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Abstract:

This study aims to measure and employ the functional relationships between monetary and
fiscal policy variables, and to demonstrate their impact on monetary stability in Iraq over the short
and long term, covering the period (1990-2023). The study focuses on analyzing the relationship
between monetary and fiscal policy tools and their impact on monetary stability, by employing open
market operations, the rediscount rate, reserve requirements, the real exchange rate, public
spending, and public revenues as independent variables that influence monetary stability as a
dependent variable. The study adopted two research approaches: the first is a descriptive approach,
which addresses the theoretical framework and reference presentation to clarify the nature of the
relationship and interaction between monetary and fiscal policies. The second approach is the
quantitative (standard) approach, as an economic model was built based on the studied theoretical
foundations, and reinforced by previous studies, with the application of appropriate economic tests

using the autoregressive distributed lag (ARDL) model, with the help of the statistical software
package EViews 12.

183


mailto:Awsjwejatee@uomosul.edu.iq
mailto:ahmed.23bap181@student.uomosul.edu.iq
mailto:ahmed.23bap181@student.uomosul.edu.iq

Cral) JAd gl aa ) sl daa) Lad gl (31 jad) By Cilaay) gaad & Alal) g i) Aulaad) il g3) Cida g3

The study reached a set of results, the most prominent of which is that the results of the analysis
showed a statistically significant relationship between monetary and fiscal policy tools and the rate
of monetary stability in Irag. The results confirm that fiscal policy relied mostly on current spending
without a clear orientation towards long-term investment spending. It also became clear that the real
exchange rate was one of the most influential factors on monetary stability during the studied
period, especially after 2003. The security, political and economic events in Iraq
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Original Variable (Level) After one Difference
Intercept Inter.&Trend Intercept Inter.&Trend
InMSR -3.9430*** -4.0933** -11.2329*** -14.0044***
(0.004) (0.015) (0.000) (0.000)
InMOM -3.2649** -3.4506* -9.5929*** -9.3200***
(0.025) (0.062) (0.000) (0.000)
InRDP -1.8966" -3.1114"° -9.7271*** -11.8547***
(0.329) (0.120) (0.000) (0.000)
-2.7292* -2.7813" -5.8131*** -5.7307***
InRRR
(0.079) (0.214) (0.000) (0.003)
InRIR -1.009™ -1.068" -8.036*** -8.9921***
(0.738) (0.919) (0.000) (0.000)
InPS -1.6756" -2.0111"° -3.8453*** -4.1372**
(0.434) (0.457) (0.006) (0.014)
InPR -1.2469"° -2.1727"° -3.7151*** -3.6292**
(0.642) (0.488) (0.009) (0.043)
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F-Bounds Test Null

Hypothesis: No levels relationship

Test Statistic Value Sig. F 1(0) 1(1)
F-statistic 12.80535 10% 1.99 2.94
K 6 5% 2.27 3.28

2.5% 2.55 3.61

1% 2.88 3.99
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