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Abstract

The exchange rate is one of the most important monetary indicators reflecting the
performance of the national economy, representing a fundamental pillar upon which the
economies of both developed and developing countries rest. Most governments strive to
adopt policies that ensure the stability of the local currency to avoid sharp fluctuations
that could weaken confidence in the national economy. The exchange rate holds
particular importance within monetary policy, as it is sometimes used as an intermediate
target or an implementation tool, and sometimes as an indicator of the economy's
competitiveness through its impact on elements of economic growth such as investment,
trade openness, inflation, money supply, foreign trade, and foreign exchange reserves.
This research aims to analyze the nature of the exchange rate in Irag and study the
impact of a set of monetary variables on it during the period (2004-2024), using the
Vector Error Correction Model (VECM). The study reached a set of conclusions that
can contribute to reducing exchange rate volatility and enhancing its stability. The study
concluded that Iragi monetary policy, despite its success in achieving relative exchange
rate stability through currency auctions and foreign reserves, has not yet achieved
significant stability.
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53.7 1228 1.44 | 41214037 | 73970221 48,5 57,6 2016

453 1229 1.46- | 15894000 | 74298841 57,3 51,7 2017

65¢6 1200 0.19 16464.5 75231690 37,8 57,5 2018

699 1200 0.4 13820.3 74609333 45,8 86,3 2019

714 1200 0.8 531,509 74706543 68,7 88,5 2020

75.3 1200 1.87 16894000 | 74596843 73,5 89,7 2021

90,5 75¢6 1200 1.19 15434.5 788316 77,8 2022

21
92,3 6¢78 1200 1.4 198720.3 | 789096 85,8 2023
53
93,5 6<79 | 1200 1.8 198950.9 | 847087 88,7 2024
41
slas DU Lalal) dopiaall calaiy cdugindl cyaal) (2024-2004) Eall ($S$all i) = 1 jriadll
el

:2024-2004siull sleasd (55al Sleall ¢ Syl alailly Jasdadall 85
Baall Bl 2Lyl L3 Cipall jpw b gl cfpaiall i (uld G Easal)

(2024-2004)

Aol Cariall (e deganay Cipeall yras G ADL duly ) Gl 13 Carg
& Lan) lal Culld) aladsuls ¢(2024-2004) sl Pla el SLady)
(VECM) Uil momcai daie z 35ad ducaling ediajll Jeadlad) (s
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ER = B_0 + B_1INF + B_2MSS + B_30PN + B_4FDI + B_5EX + B_6IM + B_7R +
U_t



[ JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno ]

L)) Jedall lad) anpl) <Ll

Dbis) alaaaly @hall 4 Lol cbiall 403l dedladl dphsal ladl o)
o alaill Laasioadll Aalilly Aliiesal) lpriall Sl anylly Yol psiies cansll i
Dbt Jloal asd & ey bl elladY) i aaad Lassy o Ahall Gl
8 Jadg . (Hall& Anderson,1994,43) . ausall e — (S3) Hlad) aladsiud
bl dae el dnegll Judladll dphiial e @il (g9l G (sl
gea O LY ml cglil My L(ADF) adsall lsi- S laal aladiul
Gl 231 2y Bfuas Cinsal LSl gl die Bias e il da)l Judlal
z3sad aladiad Al i Lo sag o(I~1) AoV Al e dlalSi Wl ol (oY)
asti Ll alall olat¥) (g Alddl dapdag o 53 Adyraly . Uadll ramaay o i) Jalsl
Y Aol QY DA e leanca s

Baall (B jal) SLalBY) A aadiiiuall 73 gaill Aliiucal) g Ayl ) piiall daia 31 Juadlead) 4 ) jE0( 1) JS&
(2024-2004 )



[ JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno ]

EM EX
2.0 600,000 5
o -
°, Qu- 500,000 o
o .~ ant o
T 187 ile 400,000 - s
£ o i
o 0 s %
z e o a0
= e of 300,000+ e
5] i - o 0°
» 16 ,/ & No /1
= & ° m 200,000 - P
c o vd
> & ! 100,000 &°
G 14 pd U e
0" 0 ~ 0
’10/ o
s 0
1-2 T T T T T T '1001000 T v T L T
12 13 14 15 16 17 18 1.9 0 100,000 300,000 500,000
Quantiles of ER
Quantiles of EX
Y IM
80,000 5] 600,000
Qu ey Qu
- 500,000 4
ant 60,000 + /,;f ant o o/’
ile .8 ile 400,000 Lz
s 40,000 . o8 - 0
of &; of 300,000 <#°
No 200004 ¢ No . o278
m ol rm 200,000 oé?"/’
al 047¢ al 89,/
© 100,000 6
o )
-20,000 {o ot °
o
-40,000 T T T -100,000 T . T T
0 20,000 40,000 60,000 80,000 0 100,000 300,000 500,0(
Quantilesofy IR Quantiles of IM
10
%
8 //o
e
© S
£ | o
5 © oF
= Bd:f/
k]
4 y
8 &
E 21 ,ugg
o)
a )
o{ °
l”sl
-2 4 T T T T T
-2 0 2 4 6 8 10
Quantiles of IR

san gl aa e L sla g Le ) Eiul (e SSH) Canga s ple olail (e ilad AL () e sy (1) JS)
sl (OVsd — So) laa) alasiiud o3



JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno

Uail) rasal g dgaly ol idial) Jalsl) : GG
alatialy (duiesll dedlad) il dbail Zas bl Aahall e eiall 138 sy
Bl ilaiay sl bty dudly w3 ) e calll) sda DA ey - eUad]
lede damnt a1 Allcadll alial) Cuiaty 13 g . Aaddes ) 3a30 agle A caalaiaY)
S S5y il dadladl @lily bl aae Jaan lly cbadall laaty) calld
O ) Gy ways Adlas) ANL @3 Ty Fy R2 o e a2l e ccitly lasil
slat¥l Jale gl cdyeal) Jale elgly coplall il aney ui Lo Gle gl iy
s oY) e 8 Clpaial) pras o 55 Anee gyl S (53l sl g sa
o e Al i) o (e SUI aey ((Phillips, 1986, 78) Sl olail
JaY) dbsh ADle agag o W ()l JolSill cuilaga Laa) slal & cdaal
(ER) &l uxially (MSS, EX, IM, FDI, OPN, R, INF) alaieall cilyiall oy
& Gl paaal (ECM) Uadl) st z3gad o &3 ¢ jlid¥l =il e 3l

+ashally eaill Y

gl Gaje e S5 Cipall gaa on daY) Bual Al Al agng -]

L@l g ¢ aluadl mal) Ly cclylglly cchabally
BHLEY) lluy dglas) ANS 5 g5 <0.899— s il (U) A Jalew .2
%90 iy paad Jishll Ja¥) 8 Aglsll A e Gl ) o G Lee

s Aoy O3leill Basall ) aay ad) (gaill QUi o (g ¢Ggin



[ JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno ]

Jray 25l e G dugiee AN G Al ADle gag zisalll jell L3
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Breusch-) cplill <blasly (LM Test) Sl balsyy) ahlod) =8 ol .5
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« o)) A8 6a

On JaY) Alighag 8yl Al Uadl) sl 7 3503 2l (3) Jsan

(Ciyall san) e s (IM,FDIINF,MSS,EX,IM,R,0PN)

CointEq(- Prob Long Run Prob Long Run Prob Long Run Prob Long Run Prob
1) Coefficients(EX) Coefficients(IM) Coefficients(ER) Coefficients(IR)
-1.45632 0.05 0.87652 0.81 -1.3462 0.83 71.3426 0.82 -269.6969 0.56

Eviews12 sy galipdl e slaeVl Zald) dee (ot aeadl)
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(ER) 5 (IM,FDI,INF,MSS,EX,IM,R,OPN)

F—Statistic

1.024181

Prob.F

0.45

Obs*R-Squared

F—Statistic

10.14369

1.316967

Prob.Chi- Squared

Prob.F

0.20

0.41

Obs*R-Squared

20.83644

Prob.Chi- Squared

0.34

Eviews12 Jlasy) malinll Jo slaicYh Zaldl dae (et radll

(IM,FDI,INF,MSS,EX,IM,R,OPN) (5;laall Uailly il cdlalaa (5) Jsaa

(ER) 5
Valuep t- statiastic s Jbaal Ul Lagll OOlalaa
<yl
0.2666 1.14855- 1.06691 1.225- C
0.5800 0.56416- 0.08783 0.496- D(DF)
0.0091 0.56416- 1.7689 2.02- MSS
0.0406 0.06783 105.665 7.153 D(OPN)
0.0068 1.07888- 0.00026 0.0028- FDI
0.0089 0.22777- 0.04232 0.0096- D(EX)
0.0089 2.27774 0.06295 0.14955 D(IM)
0.3688 2.923214 0.05801 0.05356 R
0.0262 2.435846- 0.369299 0.8995- U(-1)
0.0027 - - 2.2235 F
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Dependent Variable :ER Dependent Variable :EX
Excluded Chi—sq df Prob Excluded Chi — sq df Prob
EX 45.572 2 0.0000 ER 0.10141 2 0.9506
m 11.091 2 0.0039 ma 0.75593 2 0.6853
INF 3.5777 2 0.1672 INF 1.31619 2 0.5178
MsSsS 9.5159 2 0.0086 MSS T.-T78244 2 0.0204
OPN 1.5510 2 0.0460 OPN 6.13723 2 0.0465
R 3.2869 2 0.1933 R 5.64574 2 0.0594
ALL 289.032 12 0.000 ALL 45.9832 12 00000
Dependent Variable : IM Dependent Variable z INF
Excluded Chi — sq df Prob Excluded Cchi — sq df Prob
ER 0.3496 2 0.8396 ER 1.7973 2 0.4071
EX 0.4607 2 0.7943 EXx 0.1316 2 0.9363
INF 1.6526 2 0.4377 ma 0.3217 2 0.8514
MsSs F-3710 2 0.0251 MsSsS 0.2002 2 0.90438
OPN 4.4027 2 0.1106 OPN 0.3325 2 0.84638
R 2.8572 2 0.2396 R 0.0189 2 0.9905
ALL 29.9616 12 0.0028 ALL 11.5640 12 0.4813
Dependent Variable : MSS Dependent Variable : OPN
Excluded Chi - sq df Prob Excluded Chi - sq df Prob
ER 5.48623 2 0.0064 ER 0.81130 2 0.6665
EX 65.9663 2 0.0000 EX 3.05814 2 0.2167
M 25.6822 2 0.0000 IM 0.91947 2 0.6315
INF 6.79711 2 0.0334 INF 0.53309 2 0.7660
OPN 5.038%6 2 0.0805 MSS 0.84482 2 0.6555
R 0.18436 2 0.9119 R 1.32773 2 0.5149
ALL 353.520 12 0.0000 ALL 23.22533 12 0.5149
Dependent Variable : R Dependent Variable : FID
Excluded Chi - sq df Prob Excluded Chi - sq df Prob
ER 0.30665 2 0.8578 ER 43.0976 2 0.9864
EX 1.96414 2 0.3779 EX 4.07654 2 0.9321
M 2.17429 2 0.3372 IM 5.98234 2 0.0543
INF 1.34175 2 0.5113 INF 7.0957 2 0.4329
MSS 1.97785 2 0.3720 MSS 3.87109 2 0.0823
OPN 5.06368 2 0.0795 OPN 31.8761 2 0.6543
ALL 25.1524 12 0.0141 ALL 52.9865 12 0.0432

Eviews 12zl cilsda e Jalad il 1 jaadll

D L e Lage Ll st dndine $oaiil) ysial) o oadlidl) Jalal) (pe ey
& (B8 jeay 3l G DS oe) Ll dubdl 55 Y (Bhall b il
@l (ayall Clea L) e Lhall dlsal) dias o) WS Laal) dleall i

cCiyeall aed Lbedl) Cilaasal aal (e ZoiaY) cllalaaYlg



[ JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno ]

a8 ol o) V1 reail) (saall b Ui Ugina Bl el sl admill Jaes W
By hall Hlall Al Loudlil) & il e a3y DA e W Loy Jaghall

—1 b L il Qi) (PIA e i

chaia) e 3oy Cipeall Hew On AV dlgh A9ls BBDle a5 y

LB - LYy ectlallly ccyaloally casiall impe Wl cdulSU il

(Capall e JhEd b usale 50 L QIS Glal) 8 Al dulad) .

AaiaY) ldalaal aladialy dlaall lalie e (3l i) Jis DA e

Jaladl il — Lall jlad clds Lo Yy — 4l cleral) .

gyl Baddl (DA Capeall pras ol 8 Bl <Y

Al jalas aost o adied Lgpe A Lok Glabus A as .

Capal) (B (b allally (el o O Duaiy iaY)

Gluagilly claliiiuy)
clabiinay) Yl

Aal sedl) uSan ) Alai®y) chydigall aal o Capall jaw add L
B Jia WS apall K slaidy) dtial il ElKas) aiad by cduihgll dleall



JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno

Al plaally cablanal) o auds il e 4l W Lokl dubud)l 3 Al

.J\a.uf)“ 6)1«.4{9

JaY) Al adle dllia of (VECM) wlill z3gaill il copgldl .2
So Ju Lo dhall alai@yl & eyl Dol clyiall Gy Cipall jaw o
d:\jH\ Lg..‘mj\ L_; &L\b.._\ﬂd\ 53 O e Jelds APEY

OS5 Capall e o JaY) gyl Aalin ADle agay il (.3
BVl Oaladl Y W)y @lalslly ccdplally gl Gae o
- slay

B elliay Jahall al) alail) o geally bl Casall Jalae ekl .4
(%90) )l Lo momad o 3 cloaall apeil) e sl ) sagall e ddle
Ui ldhay) (e

L cpall Hrwg 290l (aje Gn dblie dpws ADle gy G2f W5

£

e ol IS s iyl lplall of gl cadl .6
g linyly dwind) clblaay) Lo hgria I Legiy seadll g laal gap 3 iyl
Yl e )

G g A peadll (ol 8 Ul Ggina B adcail) Jaee el ol L7

Db Jaa il @ldile e bjaall alae¥) of Qi s S50 .8

Al dalal hw ookl jlewd 8 Dodled) Ll Wajeey Lis Caypall e
Lyl las gl



JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno

Gl b lgalad ey (Al Ladl) duld) o ) ddhall cuald L9
sl U5 Y i) clblia¥l dedl Gl e Cipall jeud s il
)il Sy asing Lgilgal sl

cilaagil) Ll

Gsw bl aadl LS Adely i) Abldl Jass of gy .1

Lait¥) gyl ol da¥l dlshy Bl Cladliu) BA e (i) Gyl

Sl FY) ae iy paill UV B lplaad) bua e S5 Gung ¢ el
cashal) Ja¥) 8

Lol Gleladll ey PIA o dalaidy) 32l pgii Ao Jaall 2

Juliiy sl cjaliall 2Ly A agen b ((@lardlly cdelially del)3l) ddasil) ye
gl e alaey)

ObEGY) Gaeanl doamll dubudly Al Adbd) Gn Geedll s L3

FU 50 ae cnliy Lo a8l (amje (B saill Javay cadaill e aally S

sl
Lol dleally 48l e Lleall L0aY) clbalia¥) saby syopa .4

Bl A g5 e Sleall Alsdl Gl Aadle e daddl .6
Ay 28RN e ey ()l Jagatll LT adatg dne )l

iskis (@) il Bawnsally Lail cladlaY) 4 hady) LT
oalai@y) Glarall Gabaaial 8 5:US SST skl duaal) dubad) clgal



JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno

Y)Y daas DA e bl a) L) pain .8

Jre by ia¥) sEl clbalgal aed B 50 e 4l W cAial Augils Ay g
Lyl

wasiy sl GEY) nd5 o asd Bad) Al dubs el 850 L9

aally clegiaall (s b Ol Bintl A Jy RaliY) ARl sad 3)sal
ol b)) e

References:

1.Bourdeaux, Michael (2002). The Historical Perspective on Exchange Rate
System Selection, Exchange Rate Systems and Policies Conference, Economic
Policy Institute, Arab Monetary Fund.

2. Jarrah, Naeem Sabah, et al. (2019). The Impact of Indirect Quantitative

Monetary Policy Instruments on Financial Stability Indicators in Iraq (2003—
2016), Journal of Economic and Administrative Sciences, Vol. 25, No. 110.

3. Al-Jubouri, Sawsan Karim Hodan, and Sakban, Qasim Saad (2019). The Impact
of Some Monetary Indicators on the Exchange Rate of the Iragi Dinar (1990—
2016), Ahlulbayt Journal, No. 24.

4. Al-Husseini, Argan Taqi (1999). International Finance, Dar Majdalawi,
Amman.

5. Al-Khazraji, Thuraya (2010). Monetary Policy in Iraq: Between Past
Accumulations and Present Challenges, Baghdad College of Economic Sciences
Journal, No. 23.

6. Al-Anzi, Hawraa Jassim Mohammed (2015). The Impact of Monetary Stability
on Some Economic Variables Under the Independence of the Central Bank of Iraq
(1990-2012), Master's Thesis, University of Karbala.

7. Al-Ghalibi, Abdul Hussein Jalil (2017). Foreign Exchange Rate Policy and the
Double Shock in the Iragi Economy, Journal of Monetary and Financial Studies,
Special Issue of the Third Annual Conference.

8. Al-Ghalibi, Abdul Hussein Jalil and Al-Jubouri, Sawsan Karim (2017). The
Impact of Central Bank Independence on Some Macroeconomic Variables in Iraq
(1991-2013), AI-Ghari Journal of Economic and Administrative Sciences,

Volume 14, Issue 3.



JOURNAL THE GULF ECONOMIST 2026 )iy - (67 aaadl 42 adably ol galucaiiil ddno

9. Khudair, Laila Badiwi (2009). Real Exchange Rate Movements Under Trade
Liberalization in Some Arab Countries (1984-2006), Master's Thesis, University
of Kufa.

10. Saqgr, Ahmed (1993). Macroeconomic Theory, Publications Agency, Kuwait.

11. Al-Taher, Atrash (2007). Banking Techniques, 6th Edition, University
Publications Office, Algeria.

12. Abbas, Mahmoud Bakheet Shawky (2014). The Impact of Exchange Rate
Fluctuations on the Inflation Rate in Egypt (1991-2010), Master's Thesis, Sohag
University.

13. Abdelkader, Mourad (2011). The Impact of Monetary Changes on the
Exchange Rate of the Algerian Dinar against the US Dollar (1974-2003), Master's
Thesis, Kasdi Merbah University — Ouargla.

14. Kazem, Tabarak Faid (2017). Monetary Policy and its Role in Achieving
Monetary Stability in Iraq, Journal of Economic and Administrative Studies, Al-
Qadisiyah University, Issue 22, Volume 1.

15. Suleiman and Dawood, Mustafa, Hossam (2000), Principles of
Macroeconomics, Dar Al-Maysara, Jordan.

16. Al-Naga, Ahmed Abu Al-Futouh (2012). The Quantitative Approach to the
Impact of Monetary Policy and its Channels, Afaq Jadida Journal, Menoufia
University, Issue 3. 17. Ministry of Finance, Central Bank of Irag Economic
Report, various years (2003-2023).

18. Ministry of Planning, Central Statistical Organization, Annual Bulletins
(2004-2024).

19.Ministry of Planning, National Income and Gross Domestic Product in Iraq,
Baghdad, for the period (2004-2024).

20. Dickey, D. A. & Fuller, W. A. (1981). Likelihood Ratio Statistics for
Autoregressive Time Series with a Unit Root, Econometrica, Vol. 49.

21. Phillips, P. C. B. (1986). Understanding Spurious Regression in
Economics, Journal of Econometrics, Vol. 33.

22. Hall, D., Anderson, H. M., & Granger, C. W. J. (1994). A Co-integration
Analysis of Treasury Bill Yield, Review of Economics and Statistics, VVol. 74.



