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Abstract:

This research aims to analyze the consequence of the change in demand and supply of crude oil on
oil prices and Iraqi’s economy via scenarios based on hypotheses extracted from the expectations
of two most distinguished global organizations concerned with crude oil, OPEC, which represents
the producers’ side (representatives of producers), and the International Energy Agency (IEA),
which represents the consumers’ side. The Vector Autoregression model has been used as one of
the main Econometrics models that measure such relations to estimate the connection between
demand and supply of crude oil and prices. The conditional forecast model was used within the
VAR model to foretell the prices based on the assumptions set for supply and demand. According
to the outcomes of all scenarios, the prices varied between $65 and $118 until 2030. These price
fluctuations put challenges and opportunities in place for the Iragi economy. The most notable
challenge is the decrease in public revenue, considered the primary funding source for the general
budget. On the other hand, the most influential opportunity is to benefit from the financial surplus,
which results from high prices and helps support economic diversification.
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