7 17.47 99.59 2016
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0.2 1184 0.7 71.2 21.32 120.83 2017
0.4 1190 9.2 77.8 -25.14 90.44 2018
(0.2) 1190 11.5 86.8 6.38 96.22 2019
0.6 1200 191 103.4 2.96 99.06 2020
6.0 1460 15.9 119.9 241 101.46 2021
5.0 1460 221 146.5 (11.03) 90.26 2022
44 1460 9.4 160.3 0.92 91.10 2023

e alare¥l ALl slue) e Jouzd! 2 yuuall
Sl gied) Aalises slael (Agiad! Aslasyl 5,8l — (Glhadl (GSU clidl- by e LasM daladl &yl -
(2023-2005)
Aladl ol 3,505 AW 85139 — 31yl dygqa-
ALl @l ) 43 s o a1 s Ll sluel (e (6) (4) (2) 390ad-

(59.11) (77.30) ey cagalall ¢ Lasdly (olazs¥l o odpdadly pladl (] aiul (2010-2007) plos¥l JMlsg

:3.36) alall (! sai c¥use culS (2020-2009) (sle lae Al gai c¥use Jezmad 2 (64.77) (61.10)
Il e Ladly Loy (2008) sle § cius & alladl 2JW 201 &lusd dmlias 84411 sda colS 31 (693
saw iy cpiaatll Juae paassl Wby aled! jlad (olass! J1 a8 gl Capall yaw (aasil o> 4alasl
8.3 0127 309 )&l 3 34l i JM5 s ly Lislasesl Uz et 2IAS (1170 01193 (1255) b uall
(2007) ple § olases! dama o) diay Lizmays slazy s | gl guadl (agyall (e Axasly oolpaall ams LS (24
e nly i L 08 guaill (agall 8ls cisalys (51.7 ¢37.3 28.1) cawedd! JI piyl ddd 09l (1.3) By
:58.08 (60.28) ,laday (olazei¥l § aladl uall jaiwl (2013-2011) ale 3 Bull sia M5 aladl ol (slasl
62.4) ,laday guadl (oyall 5505 4bla, ((-6.74 -3.64 -6.93) il ddlu god c¥uaay Hlus Osudys (54.16
& Weal) 3L3d &l uaidl (mgyall 3 83L30) cielg (15.8 02,0 <20.6) cuzga sai Jaasg 5l Gsaly (637
als s @lhall ol ols 5yauall 4eSI 5abs aawll jlawd ¢ las) co 2ie¥l bl 8ab5 cliSy Joladll
(2012-2011) cpaladl 3 pdsyl wid @iesaddl Jons Lol cAaladl 2551001 ilalysl e Jpamad Jaaidl de daiay 20,
JLBY 8oLy Al sl @isatll § (olasei¥ 1ia « caladl MST (1170) cayundl jase (alisil ae (6.1 <5.6) &y
oo Jaias laaly § eiiad Gioused Amili Aadipe slasd @3 0sS5 @y aledl calizl gLl (e slaadl e
pladl cpadl el (2013) plec¥l IMsg (1160 ) dasdy Lolazil Bpall jaw dmay (3Ll JI @ieiadll
O3l (73.8) Jomao gl gl [yl 6 Las) an o(-6.74) (qdas 503 Jaasg O3ady3 (54.16) Hluday (alassdly
el Jaas ¢lliSy (1166) Ladsein Bpall jau A oo @ (15.8) lades 3ludl alall e 905 e
Sl Auadl dulead! 7l e Joy 1dag sy Ludl alec¥ e Ligmls (alaxil a9 (1.9) Jl aladl lda 3 (aassl
gl ¢ LTl aladl (padl Ty (2023 -2014) alsedl M- Lol eiesatll Cilagead 2ol 2l il oy &)
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) dladl wblbaall pgzd (oyaill Lis Glall L e & 2obdiadl ¢ Lol dmds Lolagsly Lelasy) cudydally
Slawd @ (olazil 428y ¢ cudl @z (0 ol Les el cale ey Dl e Bl @z @aly &l (Giels
Blazedl Juolie culel Cadgig LigysS dmile HLad! catuy (2020) ple 3 clia> &1 3¥1 Zasially  jusall laaill
(120.83) &l 31 (2017) ale § daud el alall ol il was « @Jlall Jos JS § Lo slpiwly uisaiy deluo (e
sl 09y (160.3) Hlaie; (2023) ple § 4 dagd el Juoy 3> 5 L3l yaial uad uadl (el Lol (Osulys
bl CByiall yau g las (i85 (2023) ale (3 (1460) jaudl wie yazul G g lasdly Bpall ya paiul a3
G &d JBI e Emy (adsesl gl edean)] e Slagad) @3 Loty cileadl case e Bylaidl g Lol oS
s L1 Y1 (4.4 (5.0 06.0) il (2023-2021) plse¥l § pinntll Juiae g lasy| adyg «(-2.0) duwady (2019) ale
Lele shung Lolatdl Ugaa
Sl @ o] i (@ (] 2359 il et il G| gk O] il ) il /il
(2023-2005) & euld
oledl 7 3gaill igogs /¥l
1R Aty Sl glas S (gl 7 5 g0ill hio 3 (rasaty
(Y Jadidy g 3 gl il piie cguims -1

(INF) 4 30509 daine piieS @ieatll Juae -

(DEP) 4 30519 Jatun paieS aladl il g3 Juaa =

(EX) 4 30509 &paaall Bl dla gl il s g Jatus paaieS Bpall jauw -

(MON) &l 50509 Jazun padieS udidl pase 9o Jdae =
Cyiall 2y (DEP) aladl cadl gai Jure (0 S 0 23,k &8Me (e Jgsamedl adigy sadadl A8l adgs -2

- 63T Az 00 (INF) pieatll Jaasy 4z o0 (M) a8l G pe 903 Juians « (EX)

DEP EX INF MON

DEP 1 0.458 0.098 0.21
EX 0.458 1 0.549 0.194
INF 0.098 0.549 1 -0.668
MON 0.21 0.194 -0.668 1

Ol g Bousll ol pall o LLa! Jules Joe @3 -
(INF)exadl Juaa (i -
p:u,a.?.n 5.:\.:}4.
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S el iy ¥ aladl ) 1 Zagais 48e (DEP)=0.098 —>alall (ol gaipe =
it (alassl Alagye aadl (o e 5oL iHsd LwSe A3Me (MON) =-0.668 —uadll (oye goipe -
(53T wlpase J5105 of 2 aleSSl Aads Aasliss oty 055 43)
(EX)bpall 2w (o -
Gyl o 8abss b3 alall ) 5505 rala seg i Auzge A8 (DEP) = 0.458 —>alall (uull gaipe =
(el e baiis)
Aigags 48Me (MON) =0.194 —uaill (oye gaipe =
(DEP)aladl el 5 (7 -
1i> Cagas (INF)=0.098 —>piaill po -
Aigas 15Me (MON)=0.21 —uadl (oye po -
Joazdl 3 531 aaze gl e AST(EX) Bpuall paun 89 ,iln (INF) iaddl -
o) Al 3 Zputaall Buoliaa] Bagrlo (uKaT 1B cquiniatll oo B8 2K 2BMe yolay (MON) wasll oy g0
(Sl ol sl (adsind 358,01 by g fim S bl

iyl ya i Lagie Lyl saie oS0« sl S wieatll e caais ol (DEP) aladl ol

sawg ealadl ) gas Jass) Aatadl ol sl o A1) A8t de Lo (SCay sadadl 28Mall delis -3
A AN dpally (esadd) Jaas) deiall paalls (Wil (o 505 Jiasg b puall

INF = a+ B1DEP + B2EX + B3MON + ut
Lol g
JW Jyeddl &l dge Iaswga: INF
Lhao Lo ASII bl alpine § aadl 065 Ladie JUW Jgadd! § paadl Hlude (e pm ol @
el oyl gy ol olalas: 31,2,83
z3saill QA e ¥l lpaall il Hlude (e pmy Jlodie piiepit

sl piiall 5l i) Juloes Jos /Ll
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gl i sl
Group unit root test: Summary
Series: DEP, EX, INF, MON
Date: 09/13/25 Time: 06:34
Sample: 2005 2023
Exogenous variables: Individual effects
Automatic selection of maximum lags
Automatic lag length selection based on SIC: 0 to 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* 0.11497 0.5458 4 71
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W-stat 0.35561 0.6389 4 71
ADF - Fisher Chi-square 6.38519 0.6042 4 71
PP - Fisher Chi-square 8.98223 0.3438 4 72

** Probabilities for Fisher tests are computed using an asymptotic Chi
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-square distribution. All other tests assume asymptotic normality.

Bu>g yda 3929 (Null Hypothesis) auall 4us,8 (a8, adazud ¥ (Prob) > 0.05 —adlexs¥l uall S

e gsizmi el 61 « (Level) ggiwd | wie § yiuws 12 (DEP, EX, INF, MON) o331 Jusdhad! : yuat!]
el e Aslie Adlae £ L) ol (First Difference) & 9,all 15,945 @ Lew By >

Group unitroot test: Summary

Series: D_DEP, D_EX, D_INF, D_MON

Date: 09/13/25 Time: 06:36

Sample: 2005 2023

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0to 3

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-

Method Statistic Prob ** sections Obs
Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -2.53947 0.0056 4 65
Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-stat -4.23180 0.0000 4 65
ADF - Fisher Chi-square 31.6460 0.0001 4 65
PP - Fisher Chi-square 321531 0.0001 4 68

** Probabilities for Fisher tests are computed using an asymptotic Chi

-square distribution. All other tests assume asymptotic normality.

(First Difference) 1o¥1 (39,411 day Lyl sl Hlas | mils

(0.0056) <0.05 Jlai>LLevin, Lin & Chu t*=-2.53

(0.0000) < 0.05 Jlei>LIm, Pesaran and Shin W-stat =-4.23
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Bug ydz d92gy puall A y8 (188, —>0.05 (e JBT Allers| @ud o plsl il Lasdl prex
Jo¥l 3,4l dsT uay Stationarys yitus ceeiol (D_DEP, D_EX, D_INF, D_MON) Juodludl 1 sy

Dependent Variable: D_INF
Method: Least Squares

Date: 09/13/25 Time: 06:24
Sample (adjusted): 2006 2023

Included observations: 18 after adjustments

Variable Coefficient
C 1.478726
D_DEP -0.144941
D_EX 0.075753
D_MON -0.385819
R-squared 0.554528
Adjusted R-squared 0.459070
S.E. of regression 6.014777
Sum squared resid 506.4855
Log likelihood -55.57501
F-statistic 5.809124
Prob(F-statistic) 0.008538

Std. Error

2.076141

0.114270

0.018755

0.176139
Mean dependent var
S.D. dependent var
Akaike info criterion

Schwarz criterion

Hannan-Quinn criter.

Durbin-Watson stat

yiuall cilasydl 2o
t-Statistic Prob.
0.712247 0.4880
-1.268405 0.2253
4.039036 0.0012
-2.190428 0.0459
-1.816667
8.178037
6.619446
6.817306
6.646728
2.182857

ﬁ.\.&.’c’." NE S E.S}Q.L” Uolaat.

D,;NF = 1.4787 — 0.1449(D,EP) + 0.0758(DzX) — 0.3858(D,,0ON)

o =ulill (C=1.4787 .P=0.4880):

. ‘aL,.Jl ol 903 (D_DEP =-0.1449 P =0.2253):

282



aladl az o () 4S54 § U 2y (£1s¥1 615¥1 3 (NPD) el zgmil | pglant Jad¥l olasloll uils

P=0.0012): « (D_EX=0.0758bynll youe o
Aad3 0.076 Hludes piendll ¢ lasd (055 Bpall yauy aadll §8uslyusgs 3ol éi—>\:\_? 8209 i g0
653 Jaladl ga Jliu ¥ o pnll 2 u™
P=0.0459): « (D_MON =-0.3858u5| yo,c ®

el Was uadl o ye 85065 (P <0.05) —> (Sgiang odws
B o oyl &1 AaSall 28Dl US3, 1

GS}Q-L” 839>

R-squared = 0.55 (= 55%):
(Aol @il e @alaad! 7z 35l oo J81) pimsaill § Slpdadl Chims Jloo pendy 7 390idl G2y
(Sslalesy a15) aay clpasll) 39,80 e Joad oW 2@l (adsis o S
Adjusted R-squared =0.46:
Z3saddl 3 Amas i y3T dalgay Bayl yilie paeaddl o T dudos—> 3Ll 0.9 (e J8T 4SS Ngiia Jlay
F-statistic=5.809 (P = 0.0085):
Durbin-Watson=2.18: e
13 bl A iie dzrg ¥ 2 (e sy
AL sl LY
1> Liginng Lzge A8e (D_EX)—dpall jas 5o mieiaill 6o8Y1 chixll o
il J8 wall (e ol LS (gginag (ouSe 3l A (D_MON)uaill (oye @
oly yiln 3 4 pud—> gsine p (D_DEP)alall (yull gai @
eieaill O auog (2 ST Jgrin—> Ayl a1ud| Andlas day @iesadll § Slpsall (o %55 iy z3geill o
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bl udlems pue 5L |-
Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

F-statistic 2177590 Prob. F(3,14) 0.1362
Obs*R-squared 5.726935 Prob. Chi-Square(3) 0.1257
Scaled explained SS 3.013767 Prob. Chi-Square(3) 0.3895

Test Equation:

Dependent Variable: RESIDA2
Method: Least Squares

Date: 09/13/25 Time: 06:39
Sample: 2006 2023

Included observations: 18

Variable Coefficient Std. Error t-Statistic Prob.

C 32.04167 11.99492 2.671269 0.0183
D_DEP -1.663353 0.660198 -2.519475 0.0245
D_EX 0.072290 0.108358 0.667139 0.5155
D_MON -0.650047 1.017642 -0.638777 0.5333
R-squared 0.318163 Mean dependent var 28.13809
Adjusted R-squared 0.172055 S.D. dependent var 38.19087
S.E. of regression 34.75043 Akaike info criterion 10.12739
Sum squared resid 16906.30 Schwarz criterion 10.32525
Log likelihood -87.14652 Hannan-Quinn criter. 10.15467
F-statistic 2177590 Durbin-Watson stat 0.976374
Prob(F-statistic) 0.136183

Sbasdl mls
Prob. F(3,14) =0.1362 (> 0.05).
Prob. Chi-Square (3) =0.1257 (>0.05). o
Prob. Scaled explained SS =0.3895 (> 0.05).

il A yall nd)5 ¥=0.05 (o pSTASLaasY @il S
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0.05 yo 2ST WLtV auaz oof glidl oy lsls (Breusch-Pagan-Godfrey) uilzill ae cpball Las| ‘5):-;
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