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This paper analyzes the role of financial inclusion in explaining
trade openness in Iraq during 2010-2024, using Central Bank of
Iraq data. It highlights the prevalence of cash-based transactions
and limited access to formal financial channels, which increase
transaction costs and hinder trade settlement and finance. Trade
openness is measured as the ratio of imports to GDP, while
financial inclusion is captured through banking access and usage,
ATM and branch density, and the depth of private sector deposits
and credit. Annual data were converted to quarterly observations,
and descriptive statistics, the Phillips-Perron test, and variance
inflation factors were applied. Due to high overlap among
indicators, the Elastic Net model with cross-validation was used.
Results show that spatial banking expansion positively relates to
trade openness, whereas some cash-based and credit indicators
have a negative effect, reflecting exchange rate pressures and
import restrictions in Iraq.
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S gl lexd elsu A peaall el e Gl Ciacag Jlaay) sl
g Uil L) daus ) ) ol i) il ol s 8 colal) cleas
Waul & LS (%100) oo AT Q) dear o)) aall il ) alal
dapad) QA s 3 (%50) Ge Al o3 casly dwsis gl B el
.(Central Bank of Irag, 2016:82) <L)y cuellg oLl Jia
Alal) B (lal) ZUaY) pdiga Jalas Ll

g om oailh @bl (A @l ALY dke ded Gl
Bae Dlas ¢ Al Aaall 7l aas (e 40usS alyau) ASpad b (aleasyly
(%31.70) &l 3 2010 sl 3 dus el (glaal) ZUaY) jd5e Jaus Cand
&b 3 2016 ple A S oo Ladh o Jlaa) sl mill) pas e A
ooy (1) dsandl b Cose WSy Jlea) sl il pas o (%19.21)
P Dlle daws caly B Bhal) 2Ly b (glatl) #bal) s o LasdLl

B ) o3 el Gy ecdalynn¥) ana 53l ) Gy aayg il 5
Glall dal aal 8 el by eads haa @l A0 ala
cabiall cdlall 138 Al G dalaall cilaiial) g0 bl dai il SOlgia)
dealios Ay byl gl Chen (o daaly Bgea hey ) e ()
O AanSal) 28Dal) a3l (1) Jgaall ey cdalaidy) Ldeall 3 palal) & Uadl)
O b ) Clgin el 8 W Jadll Cydige (any (gladll # L]
paleaily Ahad) Jalsall (amed Aol Glgid) G 8 Layhll A8 Ladl
ahall 5ol o Gla 5 e cdaladl clalyY) aaliig bl Aa3Y g Jadil) e
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BalS Ll cleadll lamily yelas Aveal <) yg cdilaally duallall Zoalaisy)

& DY) 8yg i aSan Lae Clalyiud) el SHladll BeliS fuead 8 Allad
cogady SaBY ) hiic (jlacal laygls
Al Joadd) cpdida Om dpbidl) dagial) Chuagi 1A Gl
Sladll 7 laN|
b)) 7 39aY) Ao luay Cinagi Y

e ekl il U8 bl 05 ang Lo agidl Y sl
culld dlle e lasid Gaglad alasials damsy ) Lisiad) clyisall Jagas
Ve swlde je dayy dlade @ladl e 58 a5 L jlaaiVL el cl<al)
G ¥V dogical) moaslaall aa (Ll a8 (08 pe Xy 2o bisn () Hder hadiys
Gl st gl g ¢ a5l oY) Byl SIS e daal) Alld) Ladlay
dalliar lani) i e @y Gisy Adgige SSYI Digid) aill ae loasalas
Gl Pl e @l e daos clagdil) JE (Sl sy S
gl a) daegill Cllaall & L)y A5k A ae Gl Lo 8 Gudal)
(IMF, 2017:15) (Eurostat, Zdaclsally a3l clSall clald)) aag
:2018:9)

Y, = Xt €Eny,
Ye = B xe + ug
Uy = ut_1+ &t

doyy dalee a3 cggiaall pa Al Bldl aay oarend Al yie Y alad) Jead

EL) o Dl Cligyill gl el Adlsde Sl & dsal
Loy Al ) elly sy L dgall Ljeall LAY Je Blall ae dudla
Gl duga HuS Ogo il chloal¥l b alaaaudl Al "Benchmark®
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I Jsadll (asf Lty (o) e iy jdlie Cinyed 3y Aaall gl
Sea) AIES e pnnnsall Gabdll lodl pe dhia plasinly Jyeas Clydse ye
22 Y (paldll g Uaall (g jilly ailasll dyadll Gaally gapdll ey il
Al pa el el Culas AWl dgaal) dad) culs Laiih ol
Jtasl &g (IMF, 2020: 9) (Demirgle-Kunt et al., 2022: 10)&;1.4\
ANy e Phillips—Perron jlad) aladials paall 8 Jedladl ).
go Gui O ng DAY il JLER) Y clagisn sl olatly cul agag
o PP adiey eyl b LAY it fae aay dgeayal) dlald) ool
e Wl dgm 8 ol Gailas axeg (S LU alee ¥ s
e s e o830 Lae Lulia aleay L HAC g5 (e Ll ddgicas
.(Si6, 2019:117) (Sercu, 2020:3) a5l duslaia
Ay =Yt — Ye-1
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dalall vie oY) el o aalgll 3l Al e Jedlad) (g es
Javsiall sty Ja¥) digh el alae¥) Jl Leh L) larad Hidy
D €t g Jlasil zila ) QWY1 e Lo Ble gl dlla Y ol
o () oS s, sy 3y 1 Gl () 5 e LS Ll
pand 2 ¢(Sj6, 2019:111) Galail) 8 PP il s Gotis L (2)1 Sl (1))
VIF Gl s Jalae aladioly Lojseail) Syiial) cp Jadl) saaill 20
S s cOleedl ANV 8 lncay bkl ol 8 b ey acls)) oY
aslaiill aemy cdaiye Daadll GsS Ladieg cdaiiye LIS Lpeil) 5y ik
bty dalad) s3gn om Oilsr 4N Lawie Lagie s Regularization
:(Schreiber—Gregory, 2021:9) cdalaal)
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ST ks Ans | il Jalas (ol 530 ke a8 e VIE; Jasd
chiall Gn Al Jeus il paidn Ll Sy i) 4 dalus,
Bl Gligine ) aill) Jeai Lovie Aot zile ) JEY) ble 5
Elastic Gl 2 « pall & (Schreiber-Gregory, 2021:10) ¢ sy
Cudlia 589 LBSSO o Ligiall dledl] Al of iy e a0 = 1 xe Net

Ghag Y dadipe Ll 003 ey d3xie Sk 230 e Luns Bial) il
D D Malaall Gams Jaa e e Sladl ) Jeay 38 e lelaall Lalel
e MSE Las shaiul K-Fold Cross-Validation e A lisl o WS
Ll ola Dty Ut S0 #3a0 Jocainl SE-1 520l alaiel 40K
(Hastie et al., 2015:291) (James et al., 2021:5) (Tay et al.,

.2023:12)

B = argmin{Bo, B} [(1/2T) Xe=a"T e — o — x'B)*
+ 2 (@llflls + (1= a)/2IB1I27)]

a=1 xe

argmin_{Bo, B} [(1/2T)Ze=1"T (e — Bo — x:'B)°

+ 211BI1]

s Al Jaly sl (a0 3y deedle e e cangd) AN Jaas
lpailad Jldy ¢ adll aaeill ezl Gl Qe Dlebeal) Jatay digie
e anit (e CDlalae jlse iy cameanil) L 2%ig Allaall oy Ji Lesls
Dlalaall kit cllalie b LS asaally chlaY) b 2y R2 5 2
(James et al.,2021:12) (Tay et al., LaaV¥ly cuymll e ola,
Chlasly sl A8y Ledlie je ganidlly oY) a8 sl 12023:17)
i dalas ) dila) MAPE 3 MAE 5 RMSE alaaiu) & zagaill s
(Hyndman and Athanasopoulos, dull z)la 525l sl Theil’s U
:2021:44)

B

RMSE = V[(1/T) 31 T €,%]
MAE = (1/T) X¢=1"T |e
MAPE = (100/T) X¥=1"T |e¢/ V¢l
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LB ¢ Gayly ALl J gaddl Cjatial Laall il il s Ll

A8y il Ll (pay Ly ol il sl Uil gy (2) Jsaad
:LF"&\ B89 alai®y) juuatl)

iua g :(2) Jo

&) il

el A Seal isal ek
(wahiwy) / GDP) x 100 TOP sl # sy -
el "dgmadll Jals e ya5e
BPR hpadl L)
Aol 23l g illy lileall e -
Y Gilyall sigal axe
e ATM [ Gl sae AAB ;
& g Jpeal S
251000 / gl 2xe BRD 251000 Jd g gl s
VI Gyl syeal daig
22 ATM /1000 248 ATD )
251000 )
il Syl Gaal
alall ¢ Uadll 2312y / GDP PDD
— REFCR{ICT TR
ol (Al Garl)
alall g adl) a3 / GDP PCD

o Bl g S all i) Clglian) o alaie Yl cpalil) dlas) 2 jaaal)
Joaddl il ydisay gl ZUAN) il pial dda gl cilslaay) ;(3) Josad)

Al

ToP ATD AAB BPR BRD PCD PDD
Mean 2466008 | 3.154886 | 5.675396 | 4.105598 | 2.114644 | 52.03017 | 64.66209
Median 2406267 | 1.665924 | 3.222832 | 3.893420 | 2.053746 | 51.47624 | 60.72115
Maximum | 31.70376 | 11.34415 | 17.53959 | 5491198 | 2.767816 | 64.55044 | 180.0805
Minimum | 18.79136 | 0.774713 | 1.536988 | 3.227428 | 1.937931 | 44.37471 | 12.04079
Std. Dev. | 3.660662 | 3.049513 | 4.798779 | 0.583951 | 0.178178 | 4.671732 | 41.99971
Skewness | 0.148581 | 1.612855 | 1.389963 | 0.571295 | 1.807247 | 1.087116 | 0.664840
Kurtosis 2189959 | 4.448609 | 3.666563 | 2.282081 | 5.866563 | 4.419746 | 2.780395
JBzrg“e' 1.861180 | 31.25917 | 20.43075 | 4.552303 | 53.20437 | 16.85741 | 4.540694
Probability | 0.394321 | 0.000000 | 0.000037 | 0.102679 | 0.000000 | 0.000219 | 0.103276
Ssbse“’at'o 60 60 60 60 60 60 60

aladinlyy Bl

gl il clslaa) o alde¥h odialdl alae) o juaal)

EViews13
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g oaldll gl iy b S il S 12,04 59 3 Jae 180.08
Al dsasll il oyl gl QU ol L pead) AR G Ade clsan
AABs ATD Lasgad alaiiaNly Jseashl cilydisal daiipedl Lansall o))
8 Ly e AST dnall Akl 8 Cela alall g iY@l o) s BRD
ek b Sl Jlaa) deas) Bl 8 psilly o)l Joatll pe sole 3oy
Jea3 lpaiall of ey Le PCD 5 BRD 5 AAB 5 ATD 8 davaly dysnds pae
Gihhy Lte € bt e alie¥) Gty L0 s 5l Gleda
Jasd Laig) chlas cpw (1) IS8 Lo )la AuDIS clall Ja duln
Chaiia A Lagale Jag xa (5)50 IS ¢laty TOP Lgjlaie dpaleail <Y
S dasal agis gl fl o Lo sl Bl G paly calas 5 5l
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dagh Unla lalasl PDD el iy - Jsaaslly adall cload aags () pads Lo
ol L) ) ddal)l filagl) aali dnmf sen be 35S BuS 58 3 JaY)
Jalaill e 50 = 3gai alatind Lolaa) 0 daiejl) clilal) sda L ddpae e
deaddl it G dle ad 2y g Glala) as

AAB Al Jgald) & pkisas TOP (g ol g liy) il (Saj shaill 1(1) Je
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“2010 2012 2014

2010 2012 2014
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o
2010 2012 2014 2016 2018

2012 2014 2016

BRD

2020 2022 2024

2018 2020 2022 2024

°
2010 2012 2014 2016

2018 2020 2022 2024

PCD

40
2010 2012 2014 2016

2018 2020 2022

pladiuly g gébﬂ\ g8l i)

(5 Finall die Ciagl) ) piial Bas ol jiad (g ulid JLER) il

Clsbaa) o slaieYy

(S @AY J Y (3l

Omiall)

dlae)

: J.\.AAAS\

EViews13

:(4) dsad

Level . First- Second-
Level " Leve First- . . Second- R
. Model critic . differenc First- R differenc | Second-
Variabl L test I p- | differenc . . differenc o R
Test specificatio . al ecritical | differenc ecritical | differenc
e statisti valu e test e test
n c value o statistic value e p-value statistic value e p-value
(5%) (5%) (5%)
Phillios Constant
TOP P and linear -1.70 -3.49 0.74 -2.79 -1.95 0.01 — — —
-Perron
trend
Phillips
PDD None -1.35 -1.95 | 0.16 -3.69 -1.95 0.00 — — —
-Perron
pcp | PRS-\ one 271 | 195 | 100 | -202 -1.95 0.04 - - -
-Perron
Phillips
BRD None -0.20 -1.95 | 061 -4.05 -1.95 0.00 — — —
-Perron
Bpr | RS | e 421 | 195 | 021 | -350 -1.95 0.00 - - -
-Perron
Phillios Constant
ATD P and linear 0.59 -3.49 1.00 -1.96 -1.95 0.03 — — —
-Perron
trend
Phillins Constant
AAB P and linear 0.09 -3.49 | 1.00 -1.58 -1.95 0.11 -1.97 -1.95 0.03
-Perron
trend
w 2 . e - “ Y .
pladiubig (Bl all o3Sall dlll Glslaa) Ao slieWL Guald) alas) o jaaal)

EViews13
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Bfiace el i (Sgicsall Yo By jut Judlddl abae ol ufiy (4) Jsaal)
Lot B by 3 AAB sl o)1 45y e Wl i Lo Js¥) Gyl 2y
Gradl ally (Hlall FEEY) o Ga 130 Labiait) L(2)] Diise maad
¢l aagie Jea bdali Cualy daaS)i cilyaasy Glaladl Jesy Jgall 485,

G (2)] a9ms Lisiey diis AlSin lpas gy slaill b ahie el g
Lpall sl Ao S5 Lalaliy Ay zila dlde) aedi A0 sda ALl
s IS Bl o Yy

i gl G i) aael) AlCdia JLERY lil) Al Jalaa il 3(5) Jgand)
PR

\Variance Inflation Factors
Sample: 2010Q1 2024Q4

Included observations: 60

Coefficient Uncentered Centered

Variable Variance VIF VIF
AAB 3.066114  2102.788  868.0498
ATD 10.07120 2404.694 1151.429
BPR 204.8592 44030.83 858.8212
BRD 915.3121 51529.86 357.2490
PCD 1.849870 63106.63 496.3544
PDD 0.000794 58.69842 17.21112
C 4313.614 53930.61 NA
pladiuly g gﬁudt il didl Glslaal lo allieVl Oeialdl alas) sl

EViews13

o el us Aliiall iyl (p Tas s Lha e (2S5 (5) Jsaall
Elastic Net L) muay Gl L culydgall alanal lall dadijpe 335l VIF
Sl il s B ST Tt aey cDlebeall Zpben iy 48 Lihaia
cslalagly LAl bl s e Bliad) ae cclusiall o
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Dependent Variable: TOP

Method: Elastic Net Regularization

Sample: 2010Q1 2024Q4

Included observations: 60

Penalty type: Elastic Net (alpha = 1)

Lambda at minimum error: 0.03923

Regressor transformation: None

Cross-validation method: K-Fold (number of folds = 5), rng=kn,
seed=1963196261

Selection measure: Mean Squared Error

(minimum) (+1 SE) (+ 2 SE)
Lambda 0.03923 2.143 3.109
Variable Coefficients
AAB -6.366029 -5.233720 -4.713722
ATD 12.60510 10.31451 9.262583
BPR -12.81994 -10.93242 -10.06560
BRD 24.79515 22.94937 22.10172
PCD -2.365491 -1.786121 -1.520053
PDD 0.021128 0.029863 0.033874
C 142.9335 109.1780 93.67625
d.f. 6 6 6
L1 Norm 201.9063 160.4240 141.3738
R-squared 0.678277 0.633857 0.584761

pladiulyy A all oSl il Gislaa) o slae¥h Gfaldl dlae) o juaal)
EViews13
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Y Ly e laa Aud Chdge LB Laie 4dhe)l bl 3 oili das
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das paliid LGAlS g layl ol )l aui Gilabs Gty dlaad) o dazcall
Al liage galal) plhaall wilyy gee 1 o€ haal ol ) clalyaa)
Y laay adlisll o) dads pe (huiie g Augie Al 0.02 2 s Caien
gy rad allilly dulle A Alled (Ladl g (90 Blad dasad ) Jeam
dadly i) chdge JWas ae Lials Ll jeda Gl (Bjiue Ligess L]
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Zisai & Lambda lae¥ ad e JLEYy quul) slad ki 1(2) JSA
Elastic Net

Train/Test Error Evolution

Errors

Aladiulyy Alall 3Ssall Al Clslaa) o sdieWl ofiald) slae) :juaal)
EViews13

Liggall Jalra yuas vie HLaa¥ly il elladl um (o muag 2 <A
0585 AL Brall adll e Ladalisdl seaill e Elastic Net zga 8 A
o LB S maag z3salll Y diabiie il lad] el ddueia Lkl
aladl B e Lo Jef loa¥) sUaal 6 L cduall Jala i)
S5 ¢z sail Janating (aS Blebaal) Y Loy Canpaill Uad g A 5345 as
o of U8 b dlai ) dems & Aol 8 laad) Uad peany Jiladl)
Al iy dlhaall el ASEe G0at8 Bl dgial) sl Ladie ¢ L)Y L
oSan Hea) Ut Jos ol ane ddayal L Agdal) Lolaid) 5LEY) (e s
Dlaa) Uad (8 die A las) (pS GlI cadalinall aail) cilda o olSY) ks
Do piag ObYly 88 o Wi Ghae 4 1 SEL sxl 38
By L W Joadl) @it o ol Jaall sl dles 81 Lol

1ass A8al) ol ydiga

Qall aadY) 73 gall 5adil) 4By (uilla 1(7) J g2l

Forecast: TOPF
Actual: TOP
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orecast sampler 201001202404

Included observations: 60

Root Mean Squared Error 0.058975

Mean Absolute Error 0.614333

Mean Absolute Percentage Error 6.872294

Theil Inequality Coef. 0.041373

Bias Proportion 0.000000

Variance Proportion 0.098592

Covariance Proportion 0.001408

‘a\.\sﬁ.ul.) 9 ‘_,33 sl B el Al Gislaal u““ eVl odialdl dlas) sl
EViews13

35353 MAPE ;5 laa Liatsic RMSE elans gall olaf sy (7) Jsaal
P TOP i b dlgie A 3lhadl iay z3salll o) 0 L 6.87
@ bier Al Bas dsd Bags Al el 0.041 b deles )
Y z3sall s Bladl Jeay ¥ Wadl) o ey Bias Proportion alasil dasew
Ge e o ) ol Bas Syt Ly (agie IS8 TOP e Jly o all
ob a8 w13 Lol Lmdly el o QN CEAY 3gey Uil
) e W Jsedll 5 e %93.13 dswiy muas Elastic Net
NE3\EN|
rla iy
dsasll 323 2gd Laind taladinVls Jseasl) saed (o aly O3l5 25m p2e — 1
Shimly Gda¥ly LiasSall Cijlanll gy e B3l DA oo Lo Lueas
Y phatiayl sl o) V) cdayasll Shall 8 (ATM) Y Galyal) 5gal
i) Agaal) Ciny "Cilgyl) (plast llee (A Dyeanay alsie Ji
@l GalEYIS Il leasll i) Hlaaiu) sas el JUENI 090
L)) G yadl Hlaill 8 AR Chena (o La sy ¢ ad)l pdl
O Sus Al olad dajie (oHlad LIS Als o Ahal) Slai®y) by =2
el Lo ak Adsal) Blsa) (b zLex) B ) e Y dall o3 gl
Lslaal Al o ) dalia )
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