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Abstract
The Iraqgi economy is facing an increase in the money supply with
a weakness in banking activity, which has led to directing most of
the increase in the money supply towards an increase in local prices,
and the fluctuation of most macroeconomic variables depending on
local and international economic events. The problem of the
research is that the money supply is not being used in the monetary
credit channel in order to finance productive projects in the Iraqgi
economy, which has led to instability in consumer spending and has
been greatly affected by the crises facing the local economy. The
research assumes that the effectiveness of the monetary credit
channel generates income and then consumer spending that is not
greatly affected. In local and international crises and vice versa, the
research relied on many variables, indicators and the quantitative
method in order to prove the validity of its hypothesis for the period
(2004-2023) in the Iraqi economy. The research reached the validity
of its assumption, which is the ineffectiveness of the monetary
credit channel and a large fluctuation in consumer spending in the
Iragi economy. The research recommended the importance of
following monetary programs that work to strengthen the monetary
credit channel in which the private sector has a distinguished role .
Keywords:
Money supply, money credit, consumer spending, ARDL model.
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Level (Prob) 1 deff. (Prob)
Iner. T & Iner Non Iner. T & Iner. Non

Ln (C) 0.0000 0.4 0.9
Ln (M0) 0.9 0.9 1.0 0.029 0.088 0.037
Ln (Cr) 0.7 0.16 0.8 0.0000 0.0002 0.0000

ARDL (2,1,2) Long Run Res.
Ln (MO0)  0.0022 Pro. (0.04) R*:0.99 Ln (M0) -(0.005) Pro. (0.2)
Ln (Cr) 0.053 = Pro.(0.02) RZ:0.99 Ln (Cr) 0.44 Pro. (0.04)

F Bound Test ECM Regr

F — Stast. 508  10% (3.17) 10% (4.14) Ciont.Eq.(-1)° = -0.029  Pro. (0.0002)
5% (3.79) 5% (4.85) Ramsey RESET Test Pro. (0.13)
2.5% (4.41) 2.5% (5.52) Breusch-Pagan Pro. (0.6)
1% (5.15) 1% (6.36) Breusch- Godfrey-Godfrey Pro. (0.3)
Source: Eviews v.0.12.

22



YoY0 ualdll (g siad) Agull oalal) jaigall gilly - ISSN 2709-2852 — Auseilaall g Aullall o glal) Alaa

Gluagilly Claliiu) faabl dasal) —¢

ralaliinay) —Y . ¢

a3 e L i) 5ae el lac Lt lalat) sl Gacall 35l (e 3430 )
& A SO G ¢ )l () sas o Gl Gld e Oy damasi 438 dsbin
- Shall alardy)

sl gai Chnm o wulsll asiill mse e Guall 2g8ll e At Coian LY
Y Ll Jisss oleas dad 60 Laa hyadll Sleall 3 bgilly 2l
bl z3gall & el 2gull Gmpe lial @ iy L Adhe) Cijladl le)
Gl 530 PA € O e Jea¥ly casSall (gaiil) Gl e IS Al LY
o calad) Taiil) Sgns oasSall Jaliall Lol das A gall LosleaiB ) SlaaY L ol
3g3n OIS asly el Bae el lelin)) agh A palall gamll Lyl Gda
eosSal) sl L)y BN Aay dealuall s diainsl LS 4dun
zisa b ) L) Bl Jiad gaill Glaiy) Jlesl HEas lleay oalally
g Ul Aaiily collled Jusal ) Lgase OIS (gaiill L) ale) o) iy 138 L an)
iYL alad) g Uil )50 Coaa o 2S5 138y cpalal) g Uadll (50 asSal
ol Bae DA e

) 8ol A el asSall o paldll Sl G g L
aclsil S Olgna) G b s i 3 ¢ Bhall SLai®¥) Cagaly Al ddajadl)
Aanla ) il oS elge Bl SLaBYL Cdae S @ilaiYL

b & Yl ) Slgna¥) Y 8 Gadal) agiil) pase dadlie Ciela L0
Sleal Ladlie & ey ¢ MU O] GEY) A audsll agiill e dealioa
Y] (sail) L) B8 Cana (ins Laa ¢ IS Slgna) 31 8 olasy)
Dl Caa eli) (s oSl 3gaill Laady 43Sl L 13ag cnd) 530 DA Bl
Ol 38 Adels aae b 3 SN S]] 8 Gaall a5l e

23



YoY0 ualdll (g siad) Agull oalal) jaigall gilly - ISSN 2709-2852 — Auseilaall g Aullall o glal) Alaa

Seia3 e (S o L3l gl iy (5305 ol 2981 (g () e Vs gl
250 Oe 00 e Ally st s e Jead bl adgi & sarll L)
L) sda Yt (gl ccieliad) S ye 0l adg b ASH S B!
& addey Gl Bae PlA el 2L b gaiil) Glas) 58 ddeld ane e
cCaal dpn b 2SE

tCluagill — Y. €

o= laal) Lgaal Jaly Gl 58 Gleld 5ol o Jant ) Losill il )y gabll et »)
Aplady) Dlaladl) B 8 W) Jgadlly (35 SN @bl gai Ldadlly ZuadsYls A5l
e A8S 5 Dbyenall L) alaie) ) jsganl) e ws Laudny daodle) cBlea Slaicl
Sl il dnilia By pum pa ¢ paaall Sleall (& QLY Al yemic salain) Ja) G cdasal
agals ) Uil aal e Cagiglly e (K Al dal (e dyad) ) i)al)
Lyl aldie) P e Jlally )l dladll e aall DA o Aaall L) &y ac .Y
& oalall gl s (..;"Jj (Al Ladladsy Alaiial) aolial il 2 ol 3 dg SN
Jogaill 5gig e asSally paldll cpeladl) fu GlSHal dadall yie sl slai@y) el sale)
- i 4\3\9;\::’ Llaxil 3K 8 yendll

Cileaall Gung (saml Laity) LAl ) jaall Ll LY AIS Juais e dmumun@aj Y
3l ety 5U8 ddels sale) o) 3 clgalaaly Leelsil IS0 oyl 281S o Galad) Jalatl e
Gyl L Ce s (Olgaa) BY) & Gag Jaall salse didae cihleinl uls Leld e
gala®y) Lglelag 4 sall Lagl)

raabally yaladl

O Al Jalatg el (Yo Y0 canw LaaY) ae eland cuili Gpea il L)
(Y=Y v ) saal Ghall 8 SeaY) Asall millly Galall dpeadl layl
coald 2ae (Voralaa cdadall Eaylg dlna

Ghall b alall LYy Sl age e plall cpall AT oY YY Gl ) gy -
LBl calai@y g 8oy A< dpsalal) daals (Yo ¥ e =Y 00 £) sl

24



YoY0 ualdll (g siad) Agull oalal) jaigall gilly - ISSN 2709-2852 — Auseilaall g Aullall o glal) Alaa

(Gl Slai®¥) M dpsial) dbanad) A JUES) ClgiB Y VY ¢ LA 3kl des) LY
aaial) Ayl SHLY) ¥R el ¢ ooyl 2 3sria

aall aLY) ls cciyliaaly aoaill (¥ oV € ¢ Slagdall deal S (ElAY 2 X)) L
SOles caysilly

Goall Cydiga el Ao ol Gyl 5 Y YY caaly) Jhiyds dagad dis .0
(YoXI=Y ) ) 5 (DA jeae A Il Goadl e Aggulas A — )
il cAsalae cAaaladly Adlal) aled) 8 Cisad) dlas

Gllae 2dp (8 0)sa9 SV dadaall (Yoo T (g Alg maeall kel 2 7
O drals Aae (ol eliall Cipadl o Guballs Gyl () 8Y)
(YA) alsall ((Y) 2221

Sl daidly asall Glalail YoV cueall e bl ae LV
yean cdonalall lall (bl

eossall GlaY) AV dld Ay ((Y01E) pdsme ke e oA
Aatilly Longla) Alae ¢ il 8 golaBY) sall Jle Jlgdl) SlgnaY)
dalaiBY ) a glall A0S ailaiisa— by (p wead) 2o daals T raaal) (Y o) £ alal)
- bl el asley dlasll

ity sai o (gatil) layall s A1 Gl (Y YY caane ) oae el 4
0¥ alaall (gylailly slai®U dualall dladll ((VECM) g 3sai aladily (5 yaall
JYoaaell

G Aadie ((YOIT) cigsball deal dia desa e (s Dl Jigigh ) e
N caeall SLai@Y :galaid) bl

SISl il a9 4l 55l Jalgally 283l (mje ¥ e VT caafsll de dana L))
“Y oo v) sadll el (6l Gl 8 ude Gy cadde gyladl B 3l
L3bad) (YY) alaall ((37) 22all (Auy)aV )y Aualai@Y) aglall Alas (YY) €

25



YoY0 ualdll (g siad) Agull oalal) jaigall gilly - ISSN 2709-2852 — Auseilaall g Aullall o glal) Alaa

Faspdl) G Alie Apan)l )y dpead) Gmpll ¥ 00T cdens o e )Y
g N criilly il duclall CaSH )y ¢ caagll (5lally 2Dl
Gaaalall Al iyadlly ool ALY VM) cdngd gad) b T
Py ¢ dally de Ll
14. Bradley R. Schiller, (2001), Essentials of Economics, 8th ed.,
New York.

15.S. L. Slavin, (2008), Macroeconomics, McGraw-Hill, Irwin, 8th
ed.

26



AU Ghad) (8 gud aladl ydgall aile 8 A8 dabaad) U
SIGN $LaY) 4l dighay (Yo YE-Y 0 £)baall Al
RESTRICTION

The impacts of monetary policy on general index
Return in the Iraqi stock market used sign
restriction for the period (2004-2024)

s Jalhslaiaa biad) (s3ga Jai LA
dpd8l) daaly/alaidy) g 5 lay) dnls A8 daaly/alaiBy) g 5 ey AulS
eco.step25.7@qu.edu.iq nabeel.aljanabi@qu.edu.iq

ISSN 2709-2852 (A gll ciiuail) 2

aliical)
bl ileda J&5 3 Laga o2 (352 pe) (g O ) Aslidd) SaY) i
ey ¢ Sand) Jlag ¢ Lae) B elld piag pe  JSS Sl ) Al
) e AL 3hOU Ghall (g el iibally cand] Blall G D)
Gloda s (LGl Glarall waail daadia dipla aladiuls doaal)
Nal dpcand) L) Jls Ao 5Ll 298 m A e L) Al
Aol Al Clera il 8 aaaill asg o ladll DA ¢pe 3D Gy

n.x.uub.nng adladl ,cgum alao

ACCOUNTING & FNMCIAL SCIENCES JOURNAL

RN A ‘a‘,&d!ﬂu el

i) (g giad) gl alal
o —YV Glaial)

27


mailto:eco.step25.7@qu.edu.iq
mailto:nabeel.aljanabi@qu.edu.iq

¥¥o Lualdll (g ghaudl (Agal) aladl paigall aildy - [SSN 2709-2852— dsalaall g Ldlall a glall dlae

Loail) Al B Adide dae EOE DA Adally daanY) g dilge e
ol daagioadl) Alladl) Loml) dolscdl 5205 daidatill 2ol Auslacd) g Lyl
LN adal) aral) aead dege Aot aad ¢ dpaSl) Aalill (e

2¢5 Gllall GLOU 3hall Bgwe (b cand) 2lal) o a3 huaas ST S
ALY 20l Abpad) Aareal Hlaiad ALl A 4L EF Bty b Lialed
Aagine yespall el Slall Aol cilS 8 Aol Lal) duled) 520 Pla
Slal) (B dgasall (sl Sal) Jibasl) e daill oda (38T, . heall (e i
leily (+.0f) dbeca Aulay) Blaiu) Lol an Wil ddaall jdially sl
Bae DA Goudl dgal el Sl 8 Lulas ca) Sl 8 Lo
- ol dagioadly dagalalil] 430l duslad)

¢ il el ¢ pan) Sladl ¢ AIL) GHOU Blad) Goms sdualidall cilalsl)

o 3o Al ¢ il ool Jalas, dcanll dolacid Al
Abstract
Previous research indicates that the stock market plays an
important role in transmitting monetary policy shocks to the
economy as a whole. With this in mind, the research attempts to
explore the relationship between the nominal and real returns of
the Irag Stock Exchange index with monetary policy using a
specialized method for identifying structural shocks: We
identify monetary policy shocks by imposing sign constraints on
our impulse response functions. We study the relationship by
specifically looking at the effect of monetary policy shocks on
nominal and real stock returns over three different durations: the
duration of restrictive monetary policy, the duration of
accommodative monetary policy, and the duration of effective
output-targeting monetary policy. Quantitatively, we find a
significant result for all three monetary terms. More
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specifically, we find that the nominal return on the Iraqi Stock
Exchange witnessed a significant decline of 0.43 percent in
response to the contractionary monetary policy shock during the
period of restrictive monetary policy when the real return
response of the index was zero and approached zero. This result
Is consistent with the iterative analysis found in the research
literature. Surprisingly, we also find a weak positive response
(0.04), but it is noticeable in the nominal return and negative in
the real return of the market index during the period of the
mitigating and output-targeting monetary policy.

Keywords: Iraq stock exchange , nominal return , real return ,
IFS, VD, Monetary policy
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Ghad) oed alad) isall an) Silall Linall Uadl ol Julas (Y) Joan

Period| S.E. RSR R MGDP M2 EXG CPI EG
1 ]0.531267|100.0000|0.000000 |0.000000 |0.000000 {0.000000 |0.000000|0.000000
(0.00000)((0.00000) {(0.00000) |(0.00000)|(0.00000)|(0.00000)((0.00000)
2 ]1.069265|99.73765|0.069909 | 0.090102 |5.021284 |0.005058 |1.054453|3.021547
(0.62900)|(0.26226) |(0.24050)|(0.27528)|(0.19234)|(0.33843)((0.09802)
3 ]1.601311|99.34634|0.465016 |1.224867 |3.047387|0.007447|0.139018|0.069925
(1.76913)((0.78836) [(0.67182)|(0.79931)|(0.60923)|(0.98956)((0.30124)
4 |2.082915(99.02911|0.223625|3.326204 |0.060778|0.005634|0.213657(0.140996
(3.08455)((1.44510)((1.15627)|(1.39372)|(1.18380)|(1.76953)|(0.60039)
5 |2.489497|98.85534|0.226534 |5.359924 | 5.058356 |0.004428|0.260675|0.234746
(4.45168)((2.14512)((1.62847)|(1.96289)|(1.86715)|(2.55591)((1.01483)
6 |2.811951|98.78981|0.190927 [0.330765 |2.047478|0.011472|0.276161|0.353391
(5.84619)((2.83564)((2.06788)|(2.47320)|(2.60052)|(3.26273)|(1.56507)
7 |3.053236|98.70519|0.167592 | 0.281437 | 8.044098 |0.035832|0.265974|0.499881
(7.25542)((3.49766) |(2.48734)|(2.93263) |(3.30951)|(3.83204)((2.25723)
8 [3.225127|98.39637|0.235770|0.290154 |6.070830|0.087198|0.243602|0.676079
(8.64164)((4.15278)((2.93065) |(3.36886) |(3.92567)|(4.23143)((3.07374)
9 [3.344841|97.61272|0.489950 | 0.460576 |4.153137|0.174841|0.228238|0.880543
(9.95782)((4.85463) |(3.46349) |(3.80432)|(4.41886)|(4.45683)((3.96976)
10 [3.431547|96.12065|1.014518|0.898387 (0.312518 {0.305908(0.241539|1.106477
(11.1596)|(5.63489) ((4.13329) |(4.23491) |(4.81349)|(4.53676)|(4.87934)
Cholesky Ordering: RSR R MGDP
M2 EXG CPI EG
Standard Errors: Monte Carlo (100
repetitions)
Ghal) Goed alall dsall _ac) silall Lanad) Wl cpls Jidas (¥) Jsan
S #3gall
Period| S.E. RSR R MDGP M2 EXG EG CPI
1 [2.189526|100.0000 |0.000000/0.000000 |0.000000 |0.000000 [0.000000/0.000000
2 [3.460595/99.73271|0.033185/0.116339|0.107002 |0.010759 [1.20E-06|1.84E-06
3  14.39556999.63580 (0.054068(0.225026 | 0.077697 |0.007403 |1.61E-06|2.20E-06
4 |5.112589/99.24273(0.338476|0.335962 |0.074213|0.008612 |1.94E-06(2.26E-06
5 [5.685832/98.37948|0.005787|0.435008|0.158462 |0.021258 [2.21E-06|2.20E-06
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6.160446

97.01565

0.097006

0.507333

0.334943

0.045059

2.44E-06

2.08E-06

6.564748

95.18068

1.612754

0.545680

0.584033

0.076849

2.58E-06

1.93E-06

6.917360

92.93177

3.527938

0.550889

0.876867

0.112531

2.65E-06

1.78E-06

6
7
8
9

7.231093

90.34020

2.798651

0.530529

1.182587

0.148023

2.64E-06

1.63E-06

10

7.515080

87.48403

10.36676

0.496802

1.472600

0.179804

2.56E-06

1.51E-06

M2 EXG EG CPI

Cholesky Ordering: RSR R MDGP

GH Gl G 3 DA plall gl ) lall (uls Jids () Jpoa

G gl b Al

Variance
Decomposition|
of RSR:
Period S.E. RSR R MDGP M2

1 2.189526 100.0000 0.000000 0.000000 0.000000
2 3.460595 99.73271 0.033185 0.116339 0.107002
3 4.395569 99.63580 0.054068 0.225026 0.077697
4 5.112589 99.24273 0.338476 0.335962 0.074213
5 5.685832 98.37948 1.005787 0.435008 0.158462
6 6.160446 97.01565 2.097006 0.507333 0.334943
7 6.564748 95.18068 3.612754 0.545680 0.584033
8 6.917360 92.93177 5.527938 0.550889 0.876867
9 7.231093 90.34020 7.798651 0.530529 1.182587
10 7.515080 87.48403 10.36676 0.496802 1.472600
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Response of RRS to RRS

Response to Cholesky One S.D. (d.f. adjusted) Innov ations
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Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.

Response of RRS to RRS

Response of RRS to R

Response of RRS to MGDP

Response of RRS to M2
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Response of RRS to CPI
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Response of RRS to RRS Response of R to RRS Response of MGDP to RRS

T T T R e e e e L e — T
12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10

Response of M2 to RRS Response of EXG to RRS Response of EG to RRS

12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10

Response of CPI to RRS

L S
P S S
-V <

(°) s>
Y 73 saill 51 sall (3 uad alall 5 5all sl 2ilall Liitall Undll (s Jala

Period S.E. RRS R MGDP M2 EXG EG CPI

2.432393|100.0000 (0.000000/0.000000|0.000000 |0.000000 [0.000000] 0.000000

4.945322|99.86108 |0.000452/0.099187|0.013318 |0.003686 [0.019766| 0.002508

7.454509|99.60699 (0.002703)0.292865|0.038133 |0.009409 |0.040435| 0.009468

9.734538|99.32673|0.009317|0.517871|0.066495|0.014025 |0.043997| 0.021564

11.65466{99.06584 0.024699|0.726907 | 0.093513|0.016030 [0.033378| 0.039637

13.15990(98.82976 [0.055388| 0.886058 | 0.116052 | 0.015386 [0.032812| 0.064546

14.25558(98.58202 0.109817|0.976511 |0.132232|0.013433 [0.089049| 0.096941

14.99203|98.24456 0.197091/0.997901 |0.141311 |0.012659 0.269589| 0.136889

Ol N[O |BD|W|IN|F

15.44874(97.7077410.324316/0.971290|0.143830|0.016124 0.653321| 0.183379

=
o

15.71794/96.85726 [0.492601|0.938309 | 0.141825|0.026440 [1.309684, 0.233884

Cholesky Ordering: RRS R MGDP
M2 EXG EG CPI
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Period S.E. RRS R MDGP M2 EXG EG CPI
1 |2.359010{100.0000 [0.000000| 0.000000 |0.000000 |0.000000|0.000000{0.000000
2 [3.713776/99.69962(0.059625 0.200011 {0.010205|0.030536|2.60E-06 |1.45E-06
3 |4.707989/99.58995(0.060670 0.317315 [0.008476|0.023579|3.18E-06 |1.66E-06
4 |5.469489|99.24749(0.342913| 0.380538 |0.006751|0.022306 | 3.47E-06 |1.62E-06
5 |6.077653/98.49965(1.040413 0.402670 [0.010738|0.046526|3.59E-06 |1.50E-06
6 |6.580852/97.311162.183075 0.391885 [0.020607|0.093262|3.56E-06 |1.34E-06
7 [7.009405/95.70256 3.751098 0.360662 [0.034354|0.151318|3.40E-06 |1.20E-06
8 [7.383211/93.719995.696854 0.325506 [0.049354|0.208296|3.16E-06 |1.08E-06
9 [7.715903/91.42223(7.955631] 0.305067 {0.063123|0.253941|2.90E-06 |1.01E-06
10 [8.017146|88.87411(10.45238| 0.317842 |0.073742|0.281914|2.71E-06 |1.02E-06
Cholesky Ordering: RRS R MDGP
M2 EXG EG CPI

Gl sud alall jagall sl dilall Linad) Uadd) uls Judas (V) Jsan

Eall) = 3 gaill
Variancz_—:‘_
Decomposition

of RRS:

Period S.E. RRS R MGDP M2 EXG EG CPI
1 0.660030 [ 100.0000| 0.000000 (0.000000|0.000000 |0.000000 | 0.000000 |0.000000
2 1.335810(99.83518 | 0.069172 |0.057485/0.010757 |0.006609 | 0.007237 (0.013563
3 2.007217|99.59670| 0.165180 [0.139346|0.024878(0.012872 | 0.018148 0.042874
4 2.61522599.41320| 0.229663 (0.197136|0.033555 [0.014552 | 0.027063 0.084830
5 3.126172|99.32686 | 0.242312 (0.212521|0.034389|0.012482| 0.031593 |0.139848
6 3.526531(99.31310| 0.213475 (0.191548/0.029628 |0.009811 | 0.031598 |0.210836
7 3.818753(99.28606 | 0.182601 (0.163362/0.025553|0.011025 | 0.028698 0.302702
8 4.017250(99.10261 | 0.216774 0.179151|0.032033|0.021670 | 0.025959 [0.421799
9 4.144227|98.57729| 0.403682 [0.307088/0.061413|0.048140| 0.027471 [0.574917|
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10 4.225292|97.52005 | 0.833123 (0.618688)0.125922|0.097078 | 0.037542 |0.767594

Variance
Decomposition|
of R:

i) atle 5 Al bl ey A Jodany Lid ¢ Coadl aa 8
dongie pladd Ll LYY E=Y e v gia Wl Pla 3Lt 3hall Gsud alall
chlde st i Adle pe (A S sl 4l SVAR
gl aile e ils Lt A sl daill bl clara o 2
e 2o o (g ¢ (YD saall Al sy o) Byl
bl o im pa (ol JC G Jelim, AW 3hdd Glhad) G5
Anl ) lhally Glaly Al a3y L A SLSSY) A aal

CEY G gl Al 2 tlee 3¢5 Aiiially dae ) 2 lall o 2
oY) Baall LA A sl Aaml) dwbid) Gleral dolaia) /oov €
Algad L pra Llan) Joad 5y aas ¢ AAIGN sl saall dallys .
bl Cleral dlai ) dpa )y Aidall Ghall ol olall Sl
) 58 (e Gaanlly el 1y e 30l e L Ahagiaall 5 A agil) Al
ps -l (9SS U aladiuly A8l oaa e Luld (L] Wlags )
el sl i LS e Al Al wbadl clad a2 pay
¢ @S g JSw ahaa b Laopodis(2013). . Lag Ly (alall
(13 aag  BLEY) a3 pnd Ayla ladt by Linil e Adblgie milo aas
Obd el By e sl o Al bl e i Y ol ) aas
aaall Gin e BG5S (9S8 Al Aubdl ag ) e Cililatiul
st ehaln LAY Al mgs G Yo (DS (530280 mgd pladii) aie
oalas dlia of CadSy (3 Joaall (FEVD) 4 Lusal) Ulasll ol sl
o2 25 Al il Gledall asaal lgeadn s Al LSl 8 Caeia
2 A g ALl GLhOU Ghall B g0 (b -l e L Aall
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Abstract
This study aims to analyze and evaluate how Sustainable-Oriented
Finance acts as a mechanism to enhance the integration among
Fiscal Policy, Monetary Policy, and the Banking Sector.
The research adopts a descriptive-analytical approach, thoroughly
reviewing the regulatory and policy frameworks in Malaysia, with
a focus on joint initiatives led by Bank Negara Malaysia (BNM)
and the Ministry of Finance.
The study revealed that the Malaysian experience offers a
successful model suitable for emerging economies seeking
economic diversification. It concluded that the issuance of Green
Sukuk (Islamic Bonds) is a potent financial and political
instrument, as Malaysia provides a sustainable financing tool in
which commercial banks can invest. The Central Bank also
demonstrated leadership by integrating climate and environmental
risks into banking disclosure and risk management requirements,

thus transforming sustainability into a core component of financial
stability.Furthermore,sustainability-directed incentives contributed
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to channeling finance toward projects adopting green practices,
achieving integration between the environmental and social
dimensions of the policies.

The study recommends that resource-dependent economies, like
Iraq, can benefit from the Malaysian model by adopting clear
regulatory frameworks for green finance, led by the Central Bank,
alongside issuing sovereign green financing tools to steer local
liquidity toward sustainable investment instead of relying solely
on traditional financing mechanisms.

Keywords:

Sustainable finance, fiscal policy, monetary policy, banking sector
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Abstract

This research aims to test the mediating role of banking efficiency
in the relationship between the required reserve ratio, the interest
rate, and the stability of the Iraq Stock Exchange (1SX); to achieve
this objective, the Data Envelopment Analysis (DEA)
methodology was employed to measure the efficiency of a sample
of five banks over the period (2008-2024), and subsequently,
Panel Data regression models using the Fixed Effects model were
applied to test the mediation hypothesis. The analysis revealed
significant variance in banking efficiency and stock turnover rate
across the sample banks throughout the research period, alongside
a general expansionary trend in the Central Bank's policy, but the
results of the econometric analysis showed the absence of any
statistical effect supporting the mediation hypothesis, as the
Central Bank's tools did not effectively influence banking
efficiency, and in turn, efficiency did not affect stock turnover,
leading the research to conclude that the banks' operational
efficiency is a result of internal managerial factors and that the
transmission mechanism of the Central Bank's tools to the Iraqi
financial market through this channel is weak or non-existent.
Keywords:

Reserve Requirement, Interest Rate, Banking Efficiency, Financial
Market
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e allad) SLa®Y) Wrgd ) dpedadl) Lagiall daile mual Gy
Cipa e bl acd ) ddlia) clg oS dadils day dalis el sl
las B8 8l amy (53lg (%YY) N eBV) hlaaV) ) & Cus dgdadl dlesl
o e liy Goudl (& Agadl G iy Les (L) B3 e Cayliad) 5508 2l
) o les &S
dial) die Cijlaall Bolagl) Julas — Y.y
A dpaa .

=Y A Baall cliludl Cilia aladiuly daky Cipaal 5ol Judad (Jgaadl

YoY¢
year vrste = scale | crste peer: OUTPUT SLACKS INPUT SLACKS
outputl output2 inputl input2
2008 1 1 1 - 2008 0 0 0 0
2009 0.865 0.987 0.854 Drs 2011 2008 2010 0 0 0 127968
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2010 1 1 1 - 2010 0 0 0 0
2011 1 1 1] - 2011 0 0 0 0
2012 0.794 0906 0.719 drs 2011 | 2014 2015 0 0  511.66 0
2013 0.987 0.858 0.848 drs 2011 2014 2015 0 0 13773 0
2014 1 0849 0.849 drs 2014 0 0 0 0
2015 1 1 1] - 2015 0 0 0 0
2016 0.814 0.971 0.791 | irs 2008 @ 2015 0 19261 18793 0
2017 0.874 0994 0.869 drs 2011 @ 2015 2008 0 0 78549 0
2018 0.802 0986 0.791 drs 2014 2015 2011 0 0 72346 0
2019 0.759 0.975 0.74 drs 2014 2015 2011 0 0 76579 0
2020 0.665 | 0.905 @ 0.602 | drs 2011 2014 2015 0 0 42753 0
2021 0919 0.852 0.783 drs 2022 2014 2011 0 0 41260 0
2022 1 0949 0949 drs 2022 0 0 0 0
2023 0.831 0.817 0.679 drs 2024 2022 2287 0 0 414535
2024 1 0.76 0.76  drs 2024 0 0 0 0

mean 0901 0930 0837
(DEAP2.1) zalin cilapa e lalae) 1 juaall
Capad (CRSTE) ddleay) dudl) 5ol Jawsgia of () Jsandl il gl
Mse b daine 5 gl VT 8 9nd agng N i Laa ¢ (83.7%) b S
sV ((VRSTE) Zadl) 5sl€ll 0 2l 130 g%+ (16.3% ) oty Cipecadl
¢ (T030.) Lehugia gy (Allg Y 5 Adsdil) lidaal) B25a (Wl o Jass
Cpadl dee AulKa) 8 e Jeas Al (Scale Efficiency) asall s:USy
SV (%9.9) Ll 5l 3 ssadl) o (%Y) Lehausio plis JiaY) paal) die
il gl o e Tanls e s S (%V.0) aaal) 80US Byaiy 4)laa
Chagage (N lebisady Hlsall Blo) 2dS dy cdana Gl Cipadl) 4galsy
e oY) G dagale ils dsag e olel oaall (8 el slat¥) Jidan CasSy
(VRSTE = 4L\l 4l 5oLl 3nd 8 Ciypeaall e 28 ¢ Candl il
CYOYY (Y010 cY eV Y)Y Yode oY ouA) byl aleel 52e (,31.000)
oo iay @y Ylae 8 Copall J1Y1 el D Linase 30 i ally (Yo YE
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G (%70.Y) ) el cacains) M ¢ oY) 8 ) Akl (2020 )
alaally dallad) Babeai®y) &3l e ol Al ) A- 28 S dndls Sl
O 3 dllad ye il ale (V) dial e (VY) O 6 aaall ilse Jilas dicy
O aililee pas o i Lea ¢ (drS)iailiie aas Sloe Jh 8 Jany Cipadll
G Ailae 53l Lebls Al sl B 8al) (o) ol llng o biad) Al e S
Ohlge &8y sasy (A (Slacks) lgall (B oagll dilan eday 3 L cila il
saadl DA JUll Gl 8 ditise g i€ (il agag Jaadl 3 L sl )
Copad) o ) el La (Y07Y) aladl DAa a3lasll & Ly (Y4 14-Y YY)
G lajaall 3 ac jehy adl Gy L adld o3)lse il dagraa dal
pang (Y17) ale (4 daliy chldiuay) aas 53b) dal (e dadla Lap Jid
& Cpad) dadliul (A el dsag Ao du Lee ((Y0YT) ale (8 (g )
- oleiaY)y () FY)
¢ YONY) Taaats el V) @ld clpd) o Lad DEA dagie el
¢ JBY) Bl ld clsiall (Peer) Tadsais lasye cul€i a8 (Yoo ¢« Yo
o s G Sliladd) Jmil Jiay alse V) @lls b aiiall moall of e 13
g 1Y) Giyeadl 5
Slalll madl) Gipaa .Y

Baall bl Calie alasiuly (gylaill mddll Cojeaad 52USH alas () Jsanll

YeYE=Yer A

year vrste scale Crste peer: OUTPUT SLACKS INPUT SLACKS

outputl = output2 inputl input2
2008 1 1 1 - 2008 0 0 0 0
2009 0.951 0.922 0.877 drs 2008 2015 0 0 0 7766
2010 0.793 0.986 0.782 drs 2008 @ 2015 2012 9072 0 0 3541
2011 0.92 0986 0.907 irs 2015 2008 2020 2012 0 0 0 0
2012 1 1 1 - 2012 0 0 0 0
2013 1 0856 0.856 drs 2013 0 0 0 0
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2014 0.927 0.858 @ 0.795 drs 2015 0 0 0 45991
2015 1 1 1 - 2015 0 88988 0 0
2016 0925 0.917 0.848 drs 2015 0 0 0 17980
2017 1 0995 0.995 irs 2017 0 83762 0 0
2018 0.961 @ 0.966 0.928  irs 2015 2017 2020 0 0 0 0
2019 0.976 0.93 0.907 irs 2012 2017 2020 0 0 1204 0
2020 1 0895 0.895 irs 2020 0 0 0 0
2021 0.766 0.916 0.702  irs 2015 2008 2020 0 0 707 0
2022 0.563 = 0.933 0.526  irs 2017 2015 2020 0 0 0 0
2023 0.679 0.913 0.621 irs 2015 2008 2020 0 0 6720 0
2024 0.61 0.878 0.536 irs 2020 2015 2008 0 0 29318 0

mean 086 0938 0834
(DEAP2.1) zalin cilajia e o) 1 il

D e @lal) mldll Capad (CRSTE) ddleay! ddl) 5Ll Javgia <y
35 (%1 7.1) dpsty Adin ol Bsad 2smg el Lae (%AY.£) anl) 5y
paall 5eliCy (%AAT) ausic (VRSTE) dudll 5ol o jpadll 138

. (%4Y.A) Laugia (Scale Efficiency)

Lass Cipadl jehil cailid) aaall Sloe dige ks A ol e e
db i dee Cipadl o) 3 dlllad ye calS Qe (1Y) e (10 ) 28 LsSle
O sl pans dony Cipeadll O e (58 850 138 5 (irS) Bulfie aas ilse!
(2135l JW (ud)) DR ans 53l Oy ¢ Cand) 2ae alaee 8 JiY) dans
(hlenaly g al) dilajie (B Ay S) a3k (M ga5 o oSed) 0
A 5l 3aa 3 ¢ Gl e DA maaly IS Capad) el
YWY Yo )o oYY Yo eA) o Laid olse) pued A(VRSTE = 1.000)
saadl s 3 (3liag ala aali 5V V) Cingd @l Wi B¢ (Yo
el 8550 caly Cun (DY) o 5l iligiae ol (Yo YE-Y YY)
(%0Y.7) Helam ol dullas) 86Li5 (2022 )ole

3 (Input Slacks) vlsall & a8 ce (Slacks) jaally paildl) st CasSy
5pa¥) i) B Alelys aadiie e JW) Gy B S (il dgag daa]
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oo ST e Gl Jaing OIS Capeaall o e 13 (Yo E € YAYY) dals,
Oe ¢ Adle Al dia b AaSH iy Las cila dall aas (850l (Bakad g o U
(YT e Yore) e dijiia alsel Bae (4 ailagl 4 (=ile jela (ga) daals
 Xlgall 500 agage ) dabiall Agdl digad e 550l Chan ) jedy Lea
<5 3 (Output Slacks) dailall (ayll (e aaal) cllia Gl GA) dea o
GOSN (YT Y E) e b dals chlina) cula 4 S S
¢ Aabiall Blgall pan Gaiy G el i) Glbigie giad Cijpadll olSal
e dsng axe ) lgd adle dlidate L) Aubiw ) el B aall 13
alse ¥l el 8 dlds )L
Z3all cifia (Ye¥s ¢ Ya10 ¢ Yoo A) alse¥) of (Peers) ohay! dalas el
Slo Gle (T 5V 50 0) Belil laeS craatdinl Cua Dyl Y1 daa
Aie 23 A alseV) o2 & Aaial) )3V Adiil) il 33V ) L sl
i) & el il gk dbjla g of oS
Bl MY Cipaa ¥

Baall bl Cilie aladiuly Jhed) oY) Cipeadd 5ol Jilas (£) Joaal

YoYE—Ye oA
year vrste scale Crste peer: OUTPUT SLACKS INPUT SLACKS
outputl output2 inputl input2

2008 = 0.471 1 0.471  irs = 2008

2009  0.567 1 0.567 irs 2009 0 0 0 0
2010 0.311 0474 0.656 irs 2018 2008 2021 2009 0 0 0 0
2011 0.299 0371 0.807 irs 2018 2016 2009 2021 0 0 0 0
2012  0.215 0.252 0.852 irs 2018 2008 2024 0 0 0 0
2013  0.228 0.244 0.934 irs 2024 2018 2008 0 90694 0 0
2014  0.208 0.209 0.997 irs 2024 2018 2008 0 124754 0 0
2015 0.841 0.888 0.947 irs 2018 2021 2016 0 156730 0 0
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2016 0.908 1 0.908  irs = 2016 0 0 0 0
2017 0.867 0.941  0.921 irs 2018 2016 @ 2021 0 0 0 0
2018 1 1 1 - 2018 0 0 0 0
2019 0.321 | 0.329 0.976 irs 2021 2016 & 2018 0 0 0 0
2020 0.393 | 0.395  0.996 irs 2024 2018 | 2008 0 0 0 0
2021 1 1 1 - 2021 0 104423 0 0
2022 0.916 @ 0.922  0.994 irs = 2018 & 2021 2024 2008 0 0 0 0
2023 0.98 1 0.98 irs 2023 0 0 0 0
2024 1 1 1 - 2024 0 0 0 0

mean 0615 0707 083
(DEAP2.1) maliy cila e e loldicl 1 juaall
(YYE=Y o A) sadl DA Ehall Y] Capenall dudl) soliSH Jlas (i
i A Gpad) dulsg Blal (A (92 Jead allal ddee LS @laad e
5eliSy (%)) by LG e Jaeass (CRSTE) ddlea) 5ol Lawssic
Cipeandll of ety dile s (%Y +.V) daasing ()Y 6l (et (VRSTE) 4
Olleal) aaa & Gl laY) (8 elow als Heal (e Jlay
(Vrste = ALalS 5oliS 33 b Cipeaal) ead Chinaall plall el (e a2 ) ey
OV Y dsadl ALl Blgsy B Wyl e ((alse) 7 ) 8 1.000)
celoe ¥l i (& Jils aaa 3 BelS Bead dgag (1e piay ol Bl Baaa
A Gas (Y1 6-Y 00 ) sad) 8 LS Dsas agd Capeadd) (o Laadly Gl
Ju 13 (%Y +.9) Sslam ol 5eliig (Y01 £) ple 8 DILY) Lo aibgine 5
oS S8 Cipead o il 38 4auls Ln)ls dalse 5l 4l JSLia a9 o
ALl 5ol g (3385 2 ol A eV pnen O (93) dga e ¢ Bl el B
Cipad) o o Ay aa Lo sas ¢ (irS)saliie pas e’ Jl A Jead clS
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Jiay Cipadll aan b ofy V) panll e S8 sl i sy Jon
Bl e 1Y) (g5l (3aeail Byg puia

b Aailh e dsag s ekl (W (Slacks) Lsell diai Gasle acig
paailly dilape A Bl Jae o RS dilaadl A (Slg ¢ Cipaall cBlAA.
G lsall o eSS Y A of g eV cchléna) uls
Jlgie djaa Nlse Gaads Lylatnl ulg 8 Jad)

o Y panpall Z3sall (YOIA) ale fie 3 daeajall eV dals e Ll
alse ¥ Laal oy J81 Ay ¢ (Cle VY) BeliSl HlaaS a3l 3 (@DULY
Ao o V) legie JSI e T cieaddin) Gum cdala ulaaS (YY) 5 YauA)
Ciin A Lulie Claies ey pan e Gl il i (Y0)A)
LAl 5T

U5 dpaa L
—Y oA saall il Cilie aladinly ed) Cajeaal 55U Julas (0) Jsaal
YoY¢

year vrste scale Crste peer: OUTPUT SLACKS INPUT SLACKS

outputl = output2 inputl input2
2008 1 1 1 - 2008 0 0 0 0
2009 0956 0.976 0.979 irs 2008 2012 2010 8710 0 0 0
2010 0.799 1 0799 | irs 2010 0 0 0 0
2011 0.687 1 0.687 irs 2011 0 0 0 0
2012 1 1 1 - 2012 0 0 0 0
2013 0.682 0.724 0.942 irs 2024 2012 2016 2010 0 0 0 0
2014 0.335 0.335 1 - 2016 2012 2024 0 0 2984 0
2015 0.061 0.098 0.622 drs 2012 2008 0 0 155472 33572
2016 1 1 1 - 2016 0 0 0 0
2017 0.087 0.087 0.999 - 2016 2012 2024 0 0 23164 0
2018 0.028 0.041 0.668 drs 2022 2012 0 0 55360 43174
2019 0.069 0.08 0.865 drs 2012 2022 2024 0 0 25979 0
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2020 0.129 0.129 0.999 @ - 2016 2012 2024 0 0 14591 0
2021 0.358 0.367 0.974 drs 2012 2022 2024 0 0 4125 0
2022 1 1 1 - 2022 0 0 0 0
2023 0.934 0.95 0.983 drs 2022 2012 0 0 2649 1512
2024 1 1 1 - 2024 0 0 0 0

mean 0595 063 013
(DEAP2.1) zalip clajia o falaic) 1 juadll

A dangia ol Ty s ¢ sl Cipae el 8 il Gl Jaaal) el
3¢ i) s dlgd A il a2 ) J G e Glsiee )l
(crste) ddlaay) Ludll 5ol Jasgio of Cua Casaa olaf Jangie Capadl 2gd
G daai oY) (B 50 Bead dgag Say (ddie (SHiae 589 ¢ (%04.0) &l
lebansgio by ) Aal) 5eli€l) (e Chnall 38 e SV gall by (%4 .0)
(%Y%)

“Y10) ale Gn bV 858 e Capadll eldf B 5sha SSYI AL
ple &L (%Y.A) ) doail 48)I< ciligina ) 8oUSI cumids) Eus (Y0)A
ey dug Al ) i o oY) B G e el Y 13 (YAOA)
5l el gl Capeadl

b Wabana ¢(plse)  6) & (vrste = 1.000) ALlS 5:US Capadll 3is Lay
Glo Ju Lea ((TYE Y XY cY )Y (Y)Y Yo d e oY ue ) saall dlgs Ay
sl (e Gle Capad) G 3 sl selal e dbiladl akiing ol Cayad) o
Baall (b ccligll )gper iyl Hgall) dapda (S (aaadly ) Gasladl DS
) Coglal 3 ¢ anall 5ol aey Jiam dud )l ACE) cilS (Y4I¥-Y404)
dalas OS5 3 e OIS Cipad) pas o i Lea o (IrS)5al5ie pas e
Iols Lo raat] 2S8R calgas (Loaes Loy Yo YV =Y 01 0) Badll 8 Lol ¢ paill
asl e 13 (drs). dailiie aas Slse sels pe cdabidnlly dulaY) el
S paa 3 aaly (3ol waal) deas B & Ui (Cpad) ana pus
Adgral) Loyl0Y) 435k 43 ke
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576 DA 3lsall panads egu Sl ge aglly (ildl) alat (23S Cua e Ll
23¢) S5 ) (Input Slacks) cdaadl & jaa Julanl) =5l cjelal a3 da)Y)
2 S oaild dlia IS (Ye10) ale b (Yo VA=YV 0) Badl 4 S IS4
Copaad) ) i 138 5 auii 5aY) 585 (YVA) ale iy . adlaslly JLall Gl
GA) dga e ¢ delh JSh Lalig e Lla Jale & 4] dedia )lge el
Jae sy i) Hedsi &1 3 (Output Slacks) il il 8 v jae s
(o I S o AR Gl bl sl e 13 claaal s
o) e Aalidl Slsall alasind e gpadl are 8 s
CiCs Al V) sy (sl (Peer Analysis) oY) dias dus e Laiy
Cun ¢ Y] amall Z3galll s (Y0)Y) ple oIS 3l o250 Lt ladgas
O dun GAY) Al alse¥) Gans 4l (@al0 ) selisll jlaeS pazdul
(lagie U e £) (Y0YY € YNT) ales o(@he 1) (2024 ) Al L
dadiall Clubidls 32Y) Gy JElly Capnall 4ed Lo Juail Jias alse¥) o3
 GAY) alseV) b danll GullS alse V) 23
by @8 Cipan .0

il Calie alainly Jausg¥) (35l Capaal 5ol Jilat (1) Jsand)

YeVE—Yo oA 5adl
year = vrste scale Crste peer: OUTPUT SLACKS INPUT SLACKS

outputl output2 inputl input2

2008 0.154 1 0.154 irs 2008 0 0 0 0
2009 0.537 0.777 0.691 irs 2010 2008 0 3259 0 22651
2010 1 1 1 - 2010 0 0 0 0
2011 1 1 1 - 2011 0 0 0 0
2012 1 1 1 - 2012 0 0 0 0
2013 0.903 1 0.903 drs 2013 0 0 0 0
2014 0.677 0.794 0.852 drs 2024 0 9915 0 195897
2015 0.862 0.974 0.886 drs 2024 82492 0 0 169445
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2016 0.87 0.979 0.889 drs 2024 107403 0 0 164296
2017 0.736 0.832 0.885 drs 2024 115928 0 0 170358
2018 0.688 0.833 0.827 drs 2024 122886 0 0 275700
2019 0.765 0.833 0.918 drs 2024 123512 0 0 116994
2020 0.801 0.871 0.92 drs 2024 138686 0 0 113960
2021 0.816 0.897 0.911 drs 2024 142165 0 0 129108
2022 0.831 0.922 0.9 drs 2024 0 1430 0 185274
2023 0.935 1 0935 drs 2024 57858 0 0 91475
2024 1 1 1 - 2024 0 0 0 0

mean 0.799 0.924 0.863

(DEAP2.1) zaliyn cilape e lalaie) 1 juaall

s am ol e Teay ¢ Copadd) ol 8 cplaal Slaall el Joanll el
Al 3 ¢ ALK Bl gy Blnily ¢ Ganl) Bae Caaiie B S aali sy
Beli Capaddl 3an Cus ¢ (79.9%) (Crste) dalleal) duall 5ol Jasigia
By (e Aish B 3sng o Ju e (plsel 8 ) (& (vrste = 1.000) dkis
o paddl Cillead Aol

b Ungale laali Cipendl) se culgilly ) 3 aall ol e )l e o
Sl lee Ohanl Allal) 5ol cazmisl 3 (2014-2022 ) sl
Lai ain oy sl el (3 Capadl Lggaly dadlind ) dbass Clisea
OS¢ paally Adll) Gasladl SIS (A jpal o Cipad) e 28 )5l Cijeas
A Al ASE el Enll Bae Ay e BN gy Cpait Hgaalll danla
Lo " (irs)saliic ans dilge' b (8 Jemy Cipadll GIS 3 canall 8eUS ae
Loy (Y217) ple (b Ll ¢ anall 8 aagill dalay OS5 Tas ara OISl ing
maadl A5 s 3 Ll Bygeall Cufel) cCipadll aan pusi dag san
aan dle B bl Gpadl dee Gus Sl aaall Bl 8 Ui
Slo bt Ajlae la S mual Gapadl o e Ju 1aag (drs) dailie
daaly 4l ¢ jurall aaall dsje Golaly saill (& Capaall mad 3 ¢ o))lse il
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AuaY) 8l Javsio o Lasg 5eleSs Sl dnma By b pase Taan Laas
OS5 L d daagall sl A e Y AKEAN Gl ¢ (%AY.€) &l (vrste)
Aadiall s)lge BY daiall duluall 8
G ¢ ipaddl dae b GaeY) LKl AKEA e aglly (il Jilas CasSi
lagny SSYI AKEL) (aS 3 (INput Slacks) caad) b 5w moag &l
(YY) ale ng (Yo 8) ol alony adlagll 8 Gedally Jilgll (ailall b
SV ad ey el U5 dadagdll e ailagl) Dlse (e Aedin S Gllia) 3
s @l el Jagan (8 5aS Jd e RIS il VI Rl s eSS Ll
Clajiadl (& ae s (a) A e o Nleall Hae Chlaiivly (a8
G S Sae seda M cdliadl 4 gl ae 3ilsu 13ay(Output Slacks)
adl Cipad) G Con L(YoYI-Y0V0) g sadll Gl B gl g
Mgl ety l 4] (gl Aspd] e jaas
alal dalhe Liew bl ek (Peer Analysis) ohaY) diad dus (e W
I Aol ye aloe¥) eV Loy dmsl) amyal) z3saill Jia Cus ¢ (Y4 Y )
O ) a1y (e Ve) e aazdii) 3 daclad (YeVE) Gle
o 02Xl aaall Cadagl B dadg alaal (B mad (Y0VE) Gl B Capadll
Al alse V) IS Al e S IS0 (eiy alea Laa (81 &l

Gyl die Cijlaall agadl ()98 Jira Judad v ¥

Call die Cijlaall aguall (g2 Jara (V) Jgaad

bwgd @A el TSR NESRROREY il
19.25  18.76 1546 677  4.76 2008
17.37 1226 079 24.22 44 2009
22.76 542 793 2099 12.19 2010
62.69 5.74 14 2599 10 2011
24.63 246 145 3103 1345 2012
63.22 0.66 0.8 1347 1552 2013
10.31 7.95 1174 493 1552 2014
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8.14 10.87 20.06  18.83 9.25 2015
28.3 0.51 0.1 13 = 14.45 2016
16.38 0.96 0.59 1379  15.92 2017
11.682 3.314 2.205 16.796 22.903 2018
7.85 0.43 0.5 438 16.17 2019
2.9 0.44 1.15 1.66  23.55 2020
63.29 1.19 13.83 6.71  25.77 2021
3.7 0.1 6.8 7.1 10.3 2022
2.7 1.5 4.1 5.4 61.2 2023
56.5 3.3 6.3 11.6 6.3 2024

6.99% -10.25% -5.44% 3.43% 1.78% Syl gadll Jume
L) 3hoU 3hall Bond Logiad) L) el e slaeYh : il
Ay hpaa )
Slall I3 agadl e s Nai Cipeae age o) 223 (V) Jsaall DA
Lilae (paca 4 BlsaY) S asl ) el lee sl Algudl (53 delial
e L 3 (3L G oysal) Jome il o 3 ¢ Al Jls) iy Lnilin
penia Laa cagudl pasall dadll o G938 udll Gopdiinall e B2 35ag )
ol i) Y e (Sl e sag JaY) el Gand) il am Lles
aihgy Jaee il S (Yerd) ale (B LS A0Uu) @il agld agudl o) V)
Ll (%710.Y) &l 31 (Y4YY) ale 8 S Lualal) 2000 AV e (%% €)
dgabeai) SlanY dlaia) @hsall o3 dia 3 (el il dubud) Clhss as
saall Llie dlany ODEGY) 138 Lagad) dapl 8 s L Guly (658
Wgss 0 Gl cplatil) cplghniall ainila (ga i @l Glb Jliall 5 dadlal
Byaiunag dalle
Zldl) Cipaa .Y
Dby dadipall Ohgall ¥ aras ddle g (@l mlall Cipan ag
dadlag Walis SSY1 pgad) dlany Lea ¢ dusit cigl) 6 salad) cldial) ) dSLaY
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DS (S dadipe (gl OV e abad o) L dwadl) Cijladdl g djliaall
flow Somti FSY) agudl daad ((Y0)£) ple 3 (%£9.F) culS Wdlels
O s Sl Q13 Gl ey e & ¢ a1 puadll Jglall ) &jliaall
Jaas U Yl (gl Ciliginas AN LAY Tax Adle Liulua da)s agull
sl e by ¢ T dlle Hlalie cld Hléid 4 Lo agudl 13 (o
Dblie dee dony el G B3l (Sl ¢ aged) el a8 s JiSY (e
Al oY) Cipaa ¥

G dan 3l s S G e Bhall Y1 Capeadl) agun il
Chaal palwe (el aad 8 Sl LUl dmidie gl Y ara alsel) alaas
(%)) e i clS Lo Wlleg ¢ paiinall A8 )3ty Cipeaall Ll IS
Usaall (mlesils agud) Jolo e oalghiially cpopaiisall Cagie (uSay Jaalll 138
G O ) den ey g e 13 Cipadll 138 agud ehd (e el pia
Lo ¢ 81 Lalialy peaad) 8 Dl s 38 cllal) aga) ols (g s Al
DY) ¢ Asaal) alidily Capaall ) oY) Chaia (g dljie dila b daiay
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Fixed-effects (within) regression Number of obs = 85
Group variable: bankid Number of groups = s

R-squared: Obs per group:
within = ©.e356 min = 17
Between ©.o000e avg 17.0
Overall = ©.0263 max = 17
F(2, 4> 5.83
corr(u_i, Xb) = -©.0000 Prob > F ©.0653
(std. err. adjusted for 5 clusters in bankid)

Robust

st Coefficient std. err. t P>t [95% conf. interval]
rrc -.399427 .226066 -1.77 ©.152 -1.e27087 .2282327
i 2.466775 .9591952 2.57 ©.062 -.1963781 5.129928
_cons 7.364146 1.91934 3.84a ©.o19 2.e35205 12.69309

sigma_u
sigma_e
rho

8.721055
13.407302
.29731458

(fraction of variance due

to u_i)

Ldpaal) Belil) Ao BN jaug i) Jalial) 8l Lol il
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Fixed-effects (within)

regression

(Y) @l

Number of obs = 5
Group wvariable: bankid Number of groups = s
R-squared: Obs per group:
within = ©.©653 min = 17
Between = ©.0000© avg = 17.e
Overall = ©.0630 max = 17
F(2, 4a) ©.37
corr(u_i, Xb) = ©.oo0o Prob > F ©.7132
(sStd. err. adjusted for 5 clusters in bankid)
Robust
eff Coefficient std. err. Tt P>t [95% conf. intervall]
rrc - .@02309 .o036013 -©.64a ©.556 -.e123077 .e076897
i - .o@025954 .e12359 -~o.21 o.84aa - .o369094a .e317186
_cons .92624a93 .©739533 12.52 ©.o0o . 720922 1.131577
sigma_u .e3291037
sigma_e .1535605
rho .ea3914e05s (fFraction of variance due

to u_i)
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Fixed-effects

(within) regression

Number of obs = 85
Group variable: bankid Number of groups = s

R-squared: Obs per group:
within o.o362 min 17
Between e.sess ave 17.e
Ooverall ©.e239 max 17
F(3, a> s.e3
corr(u_i, Xb) = -©.ei172 Prob > F e.o76a
(std. err. adjusted for 5 clusters in bankid)
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st Coefficient std. err. + P>t [95% conf. intervall]
eff 2.oe20268 12.81533 e.16 o.s882 -33.s5518 37 .61034a
rrc - .39a7a1a .2a22603 -1.63 e.179 -1.e67364a .277881
i 2.a720a2 .9393254a 2.63 ©o.oss -.13594a38 s .os80027
_cons s.asasss 11 .3996s8 e.as e.656 -26.16605 37.13512

sigma_u
sigma_e
rho

8.7686619
13 .4a004a36
.2070065

(fFraction of variance due

to u_id
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Abstract
This research aims to determine the role of bank credit in
achieving financial stability within the banking sector in general,
and commercial banks in particular. The study focused on the
banking sector as a whole, with commercial banks serving as the
sample, covering the period from 2018 to 2022. Based on the
study and data from the Central Bank's Department of Statistics,
the research concluded that bank credit plays a significant role in
achieving financial stability within the banking sector. Banks
extend loans to both banking and non-banking financial
institutions, as well as individuals, to promote economic growth
and mitigate high risks. This is achieved by balancing liquidity
and security while generating returns for the lending bank in
exchange for specific interest rates and fees. However, bank credit
is also affected by obstacles and crises that banks face, leading to
weakened financial and security stability within these institutions.
The research concluded with recommendations, including
strengthening the role of credit in achieving financial stability
through a comprehensive and diversified evaluation of the
investment portfolio. This would reduce high risks and balance
returns with security and liquidity when determining loan

amounts. Monitoring by the Central Bank is essential in this
regard. For its operating sectors, especially the banking sector,
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when applying standards and laws, with an increase in the volume
of funds granted according to initiatives that support these sectors.
Key board: Bank Credit, Financial Stability
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Abstract

This study examines the quantitative impacts of Central Bank
Digital Currencies (CBDCs) on monetary policy, liquidity,
financial inclusion, inflation, and banking stability in emerging
economies. Utilizing various econometric models, it tests
hypotheses regarding policy transmission, stability, inclusion, and
inflation. The findings indicate that well-designed CBDCs can
improve policy effectiveness and enhance financial access,
although they also pose risks such as pressures on bank liquidity
that necessitate careful regulatory oversight.

1. Introduction to Central Bank Digital Currencies and
Monetary Policy Transmission

1.1. Definition of Central Bank Digital Currencies (CBDCs)
Central Bank Digital Currencies (CBDCs) represent a new form
of central bank money, differing from traditional fiat notes.
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According to (Caccia & Vlassopoulos, 2024, pp. 6-10)[16], they
are digital claims issued by central banks for instant payments and
settlements. CBDCs divide into retail, accessible to the public, and
wholesale, meant for financial institutions.

Interest in CBDCs is growing worldwide. By 2022, 80 of 86
central banks were exploring or developing CBDCs. Nigeria, the
Bahamas, Jamaica, and the Eastern Caribbean Currency Union
have launched retail CBDCs. China and India run pilot programs,
as noted in (Caccia & Vlassopoulos, 2024, pp. 6-10)[16]. People
can store CBDCs in digital wallets or central bank accounts and
may earn interest, providing a digital cash alternative without
backing assets ((Marthinsen & Gordon, 2024)[13]).

(Mitali Das, 2023)[1] states that CBDCs influence short-term
market interest rates by altering financial system liquidity. They
affect how much reserves banks hold with central banks, changing
monetary policy channels.

CBDCs may improve financial inclusion by offering access to the
underbanked (section 6.1) but risk deposit disintermediation: users
might prefer CBDCs over bank deposits, which could disrupt bank
funding ((Marthinsen & Gordon, 2024)[13]). Without asset
backing, central banks gain more control over the monetary base.
In summary, CBDCs combine new technology with traditional
monetary roles, offering policy benefits but posing financial
stability challenges.

Number of countries exploring CBDCs 130

Percentage of world GDP represented by  [98%
130 interested countries

Number of countries in the advanced stage |64
of exploration
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Number of countries that have fully 11
launched CBDCs

Source: Atlantic Council, Central Bank
Digital Currency Tracker,
https://www.atlanticcouncil.org/cbdctracker/
(accessed on 22 December 2023).

Table 1: Global status of CBDC developments on 1 October

2023. (source: reference (Marthinsen & Gordon, 2024)[13])
1.2. Importance of monetary policy transmission in emerging
economies
Monetary policy transmission affects investment, spending,
inflation, and jobs in emerging markets. These economies often
face fragile monetary systems and outside shocks, making clear
and efficient transmission vital for price stability and growth.
Central Bank Digital Currencies (CBDCs) have the potential to
enhance this transmission. Many central banks are researching
CBDCs, as noted in (Das et al., 2023, pp. 1-5)[5]. These digital
currencies could modernize financial systems and address
inefficiencies. CBDCs might give central banks better control over
liquidity. (Das et al., 2023, pp. 26-30)[5] explains that they can
increase money demand and quicken circulation by streamlining
payments. This strengthens transmission channels like interest
rates and bank lending.
However, CBDCs also pose risks. One issue is disintermediation
when people prefer CBDCs over bank deposits, threatening
banking stability and liquidity, as highlighted in (Kunaratskul et
al., 2024)[8]. This can disrupt normal banking and complicate
traditional monetary tools.
Emerging economies must consider their unique needs with
CBDCs. (Chen et al., 2022, pp. 121-125)[9] shows reasons vary
but often include improving payment efficiency and financial
inclusion. For countries with weak infrastructure or large informal
sectors, CBDCs can both modernize monetary tools and expand
financial access.

27



https://www.atlanticcouncil.org/cbdctracker/

YoYo Gualddl (g siad) (gl alad) jaisall ailBy - ISSN 2709-2852 — depslaall 5 dsllal) o sladl Al

In summary, understanding monetary policy transmission is
essential for emerging economies to use innovations like CBDCs
while managing associated risks.

2. Theoretical Framework for CBDCs and Monetary Policy
2.1. Overview of monetary policy tools

Central banks rely on monetary policy tools to steer their
economies, focusing mainly on keeping prices stable and
encouraging growth. These tools function under different regimes,
such as inflation targeting, exchange rate targeting, and monetary
targeting. For example, in an inflation-targeting system, a central
bank sets a specific inflation goal and uses a short-term policy rate
to guide its actions. Keeping banking system liquidity in check is
key to making sure short-term market rates stay close to this
policy rate.

Among the instruments central banks use are open market
operations (OMOs), where they buy or sell government securities
to adjust liquidity. They also pay interest on reserves to influence
how much excess reserves commercial banks hold, which affects
lending and credit flow. According to (Lukonga, 2023)[2], CBDCs
might change the game by altering how banks handle reserves and
liquidity within traditional monetary operations.

In addition, CBDCs could improve how well current monetary
tools work by making reserve requirements more efficient and
speeding up responses in open market operations, as indicated in
(Yang & Zhou, 2022)[10]. This could give central banks sharper
control over money supply and ease adjustments of interest rates.
Therefore, central banks must grasp how their usual tools interact
with new digital currencies like CBDCs. This knowledge can help
craft monetary frameworks that keep economies stable amid
shifting financial landscapes.

See also reference (Kunaratskul et al., 2024)[8].

2.2. Role of CBDC:s in the financial system

Central Bank Digital Currencies (CBDCs) change monetary
systems, especially financial intermediation and policy. Unlike
bank deposits, CBDCs are issued and controlled directly by central
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banks, offering a secure digital option for daily transactions. This
impacts money demand and circulation speed, which are key to
monetary policy.

CBDCs may disrupt banking by causing disintermediation if
people prefer digital currencies over deposits. This could reduce
bank lending funds, raise borrowing costs, and limit credit for
households and businesses, as explained in (Lukonga, 2023)[2]. It
may also make bank reserves more unpredictable, complicating
liquidity management for banks and central banks.

On the positive side, CBDCs enhance financial inclusion by
providing digital payments access to the unbanked, according to
(Chen et al., 2022, pp. 171-175)[9]. This drives economic activity
by improving payment efficiency and lowering transaction costs.
However, CBDCs pose challenges like tracking capital flows and
currency substitution that could destabilize monetary systems.
Design features matter for managing risks. Interest payments on
CBDCs or transaction limits can control shifts away from banks.
For example, non-interest CBDCs might reduce disintermediation
but limit monetary policy tools, as noted in (Lukonga, 2023)[7].

In short, CBDCs can make finance more efficient, but their effects
on money supply and economic stability require careful attention..
3. Methodology

3.1. Data sources and selection criteria

To evaluate how Central Bank Digital Currencies (CBDCs) impact
monetary policy transmission, we created a comprehensive data
framework covering financial systems in emerging markets. Our
main dataset includes commercial banks from the Bahamas,
Zimbabwe, Nigeria, and Jamaica. These countries share emerging
economies, British financial legacies, centralized monetary
policies, and financial inclusion challenges. We analyze 57 banks:
14 in the Bahamas, 12 in Zimbabwe, 23 in Nigeria, and 8 in
Jamaica.

The data spans from 2010 to 2023, capturing CBDC evolution
while excluding the global financial crisis but including
cryptocurrency growth post-2008. This sample offers 549
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observations for robust econometric analysis.

Bank-level data is from the BankFocus database, providing
detailed performance measures. Country-level data comes from
the World Bank’s World Development Indicators (WDI), offering
key macroeconomic factors affecting monetary policy.

We also used the CBDC Tracker for information on CBDC
introductions and features. Though some technical definitions
vary, all four countries implement retail CBDCs with similar core
characteristics.

We ensured data completeness and addressed gaps to maintain
study quality. See reference (Heitmann et al., 2025)[11]..

3.2. Econometric models employed

Econometric models play a central role in analyzing the effects of
Central Bank Digital Currencies (CBDCs) on monetary policy
transmission. The Vector AutoRegression (VAR) model captures
linear relationships among multiple time series and tracks how
shocks in one variable influence others over time. This helps
explore the dynamic links between CBDCs and economic
indicators.

The Vector Error Correction Model (VECM) builds on VAR by
including cointegration, which accounts for long-run equilibrium
ties in non-stationary data. VECM reveals both short-term
adjustments and long-term relationships, deepening the
understanding of monetary policy stability as CBDCs enter the
financial landscape.

The Generalized Method of Moments (GMM) handles variables
that might be endogenous, offering efficient parameter estimates
by applying moment conditions in the data. GMM suits the
analysis of complex feedback loops where CBDCs influence and
respond to monetary targets.

Cointegration analysis checks if variables maintain steady
relationships over time, showing how CBDCs affect financial
stability through interactions with interest rates and inflation.
Granger causality tests identify whether changes in one factor
cause shifts in another, clarifying influence within monetary
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systems impacted by CBDCs.

Time series models like ARIMA and SARIMA assist in modeling
and forecasting monetary policy trends affected by CBDC
integration, capturing temporal and seasonal patterns.

Together, these tools enhance understanding of CBDC impacts on
monetary policy transmission, highlighting potential benefits and
challenges in emerging markets. (Heitmann et al., 2025)[11].

4. Hypotheses Testing on CBDCs" Effects

4.1. Policy transmission effectiveness hypothesis

The policy transmission effectiveness hypothesis suggests that
Central Bank Digital Currencies (CBDCs) can enhance how
monetary policy operates. CBDCs introduce changes in the
financial system and connect directly with monetary policy tools.
Traditional policy uses tools like interest rates and open market
operations to influence the economy. CBDCs can improve these
tools by helping banks manage liquidity better and speeding up
reactions to economic shocks.

CBDCs affect monetary policy through level effects and
transmission effects. Level effects happen early in CBDC
adoption, potentially tightening or loosening financial conditions.
For example, if CBDCs earn interest, people might move money
from bank deposits to CBDCs. This shift changes how banks fund
themselves, as explained in (Mitali Das, 2023)[1], impacting
monetary policy effectiveness.

Transmission effects change how policy influences the economy
after CBDCs are introduced. If CBDCs complement bank
deposits, they can better link central bank interest rates to
economic conditions. (Das et al., 2023, pp. 6-10)[5] shows that
well-integrated CBDCs can strengthen monetary policy’s impact
on consumption and investment.

However, challenges exist. Large money transfers into CBDCs
during uncertainty can threaten bank stability, a concern from
section 5.1. Without limits or tiered rates, managing liquidity may
become difficult. Research in (Das et al., 2023, pp. 6-10)[5] finds
CBDCs have more impact during low rates or financial stress
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when people seek liquid, safe assets.

In conclusion, CBDCs can improve monetary policy transmission,
but success requires careful design and strategy to balance risks
and benefits.

4.2. Financial inclusion impact hypothesis

The financial inclusion impact hypothesis suggests that Central
Bank Digital Currencies (CBDCs) could greatly improve access to
financial services for marginalized and unbanked groups,
especially in emerging markets. CBDCs can reduce traditional
barriers like high fees and strict ID rules that block many from
formal finance. As (Tan, 2024)[18] notes, boosting inclusion is a
key goal of retail CBDC projects, particularly in low-income
countries where wider payment access can drive change.
Evidence shows CBDCs offer a digital platform with lower
transaction costs and simpler identity checks. For instance,
Nigeria’s eNaira has increased digital financial participation
among previously excluded people. (OGUNRINDE, 2023)[15]
highlights this rise in banked individuals, showing a link between
CBDC adoption and broader inclusion.

CBDC:s also help those who don’t qualify for traditional bank
accounts by mimicking cash’s benefits and enabling credit history
building, essential for loans, as explained in (Central Bank Digital
Currency (CBDC) - Virtual Handbook, 2024)[17].

However, challenges remain. (Heitmann et al., 2025)[11]

discusses risks like bank disintermediation if people prefer CBDCs
over deposits, threatening bank stability. (Sarto & Ozili, 2025)[25]
warns that without addressing digital literacy and infrastructure,
CBDCs alone may not achieve full inclusion.

As (Das et al., 2023, pp. 11-15)[5] emphasizes, impact depends on
design and rollout. When executed thoughtfully, CBDCs can
improve financial access for underserved communities in
emerging economies.
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Explanatory

Dependent

Dependent

variables variable Z-score |variable Z-score
Two-step Two-step Two-step Two-step
system GMM difference GMM |system GMM difference GMM
@) @ ®) 4)
Lagged Z-score 0.638*** 0.633*** 0.662*** 0.687***
(0.063) (0.161) (0.067) (0.195)
CBDC Launch 0.326** 0.400* 0.337** 0.423*
(0.158) (0.213) (0.160) (0.224)
Age 0.133*** 0.550 0.082* 0.429
(0.045) (0.363) (0.049) (0.419)
Size 0.057** ~0.112 0.118** ~0.093
(0.014) (0.111) (0.026) (0.101)
Capitalization 0.019** 0.056*** 0.023** 0.065**
(0.005) (0.012) (0.005) (0.012)
Efficiency -0.001** ~0.001 -0.001** -0.001
(0.000) (0.000) (0.000) (0.000)
Liquidity ~0.004 0.007 0.001 0.012*
(0.003) (0.006) (0.004) (0.006)
Deposit -0.000 -0.018* 0.002 -0.021**
(0.003) (0.010) (0.003) (0.010)
Interest ~0.004 0.000 0.002 0.005
(0.010) (0.024) (0.010) (0.019)
GDP -0.010 -0.013 0.004 -0.002
(0.007) (0.009) (0.008) (0.011)
Inflation —0.001*** -0.001 - -
(0.000) (0.001)
Log_Inflation - - —0.155%** -0.117*
(0.045) (0.063)
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Explanatory Dependent Dependent
variables variable Z-score |variable Z-score
Two-step Two-step Two-step Two-step
system GMM difference GMM |system GMM difference GMM
Constant -0.717 - —2.418***

(0.643) (0.790)
Observations 446 386 409 341
No. of instruments |24 22 24 22
No. of groups 53 53 53 53
Arellano-Bond: 0.000 0.007 0.000 0.018
AR(1)
Arellano-Bond: 0.849 0.857 0.919 0.864
AR(2)
Hansen test (p- 0.742 0.559 0.612 0.580
value)

Table 2: GMM effects of CBDC launch (CBDC Launch) on
banks' financial stability (Z-score). (source: reference
(Heitmann et al., 2025)*4)

4.3. Inflation control hypothesis

The inflation control hypothesis suggests that Central Bank Digital
Currencies (CBDCs) could help central banks manage inflation
more effectively. CBDCs create a direct pathway for monetary
policy, allowing faster adjustments to interest rates and liquidity,
which aids in reacting to inflationary pressures. Section 2.1
explains how CBDCs influence monetary policy transmission.
CBDCs may reduce transaction costs linked to cash handling and
improve payment system efficiency ((Zhou, 2024)22). This can
speed up inflation control by enhancing money supply
management, supporting price stability, especially in emerging
markets where inflation is often volatile due to external shocks and
fiscal issues.

However, risks exist. If CBDCs cause people to withdraw deposits
and hold digital currency, bank reserves could weaken, disrupting
monetary policy channels ((Lukonga, 2023)4). This would
complicate money supply forecasting and open market operations.
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Currency substitution is another concern. (Foster et al., 2021, pp.
11-15)2! notes that, in high-inflation countries, consumers might
prefer foreign-backed CBDCs over local currency, undermining
local monetary control.

In summary, while CBDCs offer potential for better inflation
control through efficiency and quick policy responses, challenges
such as bank disintermediation and currency substitution need
careful management to achieve these benefits.

4.4. Banking stability hypothesis

The banking stability hypothesis argues that Central Bank Digital
Currencies (CBDCs) could significantly impact financial
institutions, especially in emerging markets. As (Heitmann et al.,
2025)[11] notes, CBDCs may boost banks’ stability by promoting
financial inclusion and offering easier access to digital payments.
This could build a stronger banking environment where traditional
lending remains important. However, the relationship between
CBDCs and banking stability is complex. (Lukonga, 2023)[2]
warns that CBDCs might cause deposit disintermediation, as
people may prefer holding CBDCs over bank deposits. This shift
risks draining banks’ liquidity and reducing their lending capacity,
especially during economic instability, which increases reserve
volatility ((Luu et al., 2023)[14]).Ahnert et al. find a U-shaped link
between CBDC interest payments and bank fragility ((Ahnert et
al., 2023, pp. 1-5)[21]). Initially, higher interest on CBDCs
encourages withdrawals, raising instability. Over time, banks
respond by offering better rates, which stabilizes the
system.Research also shows larger banks manage shocks better
than smaller ones ((Luu et al., 2023)[14]). This suggests the need
for policies that protect smaller banks. (Heitmann et al., 2025)[11]
emphasizes that understanding CBDC adoption’s interaction with
banking structures is vital for risk reduction.

Luu and Nguyen highlight that CBDCs’ effects on stability depend
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on effective integration into monetary systems and safeguards like
holding caps or transaction limits ((Luu et al., 2023)[14]).Ongoing
research remains essential to grasp how CBDC designs affect
banking resilience overall.

5. Quantitative Findings from Analysis

5.1. Impact on monetary policy effectiveness and transmission
channels

Central Bank Digital Currencies (CBDCs) could profoundly
change how monetary policy operates, especially in emerging
markets. Zhou and Yang ((Yang & Zhou, 2022)[10]) point out that
rolling out CBDCs like the e-CNY may streamline payment
systems, which can alter money demand and speed up how fast
money moves. This transformation could make managing the
money supply more precise and allow monetary policy to react
more swiftly.

In addition, CBDCs have the potential to boost the power of
traditional monetary tools by refining the channels through which
policy takes effect. For example, (Ozili, 2023)[4] explains that if
CBDC deposit rates move in step with central bank interest rates,
shifts in these rates will directly influence how commercial banks
set their own deposit rates. This harmony strengthens the interest
rate channel and helps financial markets respond faster to
monetary changes.

On the other hand, research reveals that CBDCs may introduce
more fluctuations into commercial bank reserves held with central
banks. Lukonga et al. ((Lukonga, 2023)[2]) emphasize that as
more people hold CBDCs, it can disrupt conventional banking and
make liquidity management trickier for central banks. While some
studies warn that credit channels might weaken slightly because of
changes in how the public manages their portfolios, others suggest
that CBDCs could open up new, efficient ways to allocate
liquidity ((M'bakob & Tchounga, 2024)[6]).

These new swings in financial flows mean policymakers must
keep a close watch to prevent negative side effects on monetary
stability. When handled properly, CBDCs could not only improve

36



YoYe Gualdll (s siad) oAl alad) paigall adBy - ISSN 2709-2852 — dsalaall g Aullall o slall Ao

monetary policy’s strength but also make it more flexible to adapt
as economic conditions evolve.

5.2. Effects on liquidity and banking stability in emerging
economies

Introducing central bank digital currencies (CBDCs) in emerging
markets offers both promising advantages and notable challenges
for liquidity and banking system stability. CBDCs provide a safe
way for individuals and businesses to hold funds directly backed
by the central bank, reducing the risks tied to commercial bank
failures. This feature could prove especially valuable during times
of financial turmoil, when confidence in traditional banks tends to
falter. Research shows that CBDCs can enhance financial stability
by lowering leverage and curbing asset risks, which helps maintain
a sound banking system (Luu, 2023).

Yet, a swift move toward CBDCs may trigger large withdrawals
from commercial banks, as customers prefer the perceived security
of digital currencies. Such shifts can put liquidity strains on banks,
particularly in periods of economic uncertainty or crisis. Emerging
economies might face greater systemic risks due to this possible
disintermediation, where traditional banks lose deposits rapidly.
The danger becomes acute if the change happens too fast: sudden
surges in withdrawals could overwhelm banks’ capacity to cope
(Marthinsen & Gordon, 2024). Without carefully crafted
regulatory and monetary policies, these pressures might heighten
instability within the banking sector.

Moreover, while larger banks could adjust more smoothly due to

their wider asset bases and resources, smaller banks might find it
tougher to meet increased liquidity needs following CBDC rollout
(Luu, 2023). Policymakers therefore need to weigh how CBDC
introduction affects individual banks and the system at large.
Finding the right balance between boosting financial inclusion and
enforcing strong regulatory safeguards will be key to helping
emerging countries harness CBDC benefits without undermining
financial stability.
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See references (Marthinsen & Gordon, 2024)[13] and (Luu et al.,
2023)[14].

6. Opportunities Presented by CBDCs

6.1. Enhancement in financial access for underbanked
populations

Central Bank Digital Currencies (CBDCs) offer a valuable
opportunity to boost financial inclusion for the underbanked,
especially in emerging economies. They lower barriers by
allowing digital payments without traditional bank accounts,
cutting transaction costs, and simplifying identity checks (see
section 2.2).

For instance, Nigeria’s eNaira increased financial service access,
linking CBDC availability to more digital participation among the
unbanked ((OGUNRINDE, 2023)[15]). Effective design matters:
low or no fees and relaxed ID rules encourage use by those
without formal identification while maintaining regulatory
compliance ((Central Bank Digital Currency (CBDC) - Virtual
Handbook, 2024)[17]). Offline functionality further extends reach
to areas with weak internet access.

Programmable CBDCs let policymakers create tools to promote
saving or offer micro-loans, helping users build credit histories
((Chen et al., 2022, pp. 81-85)[9]). This broadens financial product
access for low-income groups.

CBDCs also disrupt payments by providing a public, non-profit
alternative, lowering costs and encouraging innovations that
benefit the underbanked ((Lannquist & Tan, 2023)[24]). Mobile
technology plays a key role by enabling people in remote areas to
transact without bank branches ((Sarto & Ozili, 2025)[25]).

While CBDCs are not a complete solution—digital literacy
remains a challenge—they represent a significant step forward
when thoughtfully designed and combined with broader inclusion
efforts.

6.2. Potential for improved inflation management strategies
Central Bank Digital Currencies (CBDCs) offer new tools for
central banks to manage inflation, especially in emerging markets.
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Effective monetary policy is essential for stable prices and
economic growth, and CBDCs can enhance these efforts by
improving liquidity control and speeding policy impacts.

CBDCs balance money supply and demand better than cash. They
can be programmed to adjust automatically to economic changes,
allowing quick responses to inflation pressures. For example,
(Yang & Zhou, 2022)[10] notes how the e-CNY increases money
circulation while giving central banks tighter control, creating a
more agile monetary setup.

They also promote financial inclusion, which stabilizes inflation
by broadening access to formal financial services. (Shahid &
Farhan, 2025)[22] highlights that wider inclusion boosts banking
participation and supports economic stability.

CBDCs reinforce trust in national currency amid digital
alternatives. (Das et al.,, 2023, pp. 6-10)[5] calls CBDCs a
"monetary anchor" that maintains public confidence, essential for
stable inflation.

Programmability opens new policy tools, like adjusting interest
rates on CBDC balances to encourage saving and control money
supply during inflation spikes.

Still, risks exist. Large CBDC shifts could disrupt banks and cause
liquidity stress, as discussed in section 5. Careful design and
regulation are vital to integrate CBDCs while supporting inflation
management.

7. Challenges Associated with CBDC Implementation

7.1. Risks related to bank liquidity pressures

Introducing Central Bank Digital Currencies (CBDCs) poses risks
linked to bank liquidity pressures, especially in emerging markets
with fragile banking systems. A key concern is deposit
disintermediation, where customers shift funds from commercial
banks to CBDCs. This move can severely strain banks,
particularly smaller ones reliant on retail deposits. While CBDCs
may boost overall liquidity, they risk triggering rapid deposit
withdrawals during economic instability, as noted in section 5.2.

If CBDCs are adopted quickly, liquidity crunches become more
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likely. People might transfer large sums from traditional deposits to
CBDCs suddenly, depleting banks’ reserves. Historically, during
crises, people hold more cash to protect themselves. (Lukonga,
2023)[2] explains these effects worsen in systems dominated by non-
interest-bearing demand deposits.

(Chen et al., 2022, pp. 191-195)[9] highlights how CBDCs’ ease of
transfer and accessibility can speed money circulation, causing
frequent and large withdrawals from banks. This strains daily bank
operations and liquidity. Central banks might have to intervene if
banks face shortages due to CBDC surges, raising financial stability
concerns, as (Bindseil et al., 2024, pp. 26-30)[23] points out: banking
becomes fragile when public preference shifts rapidly to CBDCs.
Policymakers should consider design choices like limits on CBDC
conversions and enhanced intraday liquidity support to reduce these
liquidity risks while promoting digital currency use.

7.2. Regulatory challenges and considerations

The regulatory environment for Central Bank Digital Currencies
(CBDCs) is complex and presents several challenges. Introducing
CBDCs could significantly change the financial landscape, requiring
robust frameworks to manage risks like liquidity swings and
disintermediation. One major concern is that CBDCs might cause
deposits to shift away from commercial banks, threatening their
stability during economic stress, as noted in (M'bakob & Tchounga,
2024)[6].

Central banks must align CBDC policies with current monetary laws
and banking rules. (Foster et al., 2021, pp. 21-24)[19] highlights the
urgent need for harmonized regulations domestically and
internationally. Clear standards will benefit both central banks and
private entities that may issue or manage CBDCs.

Data privacy and cybersecurity also demand attention. (Marthinsen
& Gordon, 2024)[13] stresses that stringent protocols are necessary
to protect consumer data while balancing privacy with transparency
needs.

Anti-money laundering (AML) and combating the financing of
terrorism (CFT) regulations add further complexity. Policymakers
must ensure CBDCs do not facilitate illicit activities, while
promoting financial inclusion, as discussed in sections 6.1 and 6.2.
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Overall, regulations must combine financial oversight, competition
rules, and consumer protections, using a risk-based framework to
balance systemic risks and innovation, as suggested in (Foster et al.,
2021, pp. 21-24)[19].

8. Recommendations for Policy Makers

8.1. Guidelines for designing effective CBDC frameworks

Central Bank Digital Currency (CBDC) frameworks must align with
existing financial systems to avoid risks like deposit
disintermediation and improve monetary policy transmission. They
should serve as reliable digital payment tools without weakening
banks. Setting flexible interest rates on CBDCs can encourage strong
financial intermediation and motivate banks to offer competitive
deposit rates, as outlined in (Heitmann et al., 2025)[11]. This balance
helps maintain CBDC appeal while supporting financial stability.
Legal and regulatory frameworks must promote monetary stability,
competition, and financial inclusion, according to (Chen et al., 2022,
pp. 96-100)[9]. Engaging diverse stakeholders fosters transparency
and trust. Universal accessibility is vital: CBDCs should reach
populations without internet or bank accounts, as noted in section
6.1, advancing financial inclusion.

To manage risks, policymakers might limit CBDC withdrawals or
holdings to prevent sudden losses in bank deposits during stress
((Lukonga, 2023)[7]). A two-tiered distribution model, where private
entities handle user interactions and central banks focus on monetary
policy, protects banks’ roles and encourages innovation ((llI.
CBDCs: an opportunity for the monetary system, 2021)[20]).

Finally, continuous evaluation of CBDC impacts on monetary policy
Is necessary. Policymakers should monitor how digital currencies
interact with traditional tools and adapt accordingly, as discussed in
section 5.1, ensuring frameworks remain effective in a changing
economy.

8.2. Strategies for mitigating risks associated with CBDCs
Policymakers must adopt a comprehensive strategy to manage
risks linked to Central Bank Digital Currencies (CBDCs). Setting
withdrawal limits on CBDC accounts, as advised in (Ahnert et al.,
2023, pp. 1-5)[21], helps prevent sudden, large-scale bank runs,
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especially protecting smaller banks from rapid deposit outflows.
Strengthening central bank liquidity support is equally important.
(Kunaratskul et al., 2024)[8] highlights the need for emergency
liquidity tools, like standing facilities and intraday liquidity, to
stabilize banks during swift shifts from traditional deposits to CBDC
balances.

Regulatory frameworks also matter. (Chen et al., 2022, pp. 186-
190)[9] suggests limits on CBDC holdings by individuals and non-
residents to avoid excessive concentration that could threaten
traditional banking. Authorities should ensure CBDCs serve
primarily as a payment method rather than a store of value.
Monitoring CBDC design features is crucial too. Programmable
money could allow real-time adjustments to transactions during
volatile times, protecting financial stability while maintaining
monetary control.

Public education plays a vital role. (Foster et al., 2021, pp. 11-
15)[19] emphasizes that understanding CBDCs encourages
responsible use and reduces panic-driven withdrawals. Finally,
international cooperation among central banks helps share lessons
and best practices. In sum, withdrawal limits, liquidity support,
regulation, thoughtful design, education, and global collaboration can
guide safer CBDC implementation.

9. Conclusion

9.1. Summary of key findings on CBDCs impact

Research on Central Bank Digital Currencies (CBDCs) and their
effects on monetary policy has uncovered several key observations.
To start, CBDCs can boost the effectiveness of monetary policy
transmission by improving liquidity management throughout the
financial system, as detailed in Section 4.1. By aligning deposit rates
more closely with central bank interest rates, CBDCs help traditional
policy tools respond faster to economic shifts.

CBDCs also play a role in advancing financial inclusion by making
banking more accessible to those without previous access. Section
4.2 highlights examples like Nigeria’s eNaira, which demonstrates how
digital currencies can open doors to formal banking and help build
credit records for people who were once excluded.

When it comes to inflation control, findings in Section 4.3 suggest that
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CBDCs enable central banks to adjust interest rates and liquidity levels
more swiftly to keep inflation in check. Yet, these benefits come with
challenges: one risk is disintermediation, where consumers pull funds
from commercial banks to hold CBDCs instead, potentially disrupting
traditional banking.

Furthermore, Section 5.1 points out that CBDCs could reshape banking
stability in emerging markets. While large banks may weather liquidity
pressures well thanks to diversified portfolios, smaller banks could face
serious difficulties during times of economic turmoil.

All told, CBDCs offer promising paths to strengthen monetary policy
and broaden financial access. At the same time, they bring complexities
around banking stability and regulatory oversight that demand careful
attention from policymakers crafting rollout strategies.

See references (Heitmann et al., 2025)[11], (Zhou, 2024)[12], (Le,
2025)[3], and (Kunaratskul et al., 2024)[8].

9.2. Final thoughts on future research directions regarding CBDCs
As Central Bank Digital Currencies (CBDCs) evolve, more research is
needed to understand their impact on monetary policy and financial
systems, especially in emerging markets. One key area is how CBDCs
affect monetary policy transmission across economic conditions. For
example, studying their interaction with traditional tools can reveal
strengths and weaknesses in stabilizing economies during crises, as
noted in section 5.1.

It is also important to examine how CBDC design influences banking
stability and liquidity. Section 7.1 highlights risks like deposit
disintermediation, which may impact smaller banks most during
downturns. Future research should develop ways to measure these risks
and suggest regulatory actions to reduce harm.

CBDCs could also improve financial inclusion. Section 6.1 shows that
well-designed CBDCs might remove barriers for the unbanked. Still,
real-world studies are needed to understand how digital currencies can
bring more people into formal banking.

Examining CBDCs’ macroeconomic effects, especially regarding
inflation, is another area of interest. Section 4.3 indicates CBDCs can
enhance inflation management, but understanding this relationship will
help policymakers maintain price stability.

Comparing countries’ regulatory approaches to CBDCs offers valuable
lessons for shaping effective policies.
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See references (Le, 2025)[3], (Zhou, 2024)[12], and (Das et al., 2023,
pp. 26-30)[5].
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Abstract

This research aims to identify the pivotal role that the interest rate
variable will play as an mediator or moderator variable in the
relationship between monetary policy and banking sector
capitalization. It serves as an intermediate pathway for
transmitting the impact of monetary policy to the market value of
the banking sector in the Iragi Stock Exchange. It affects the cost
of financing and profit margins, which in turn impacts banks'
ability to strengthen their capital. When the Central Bank changes
the interest rate, the volume of lending and deposits is affected,
and thus bank capitalization levels change. The interest rate also
interacts with the same relationship, which reinforces the
importance of its use within interactive standard models to analyze
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the dynamic relationship between monetary policy and banking
sector capitalization. Data issued and published by the Central
Bank of Irag and the Irag Stock Exchange were used for a sample
selected through the deliberate or intentional sampling method for
the period extending from January 2015 to December 2024, a total
of 120 observation months. This sample was specifically designed
for the measures used in this research, namely money supply,
interest rates, and banking sector capitalization. The data were
then described and tested using the program Statistical (STATA),
the study reached the most important conclusion, which is that the
interest rate has a greater mediating role than an moderator role in
the relationship between the money supply and the capitalization
of the banking sector.

Keywords:

interest rates,money supply,banking sector capitalization,lraq
Stock Exchange

The introduction

The interest rate plays a pivotal role as an mediator and modiator
channel in the relationship between monetary policy, represented
by the money supply, and banking sector capitalization. The
interest rate transmits monetary policy changes, such as
adjustments in the official interest rate, to banks' cost of funding,
asset and liability structure, and net interest margins, and
subsequently to their ability to generate retained earnings used to
strengthen capital and bank capitalization. In contrast, the interest
rate acts as an interactive variable because its impact on
capitalization depends on the characteristics of banks (initial
capitalization level, bank liquidity) and the market context
(inflation level, yield curve, bank liquidity conditions). This makes
the relationship nonlinear and time-varying, requiring the use of
dynamic models to accurately measure it.

The interest rate, as an intermediate channel, affects bank interest
margins by adjusting lending and deposit rates. This effect is
directly reflected in net interest income, which is the main source
of bank profits in many financial systems. Therefore, any long-
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term erosion in the interest rate or the level of a horizontal yield
curve reduces banks' ability to accumulate retained earnings for
capitalization or increases their reliance on external financing or
capital markets to compensate for the capital gap (Borio et al.,
2015:28) and (Adrian & Shin, 2010:6). As for the effect of interest
rates as an interactive variable, banks' responses to interest rate
changes vary according to their internal structure. Highly
capitalized banks may reduce lending when policy tightens as a
means of protecting solvency, while weakly capitalized banks may
be forced to increase risk-taking to compensate for declining
profits. This leads to different capitalization paths across the sector
and increases heterogeneity in the overall impact of monetary
policy (Kashyap & Stein, 2000:21) and (Denis & Serrano-Velarde,
2012:4)

Moreover, the interaction of interest rates with high inflation
levels or exchange rate volatility leads to irregular effects. Interest
rate hike shocks may contract credit more strongly or more slowly
than interest rate cut shocks. The short-term effects differ from the
long-term effects, and vary depending on the direction of the
shock and the banks' competitive position in the business cycle. At
the level of capitalization itself, interest rates affect loan loss
provisions through asset quality channels. In tight monetary
environments, this increases the debt service burden for borrowers,
increasing non-performing loans and depleting bank profits
through higher provisions, putting pressure on vertical
capitalization ratios. Meanwhile, in periods of moderate interest
rate increases, interest margins may improve and the flow of
profits, which supports capitalization, may increase (Peek &
Rosengren, 2000: 72) and (Borio et al., 2015: 152). In terms of the
regulatory design and policy of banks, the scope and methods of
interest rate management, such as the use of money market
instruments and intervention in the yield curve, affect how these
changes are transmitted to the banking sector. Capitalization and
banking supervision rules, such as risk-weighted capital
requirements, interact with interest rate changes, modifying the
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dynamics of capital building. Stronger capital may mitigate the
increased risk-taking behavior of weak banks when returns
decline, but it may also constrain banks' ability to absorb shocks if
they lead to a decline in lending at certain stages. (Bernanke &
Gertler,1995:32) and (Berger et al., 2008:19). The interest rate
plays a pivotal role as an mediator and modiator channel in the
relationship between monetary policy, represented by the money
supply, and banking sector capitalization. The interest rate
transmits monetary policy changes, such as adjustments in the
official interest rate, to banks' cost of funding, asset and liability
structure, and net interest margins, and subsequently to their
ability to generate retained earnings used to strengthen capital and
bank capitalization. In contrast, the interest rate acts as an
interactive variable because its impact on capitalization depends
on the characteristics of banks (initial capitalization level, bank
liquidity) and the market context (inflation level, yield curve, bank
liquidity conditions). This makes the relationship nonlinear and
time-varying, requiring the use of dynamic models to accurately
measure it.

The interest rate, as an intermediate channel, affects bank interest
margins by adjusting lending and deposit rates. This effect is
directly reflected in net interest income, which is the main source
of bank profits in many financial systems. Therefore, any long-
term erosion in the interest rate or the level of a horizontal yield
curve reduces banks' ability to accumulate retained earnings for
capitalization or increases their reliance on external financing or
capital markets to compensate for the capital gap (Borio et al.,
2015:28) and (Adrian & Shin, 2010:6). As for the effect of interest
rates as an interactive variable, banks' responses to interest rate
changes vary according to their internal structure. Highly
capitalized banks may reduce lending when policy tightens as a
means of protecting solvency, while weakly capitalized banks may
be forced to increase risk-taking to compensate for declining
profits. This leads to different capitalization paths across the sector
and increases heterogeneity in the overall impact of monetary
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policy (Kashyap & Stein, 2000:21) and (Denis & Serrano-Velarde,
2012:4)

Moreover, the interaction of interest rates with high inflation
levels or exchange rate volatility leads to irregular effects. Interest
rate hike shocks may contract credit more strongly or more slowly
than interest rate cut shocks. The short-term effects differ from the
long-term effects, and vary depending on the direction of the
shock and the banks' competitive position in the business cycle. At
the level of capitalization itself, interest rates affect loan loss
provisions through asset quality channels. In tight monetary
environments, this increases the debt service burden for borrowers,
increasing non-performing loans and depleting bank profits
through higher provisions, putting pressure on vertical
capitalization ratios. Meanwhile, in periods of moderate interest
rate increases, interest margins may improve and the flow of
profits, which supports capitalization, may increase (Peek &
Rosengren, 2000: 72) and (Borio et al., 2015: 152). In terms of the
regulatory design and policy of banks, the scope and methods of
interest rate management, such as the use of money market
instruments and intervention in the yield curve, affect how these
changes are transmitted to the banking sector. Capitalization and
banking supervision rules, such as risk-weighted capital
requirements, interact with interest rate changes, modifying the
dynamics of capital building. Stronger capital may mitigate the
increased risk-taking behavior of weak banks when returns
decline, but it may also constrain banks' ability to absorb shocks if
they lead to a decline in lending at certain stages. (Bernanke &
Gertler,1995:32) and (Berger et al., 2008:19).

1. Theoretical Review

1.1 Monetary Policy And Money Supply

Monetary policy is one of the most important macroeconomic
policy tools used by countries to achieve economic stability and
sustainable growth. It is a set of measures and procedures taken by
the central bank to influence the size of the money supply and the
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cost of credit in the economy, with the aim of achieving specific
economic goals such as controlling inflation, achieving full
employment, and stabilizing economic growth (Mishkin, 2019:
485). The concept of monetary policy is closely linked to the
concept of money supply, which is defined as the total stock of
liquid assets available in the economy at a given time. It is
measured at different levels according to the degree of liquidity,
such as M1, which includes currency in circulation in addition to
demand deposits, and M2, which includes M1 in addition to
savings deposits and small certificates of deposit (Mankiw, 2022:
654). The objectives of monetary policy vary, including price
stability, which is the primary goal of modern central banks, as
most of them target an inflation rate of around 2% annually as the
ideal rate that achieves a balance between growth and stability, in
addition to achieving full employment without creating
inflationary pressures, which is linked to the concept of the natural
unemployment rate (Blanchard & Johnson, Monetary policy also
seeks to reduce cyclical fluctuations in economic activity and
ensure the stability of financial markets, with central banks
playing the role of "lender of last resort™ to prevent systemic crises
(Cecchetti & Schoenholtz, 2021:267). Monetary policy is
classified into two main types: expansionary policy, which is used
to stimulate economic activity by increasing the money supply and
lowering interest rates to encourage investment and consumption,
and contractionary policy, which aims to reduce inflationary
pressures by reducing the money supply and raising interest rates
to limit aggregate spending (Hubbard et al., 2020: 598). To
implement these policies, central banks have a range of
conventional and unconventional tools. Open market operations
are the most flexible and widely used tool, where the central bank
buys or sells government securities to influence bank reserves and,
consequently, the money supply (Mishkin, 2019: 501-503). The
discount rate is the interest rate charged by the central bank on
short-term loans to commercial banks. Changing this rate affects
the cost of borrowing across the entire economy (Cecchetti &
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Schoenholtz, 2021: 423). There is also the forward-looking tool,
where the central bank announces its future intentions regarding
monetary policy to influence market expectations. In addition,
negative interest rates are applied to bank reserves to encourage
banks to lend instead. From hoarding (Cecchetti & Schoenholtz,
2021:445). The implementation of monetary policy is directly
linked to the process of money creation in the banking system
through the money multiplier, which explains how the banking
system can create more money than the initial monetary base
through repeated lending operations (Mishkin, 2019:375).

The effectiveness of monetary policy is determined by multiple
transmission mechanisms that link central bank decisions to real
economic activity. The interest rate channel operates through the
impact of changes in interest rates on investment and consumption
decisions. Lower interest rates reduce the cost of borrowing and
stimulate capital investment and consumer spending on durable
goods (Mishkin, 2019:625). In open economies, the exchange rate
channel operates. Monetary policy affects the exchange rate of the
local currency, which in turn affects exports, imports, and the
trade balance (Blanchard & Johnson, 2021:418). Monetary policy
also affects the availability of loans through the credit channel by
impacting banks' balance sheets and their ability to lend,
especially to small borrowers and medium-sized enterprises
(Cecchetti & Schoenholtz, 2021:467). Asset prices through the
impact of monetary policy on stock and real estate prices affect
household wealth and consumption through the “wealth effect,”
while the expectations channel through monetary policy signals
affects economic agents’ expectations about future inflation and
growth (Hubbard et al., 2020:612-614). (Mankiw, 2022:788-790)
Modern monetary policy is based on several advanced economic
theories, most notably the quantity theory of money, which
assumes a direct relationship between the money supply and the
price level, expressed by Fisher's equation of exchange: MV = PY,
where M is the money supply, V is the velocity of money, P is the
price level, and Y is real output (Mishkin, 2019:650). Friedman
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and other monetarists developed this theory, emphasizing the
importance of controlling the growth rate of the money supply to
achieve stability, considering inflation "always and everywhere an
unavoidable monetary phenomenon” (Blanchard & Johnson,
2021:315). John Taylor also proposed a rule for determining the
appropriate interest rate based on the inflation gap and the output
gap, and this rule has become an important reference framework
for central banks (Cecchetti & Schoenholtz, 2021:438). The
inflation targeting framework has become the dominant approach
to monetary policy since the 1990s, with central banks announcing
a specific inflation target and using all available tools to achieve it,
which enhances Credibility and transparency (Mishkin, 2019:521-
525).

1.2 Interest Rate

In modern economic literature, the interest rate is viewed as a
central tool of monetary policy, influencing consumption
behavior, investment, and resource allocation over time.
According to Woodford, the interest rate not only serves as an
operational tool for the central bank but also serves as a means of
communication to shape the expectations of economic actors, with
future signals leading to adjustments in spending and saving
decisions even before the policy is actually implemented. This
shift toward "future guidance" is one of the most significant
developments in monetary thought in the twenty-first century
(Woodford, 2003:63).

The interest rate is the opportunity cost of holding money rather
than interest-bearing assets. It is the rate that balances individuals'
desire for current versus future consumption (Mankiw, 2022:572).
In economic terms, the interest rate represents the reward for
deferring consumption and compensation for the risks associated
with lending. It also reflects the marginal productivity of capital in
an economy (Blanchard & Johnson, 2021:278). The nominal
interest rate differs from the real interest rate. The nominal interest
rate is defined as the rate stated and agreed upon in financial
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contracts, while the real interest rate is calculated by subtracting
the expected inflation rate from the nominal interest rate. This
distinction is crucial because real economic decisions depend on
the real interest rate, not the nominal one. Borrowers and lenders
are concerned with the true purchasing power of money, not just
its nominal value (Cecchetti & Schoenholtz, 2021:128).

On the other hand, a study (Borio et al., 2015:12) indicates that
prolonged low interest rate environments weaken banks' ability to
generate profits from interest margins, limiting their ability to
build additional capital and negatively impacting financial
stability, especially in light of declining demand for credit. This
highlights the importance of understanding the relationship
between interest rates and banking sector profitability, particularly
in contexts of monetary easing. From a financial contract design
perspective, (Roberts & Schwert, 2020:18) demonstrate that low
interest rates prompt financial institutions to restructure lending
contracts using tools such as interest floors to protect returns from
erosion. This essentially reflects the interaction between monetary
policy and financial market behavior. Roberts also presents
Fisher's view that the real interest rate is calculated by subtracting
the expected inflation rate from the nominal rate, which
determines the real return on invested capital. This concept is
essential for understanding the relationship between monetary
policy and inflation, as ignoring inflation leads to an incorrect
assessment of returns. In Keynesian theory, The interest rate is
determined by the balance between liquidity preference and
money supply, not solely by the interaction between saving and
investment. It is viewed as a monetary phenomenon that reflects
individuals' behavior in holding cash versus investing, especially
in periods of uncertainty.

In the macro context, Gagnon et al.'s (2011:5) study demonstrates
that quantitative easing, despite its clear impact on the yield curve
and increased liquidity buffers, does not always translate into an
expansion of credit or a rise in the components of the money
supply unless accompanied by an improvement in real demand for
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financing. This reflects the limited impact of the interest rate alone
in recessionary or uncertain environments and emphasizes the
need for complementary tools. The interest rate also represents the
cost of capital and influences investment decisions, savings, and
the behavior of financial institutions. In modern monetary
literature, the interest rate is viewed as a dynamic variable that
interacts with inflation expectations, liquidity, and systemic risk.
Abel's (2020:4) study indicates that the separation between realist
and monetary analysis of the interest rate has led to a divergence
in understanding its true role, as he argues that reliance on the
nominal rate in monetary policy analysis More realistic than
focusing on the real rate, especially in volatile inflationary
environments, it suggests that individuals and institutions make
their decisions based on nominal rather than real interest rates.
Tymoigne (2006:12) also explained that the traditional theory
linking interest rates to the balance between savings and
investment ignores the institutional nature of the modern monetary
system, where central banks play a direct role in determining
interest rates through open market instruments, regardless of
classical market equilibria. The experience of the Hungarian
Central Bank after the global financial crisis, as cited in Abel
(2020:9), exemplifies how a central bank can use unconventional
tools such as foreign exchange swaps to maintain easy monetary
conditions without changing the official interest rate, reflecting the
flexibility of this variable in practical application. Accordingly, the
interest rate is not merely a financial indicator; it represents a
multifunctional tool in which expectations, liquidity, and risks
intersect, requiring institutional and time-based analysis to
understand its impact in different economic contexts.

1.3 Financial Market Capitalization

Financial market capitalization is a fundamental concept in
financial analysis and the evaluation of companies and markets. It
represents a vital indicator of the size, depth, and development of
financial markets in any economy. Market capitalization refers to

10
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the total market value of a company's shares listed on a stock
exchange, calculated by multiplying the number of outstanding
shares by the market price of each share (Mishkin, 2019: 32). At
the market level as a whole, market capitalization represents the
sum of the market values of all listed companies and is used as a
measure of the size of the financial market and its relative
importance in the economy (Bodie, et al., 2021: 45). Market
capitalization is of particular importance because it reflects
investors' collective assessment of a company's value and future
performance prospects. It is also used in company classification,
financial indices, and asset allocation decisions (Cecchetti &
Schoenholtz, 2021: 76). Market capitalization is influenced by
multiple factors, including macroeconomic performance, corporate
profitability, interest rates, investor confidence, and regulatory
policies, making it a dynamic indicator that reflects the state of the
economy and financial markets (Hubbard et al., 2020: 210).
Advanced financial markets with large market capitalization
contribute to promoting economic growth through several
channels. First, they mobilize savings and direct them toward
productive investments more efficiently through market
mechanisms (Ross et al., 2019:308). They also provide an
alternative and flexible source of financing for companies,
alongside bank loans, which helps emerging and innovative
companies grow and expand (Bodie et al., 2021:42). They also
facilitate the distribution and management of risks through
investment diversification and securities trading (Mishkin,
2019:36). They also improve corporate governance through
market monitoring and hostile takeover mechanisms that put
pressure on management to improve performance (Cecchetti &
Schoenholtz, 2021:102). Finally, they provide pricing information
that reflects the collective market valuation of companies and
projects, which helps allocate resources efficiently (Brealey et al.,
2020:372). Most major stock indices are based on market
capitalization-weighted indexes, whereby larger companies are
given a greater weight in the index proportionate to their market

11
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size (Bodie et al., 2021:138). For example, the Standard & Poor's
500 Index consists of the 500 largest US companies weighted by
market capitalization, with the stock movements of large
companies such as Apple and Microsoft having a greater impact
on the index than smaller ones (Ross et al., 2019:315). This
approach reflects the fact that larger companies represent a larger
portion of the total market value and should therefore have a
greater impact on measuring market performance (Brealey et al.,
2020:378). There are also equal-weighted indices, where all
companies are given the same weight regardless of their size, and
price-weighted indices such as the Dow Jones Industrial Average,
but market capitalization-weighted indexing remains the most
common and widely used (Mishkin, 2019:40).

Research Methodology

3.1 Economic and financial analysis of research measures

This section presents the results of the financial analysis of the
variables measures, during the research period extending from
January 2015 to December 2024, starting with the money supply
as an independent variable, then the interest rate as an intermediate
or interactive variable in this research, arriving at an analysis of
the banking sector capitalization in the Iragi Stock Exchange as a
dependent variable, which was represented by the market value
measure.

3.1.1 Money Supply

Table (1) displays the monthly money supply for the period from
2015 to 2024, with the highest value of money supply within the
time series (181,092) million in July 2024. The increase in this
period is attributed to the increase in demand for money, which is
due to the significant increase in government spending on public
projects. In contrast, the lowest value of money supply (84,418)
million was in December 2016.

Table (1) also displays the averages of money supply over the
years, which showed an upward trend. The highest average was in
2024, which amounted to (176,962) million, with a standard

12
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3.1.2 Interest Rate:

Table (2) shows the monthly interest rates for the period from
2015 to 2024. The highest interest rate value within the time series
(0.066) was recorded in July 2015, and its increase in this period is
attributed to the Central Bank of Iraq's attempt to control the
economy. Conversely, the lowest interest rate value (0.036) was
recorded in July, September, and December 2024. Table (1) also
shows the interest rate averages over the years, which showed a
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downward trend towards 2024. The highest average was in 2015,

reaching (0.06), with a standard deviation of (0.002). The lowest
average was (0.04) for 2024, with a standard deviation of (0.003).

Table (2) Interest Rate
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3.1.3 Banking Sector Capitalization:

Table (3) displays the monthly banking sector capitalization for
the period from 2015 to 2024, which recorded the highest value of
sector capitalization within the time series (11,687,186) million in
December 2024, the increase in which was attributed to the
increase in the number of commercial banks registered within the
banking sector in the Iraqi Stock Exchange, as well as to the
Central Bank of Iraq imposing an increase in the banks’ capital to
reach 400 billion. In contrast, the lowest value of banking sector
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Table (3) Banking sector capitalization (million)
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highest average in 2024, which amounted to (9,953,966) million,

with a standard deviation of (926,943) million. As for the lowest
average, it amounted to (2,677,332) million for the year 2016, with

the annual level, which showed an upward trend, as it reached the
a standard deviation of (100,000). (781,120) million.

Table (1) displays the averages of banking sector capitalization at

capitalization was (284,315) million in July 2016. In addition,
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3.2 Chain stability tests and autocorrelation tests

Table (4) presents the results of the Dickey-Fuller time series

stability and autocorrelation test for the indicators. These results

indicate a strong correlation between successive values of the
same variable in the time series within the regression models. This
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suggests that the problem lies in the value of the random threshold,
which reveals a single random error that recurs in subsequent
observations, leading to misleading results. The stability test
results indicate that the data are stationary, meaning the series data
lacks a unit root and exhibits an Individual Intercept and Trend.
Furthermore, the results indicate that the data is free from
autocorrelation for all research indicators.
Table (4) Results of Time Series Stability & Autocorrelation

Tests
variable I_:)i(_:ke -Fuller Autocorrelation
t-Statistic P-value AC Q-Stat
Monetary -9.446789 0.0008 0.003 0.0014
Interest -12.05637 0.0000 0.087 1.2159
Capitalization | -7.946751 0.0000 -0.031 0.1514

3.3 Testing the impact hypotheses of the mediating and
moderate role of interest rates

The research idea was built around testing the nature of the role of
the interest rate in the relationship between monetary policy and
the capitalization of the banking sector, and trying to know the
type of relationship with respect to the interest rate, whether it is a
mediator, interactive, or both, in addition to knowing the amount
of interest rate contribution to that relationship and which is better.
On this basis, the hypotheses of the mediating and interactive role
will be tested according to the structural equation modeling
method, as the first three hypotheses are considered a prelude to
testing the fourth hypothesis represented by the mediating role and
the fifth represented by the interactive role, according to what
follows in detail from the test results between the research
variables.

The first main hypothesis: The first hypothesis stipulated the
existence of a significant relationship between the money supply
index and the interest rate, the results of which are presented in
Table (4), which resulted in the significance of the money supply
index (0.27, P=0.0001=p) in the interest rate and the explanatory
power of the overall model, which is represented by the coefficient
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of determination, which reached (R2= 0.608) with complete
significance (P=0.000), meaning that (60.8%) of the variance of
the interest rate index is explained by the money supply index.

The second main hypothesis: The second hypothesis stipulated the
existence of a significant relationship between the money supply
index and the banking sector capitalization, the results of which
are presented in Table (), which resulted in the significance of the
money supply index (52.6, P=0.000=p) in the banking sector
capitalization, with an explanatory power of (R2= 0.765) with
complete significance (P=0.000), meaning that (76.5%) of the
variance of the banking sector capitalization index is due to the
variance of the money supply index.

The third main hypothesis: The third hypothesis was designed to
test the significant relationship between the interest rate index as
the first independent variable and the banking sector capitalization
index, with the money supply index as the second independent
variable. The test results are presented in Table (°), which
revealed a significant effect of the interest rate index as the first
independent variable (-1.14, P = 0.000 = ) and the money supply
index (38.14, P = 0.000 = B) as the second independent variable on
the banking sector capitalization, with an explanatory power of
(R2 = 0.802) with complete significance (P = 0.000), meaning that
(80.2%) of the variance of the banking sector capitalization index
is due to the variance of the interest rate index and the money
supply index.

Fourth Main Hypothesis: The fourth hypothesis focused on testing
the mediating role of the interest rate in the relationship between
money supply and banking sector capitalization. The results are
presented in Table (4), which indicated the presence of a partial
mediation of the interest rate after proving the significance of the
direct relationship (the second hypothesis) (-.309, P = 0.000 = B)
with an explanatory power of (R2 = 0.827) with full significance
(P = 0.000), meaning that (82.7%) of the variance of the banking
sector capitalization index is due to the variance of the interest rate
index as an intervening variable.

20



YOO Gualdll (g siaad) (N gall oalad) jaiisall gills - ISSN 2709-2852 — dsseabaall g dsllall o lal) dlaa

Fifth Main Hypothesis: The fourth hypothesis was concerned with
testing the interactive role of interest rates in the relationship
between money supply and banking sector capitalization, the results
of which are presented in Table (4), which indicated the presence of
an interaction of interest rates (-6.68, P = 0.041 = ) in that
relationship, with an explanatory power of (R2 = 0.809) with
complete significance (P = 0.000), meaning (80.9%).

Table (5) Hypothesis Test Results

Statistical details

w| Model parameters
Test statistics
Significance level
Coefficient of
determination
Test statistics
Significance level

Test models

=
&

Monetary = Interest

Monetary = Capitalization

Monetary = Capitalization
Interest = Capitalization

R?A

Monetary = Interest

Interest = Capitalization

Monetary = Capitalization

(Mediating role)

Monetary > Capitalization

Interest = Capitalization

Monetary*Interest>
Capitalization

RZA
Interpretation of the results Although these results are significant
for the mediating role and the modiating role, the significance of

(Moderating role)
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the mediating role of the interest rate between the explanatory
variable, the quantity of money, and the response variable, the
capitalization of the banking sector, is more important than its
interactive role. This is confirmed by the value of the changes that
occurred in the coefficient of determination during the first three
stages of the tests, which witnessed an increase in its value
according to what is shown in Table (4) above.

4. Conclusions:

The results indicated the significant effect of the money supply
index on the interest rate index, which was a strong, positive, and
proportional relationship based on the coefficient of determination
value. This means that variations in the money supply lead to a
corresponding variation in interest rates. The results also
demonstrated the significant effect of the money supply on
banking sector capitalization, in addition to the significant effect
of the coefficient of determination. Regarding the results regarding
the effect of the interest rate on banking sector capitalization,
which were also significant, the relationship was inversely
negative. Regarding the modiating and mediating roles of the
interest rate, the results confirmed that the interest rate plays a
better mediating role than the modiating role. This was confirmed
by the value of the coefficient of determination, which rose higher
in the mediating role than in the modiating role.
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Abstract
The research aims to know the impact of oil revenue volatility on
the general index of stock prices of the Iraqi Stock Exchange for
the period (2005-2023), through analyzing oil revenues, and
analyzing the general index of stock prices in the Iraqi Stock
Exchange. To achieve the research objective, the standard
descriptive approach was used to measure the impact of oil
revenues on the performance of the general index of the Iraqi
Stock Exchange using the program (EVIEWS 13) . The research
concluded that sudden fluctuations in the volume of oil revenues
have an effective role in the performance of the Iraqi Stock
Exchange, and this is what the results of the standard analysis
showed, as it showed the existence of a significant relationship
with a negative impact of point revenues on the general market
index, which created an inverse relationship between oil revenues
and the market index, and in a weak way. The research concluded
that there must be a real will to change the situation of the Iraqi
economy to achieve balance and greatly reduce dependence on the
oil resource by enacting laws and regulations that would achieve a
legal guarantee for local and international investors to protect their
capital, and reconsider supporting other sectors to reduce the
effects resulting from fluctuations in oil revenues, which creates a
state of confidence towards the Iraqi Stock Exchange and attracts
investments to it.
Keywords: Oil revenues, Market value , General Stock Price
Index
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Dependent Variable: MV
Method: Least Squares

Sample: 2005Q1 2023Q4
Included observations: 76

Variable Coefficient Std. Error t-Statistic Prob.
OIR -2.577294 0.963708 -2.674351 | 0.0466
C 373.2186 34.53149 10.80806 0.0003
R-squared 0.888133 Mean dependent var 334.3533
Adjusted R- 0.875810 S.D. dependent var 284.0606
squared
S.E. of 273.0811 Akaike info criterion 14.08338
regression
Sum  squared 5518422. Schwarz criterion 14.14471
resid
Log likelihood -533.1684 Hannan-Quinn criter. 14.10789
F-statistic 7.152152 Durbin-Watson stat 2.056833
Prob (F- 0+.009210
statistic)
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g
Sample (adjusted): 2005Q4 2023Q4
Included observations: 73 after adjustments
Trend assumption: Linear deterministic trend
Series: GMI OIR
Lags interval (in first differences): 1 to 2
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(S) Eigenvalue Statistic Critical Value Prob.**
None * 0.247516 21.16104 15.49471 0.0063
At most 1 0.005487 0.401645 3.841465 0.5262

Trace test indicates 1 cointegrating egn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
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Hypothesized Max-Eigen 0.05

No. of CE(S) Eigenvalue Statistic Critical Value Prob.**
None * 0.247516 20.75939 14.26460 0.0041
At most 1 0.005487 0.401645 3.841465 0.5262

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Abstract
The study addresses the topic of fiscal rules, a topic that has received
widespread attention in both developed and developing countries. It
serves as a key indicator of the interconnectedness between
economic  policies, including fiscal policy, and overall
macroeconomic performance. Furthermore, it focuses on the
measures taken by governments to reduce reliance on depleting
resources or foreign aid, and to diversify sources of income and give
greater importance to domestic resources in order to reduce the
general budget deficit and manage it optimally. The study concludes
that ensuring the proper application of fiscal rules in their general
sense, including the budget rule, ensures that the state will be able to
continue its spending and revenue policies in the long term without
reducing its financial solvency, particularly the risk of bankruptcy or
failure to meet future financial obligations.

Keywords: Fiscal rules, budget rule, fiscal balance, Iraq.
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Abstract
This study aims to analyze the ripple effect of the ASYCUDA
system in fortifying the tax base, with a focus on the strategic role
of auditors in enhancing system efficiency and ensuring accuracy
within tax administration environments. The study was applied in
the Hashemite Kingdom of Jordan, with reference to the lIraqi
experience, in order to benefit from a comparative analysis
between the two countries regarding system implementation and
its impact on tax performance.
The study relied on actual statistical data and official financial
reports issued by the Jordan Customs Department, the Income and
Sales Tax Department, and the Ministry of Finance for the period
2018-2024, in addition to comparable data from Iraqgi financial

authorities. These data were analyzed using quantitative and
descriptive analysis methods to measure the impact of ASYCUDA
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implementation on indicators such as tax collection efficiency,
customs compliance, and the reduction of tax evasion gaps.

The results revealed that the implementation of the ASYCUDA
system has significantly contributed to increasing tax and customs
revenues and enhancing tax administration efficiency through
process automation and database integration. Furthermore, the
strategic role of auditors was evident in analyzing tax data,
detecting discrepancies, and promoting transparency in financial
reporting.

The study concludes that employing ASYCUDA as an analytical
and supervisory tool supports financial reform efforts and
contributes to expanding the tax base. It recommends developing
data systems and training auditors in advanced statistical analysis,
as well as leveraging Jordan’s experience to strengthen the
regulatory framework in Iraqg.

Keywords: ASYCUDA system, strategic role of auditors,
fortifying the tax base, Jordan, Iraq.
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Abstract

Both fiscal and monetary policies play vital roles in the
management of the economy, and both have direct and indirect
effects on the banking system . Fiscal policy includes government
decisions about revenues and expenditures, and it also affects the
liquidity of banks, the demand for loans and the supply of cash .
As for monetary policy, it is determined by the central bank and
helps to strengthen the financing of banks by lowering interest
rates, which makes financing cheaper, which directly affects the
ability of banks to borrow and finance banks ' capital reserves,
granting loans and increasing the supply of cash .
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Thus, it can be said that fiscal and monetary policies have
profound effects on the banking system, as they shape the
management of the economy and guide economic growth at both
the national and personal levels.

The research is based on the hypothesis that the nature of the
complementary relationship between the banking system ,the
Central Bank of Irag and the government by holding regular
meetings , and the issue of independence of the central bank is one
of the most controversial issues with the specificity of independent
decision-making regarding its monetary policy, which must be
consistent and work in coordination with the general economic
policy of the state, and the ability of the central bank to influence
banking and economic activity increases the more banks are
subject to the central bank, whether by the text of the law prepared
by the first official in the state or by being the last resort for
lending .

The research reached a set of conclusions, the most important of
which was that the policies of expansion and contraction in
monetary and fiscal policy affect the liquidity of banks, as
deflation reduces the activity of banks . The research also came up
with a set of recommendations, the most important of which was:
analyzing the impact of financial and monetary variables on the
liquidity of banks in Irag to learn more about whether there is a
difference in the effects of these variables on banks.

Keywords:

banking system , fiscal policy monetary policy .
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Abstract
The research aims to clarify the role fiscal policies can play in
achieving integration within the Iragqi banking system and
enhancing economic stability. It also aims to analyze the
relationship between fiscal policy tools and banking sector
performance, to determine the extent to which public spending,
taxes, and government revenues impact banking activity and their
ability to finance projects and support development. Among the
most important findings: Iraqi fiscal policy is characterized by a
lack of stability and strategic vision. Its almost complete
dependence on oil revenues causes it to constantly fluctuate
between exceptional financial surpluses and chronic deficits,
depriving it of any ability to perform its stabilizing or stimulating
role in the economy. There is also a clear interactive relationship
between fiscal policy performance and the efficiency of the
banking system. Bank profitability indicators (return on assets and
equity) declined significantly during years of financial crises and
improved relatively only during years of surpluses. This confirms
that public finance stability is a prerequisite for the effectiveness
and strength of the banking system. Among the most important
recommendations: diversifying sources of public revenue by
activating non-oil taxes and improving collection management,
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while strongly encouraging investment in non-oil sectors to reduce
rent dependence and achieve lasting financial stability.
Keywords:

Financial policies - Banking system integration - Iraq - Economic
stability.
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Abstract

This research provides a comprehensive analysis of financial
soundness indicators in the Iragi banking sector during for the
period (2018-2023), focusing on four key metrics: capital
adequacy, asset quality, profitability, and liquidity. The results
showed significant improvement in capital adequacy ratios that
exceeded both international and local standards, despite some
annual fluctuations. The ratio of non-performing loans also
decreased from 4% to 2.1%, reflecting enhanced asset quality.
Private banks outperformed government banks in most indicators,
with return on assets increasing from 0.53% to 1.30%. The
banking sector maintained healthy liquidity ratios of 47% in 2023,
demonstrating effective precautionary policies. The study
highlights the importance of these indicators in strengthening
financial system stability and preventing crises. The research
recommends enhancing supervision of government banks,
improving risk management practices, and aligning with
international standards. It also emphasizes the need for greater
transparency and specialized mechanisms for managing non-
performing loans.
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Abstract

The study aimed to determine the impact of market capitalization,
as an indicator of the performance of the Iraq Stock Exchange, on
the Gross Domestic Product (GDP), representing economic growth
in the Iragi economy. A (ARDL) model was employed for the
period 2004-2024. The study concluded that market capitalization
is one of the key indicators reflecting the performance of banks in
the stock market, as its increase indicates sound banking
performance, reliable information, and efficient operational
activities, whereas its decline negatively affects the GDP.
Keywords:

Iraq Stock Exchange, Market capitalization, Economic growth,
GDP.
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Aad) Qilad) [EIEY Eaal) —¥

(Alaa) Aaall i) b Adgad) Lagil) 590 Gl aulsdl) cailall =3 ¥

Ao alae) a3 taddiad) 7 igmailly Glibad) dagdg cuadl) Gt =YY
U e, e yaxieS Aallal) 3lyul) 8eUS e Drane Adgud) daill e
e lae¥l s, al yuieS eolam®Y) sall e e i3S M) Aol
Blis PDLa (e Laple Jganll an ally (Yo YE-Y 00 )0l g ) sl
o 2 238l 3gail Al Ll L Alall (350U (3hadl (Bgass Alyald) Jastadsl
(ARDL)z 3ai aladin)

(The unit Root Tests) ¢Sl Saagll jia Glad) —¥.y. ¥

Aia)l) bl pailiad Hlidl 2l o oShl Gy ol Jidaily 2Ll e
Db SLaaNs Y o) Syie L)l Alulad) sl 1Y ashll daf e deadial)
Jdl) z3lai A padiin 3 (ADF) o) Hllsd S jlidl ok bl
bas) dudaall To¥) dlapall JAa (VAN Y01 Y a5aa) 850Sllg Bakaall duia)l)
o) gaall e clpsiall OsSs (530 ddjaal dpiaill dudlall S lnal 8
Jo¥) Gl dal aie o) Lal) (ggiaall aie dialll Judld) 99w dd e (g
tt Bangll Hia LS aal Cag L (YOX 1Y AV, (Gylunally srenall)lg]

Dickey — Fuller tests (ADF)_shall jls8 — S jlad) -
*Augmented

— oS Jlaa) A Cheall bl galal (1981)plall (& HLoal¥) laa yglat o
sde ) bl e 2SI yualie EDE e HLAAY) s adiey 3 vl e
Ll aaang Ll ziga aladnily, a3l dededl) g ag Alulil) il
G S LU st HLAAY) e Jolag 3 (8 27 V4, gally lagduall)
) il @il 8 e (pae dae HLEAY) Al aeial 3y e Bl
(279:2020, g shalually S168) S Taliy¥) iy S g daliial
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Phillips — Perron test(P.P)  Ogum ouslid JLidf-Y
e ) iy Ylad dasg (VAA)ale (g iy ol 2185 (e HLEAY) 138 ydiay
o Glaa e sohaly ggd jsangll Hia jlodl dlalea JBlgy (8 1A L))
granall) I LYY BT e palasll ol e Aibas¥) dasad & Gag 83l
OLaal Lalall CllaaY) el e SLEAY) 138 stiesg L (VOF 1Y 1Y, (glaally
e ml o (gpinn Y s, LelalS A (e 2Kl diadl) bl i
Bassll Hda lodl dlles gy A& S LU deag dallaas ashy dus (B 5l
Laphall 1&aal (NON-Parametric ) acalas ye 48k alads ol 3k e
2] dlbeal) o allaiy Gy el i) o) G LAldld) 8 ASelial)

AYt = a0+ alyt-1 + a2t + et vevennn..... ) *
o @) (HO:B=0)aalaall (¥ aaall dpmjp jlas) e LasV) 1aa gelaby ua
il @ Ll Baasll Jis (o (goiatg B e Cpaiall Al
Bt L) o a1y (Hi:B=i)

Al da¥) G M) aie gl L) il (Y)J gaad)

O — el LIS

With Constant With Constant & Without Constant &
Trend Trend
Variable t-Statisti Prob t-Statisti Prob t-Statisti Prob
D(MV) -3.2901 0.0199 -3.2487 0.0853 -3.2029 0.0018
D(GDP) -3.6275 0.008 -3.6394 0.035 -3.3312 0.0012
Jsball S S JLad)

D(MV) -1.7084 0.421 -1.5031 0.8154 -1.6227 0.0981
D(GDP) -2.3501 0.1606 -2.0727 0.5479 -2.0608 0.0387
Sl eyl il s de e aladeWh Saldl dlae) et jaiadll
-(Eviews10)

Dlgd— o Hlaal Cuvs sasgll 3l ol il 5l (Y) dsaall e
, Ogom owld ladly, (Augmented Dickey — Fuller) (ADF) ausal
(Ho: B = p2all dpnp jloaY (Eviews 10) Jlas¥) malindl aladinbg
(33n5 3> Lead ansn ) Bt s Lo il Aiall Alubdl ol s A1) 0)
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Cipelily , Byise Aiadll Alubd) b Jis Al (Hy: B # 0) dlad) A ) e
o) &l Ll Ja¥) Gl 38 die i) Lganes Canll Jae clyiall (of il
S NV 2 3gai) e Y i @iy (1) Al (e ALelSie ALl
(ARDL) &ihliall degal) duia)ll cilsaill
(ARDL) gigail (AgY) jpatil
il el o A0 ARDL z3sad oY) paiill il () Joaadl o
b YISy (Agaad) Aadll) Jeisall jrially (Saa¥) sl zlil)

dasll) ¢y 4Bl ARDL gz dgail (A ol il (¥) Jgaal)

(GDP) Alaa¥) Aaall gililly (MV)dd g

Variable Coefficient | Std. Error | t-Statistic Prob

GDP(-1) 1.383459 0.12676 10.91402 0.0000

GDP(-2) -0.26071 0.221596 -1.1765 0.2456

GDP(-3) -0.16092 0.146371 -1.09943 0.2774

GDP(-4) -0.24667 0.095905 -2.57199 0.0135

GDP(-5) 0.2325 0.056874 4.088003 0.0002

MV 1.34231 0.081191 16.53277 0.0000

MV(-1) -1.81276 0.22922 -7.90836 0.0000

MV (-2) 0.362009 0.33696 1.074339 0.2884

MV (-3) 0.254894 0.18638 1.367604 0.1782

C 634917.3 1306412 0.486001 0.6293

R-squared 0.998357 Mean dependent var 1.9008
squared Adjusted R 0.998028 S.D. dependent var 63254879
S.E. of regression 2808729 Akaike info criterion 32.69733
Sum squared resid 3.5514 Schwarz criterion 33.0623
Log likelihood -889.177 Hannan-Quinn criter. 32.83846
F-statistic 3038.124 Durbin-Watson stat 1.641414

Prob(F-statistic) 0.0000

Gl malipll laie e alaeVh Gialdl dae) ai jaadl
-(Eviews10)

O A8 w3y (ARDL) z3gadd (Y1 puadill il (¥) Joaad) o
Jalase ) oaing , Ciadl Jae (GDP) ) osially (MV) Jiisal) ysiiall
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O ) patindl) 73 gaill s 358 dans Laa (+.49) &l (R-squared) wasil
O (i 12ay,(19) dnwsy (GDP)plal) juasdd)l sy (MV)Jiiasal) aial)
(FerA Y E) sl (F) losl dad s LS Uadll s e J323 (%))
Ll sl Jalls jeadl) da¥) cilaee s 8 padisdl z3sall dugine )
-(0.99) &b xi (Adjusted R-squared) qasaall Jalzs

Aaa¥! Asal) il g( MV)AR gead) Aagil] ¢y A8l 3 gant) LR il
(GDP)

el G (iide JalSs agng)Jal) Alish 4l ABle a9 Adyea Jal e
ik lutia) &3y 436 (GDP AlaaY) Asdl) sl il yusially (MV) Jiissal
(F) ilas] 4ad o S] dugusndll (F) dfloas] e cuilS 13 (F) diiluas)
ol 13 Wl (Hy) ddiad) dmjil) g (Ho) pad) dasd (iadys Lisld ddgasl)
Ao ot Lild Adsaal) (F) dblias] dad e J8 dagunall (F) diilias) dad
z sl agaall Hladl mila (o (£) deaadls ¢ Alad) L cajdll by ig aaall

: (ARDL)
UJ\A;‘J\ L_A;AS\
Test Statistic Value K
F-statistic 8.944832 1
Critical Value Bounds
Significance I, Bound I, Bound
10% 4.04 478
5% 4.94 5.73
2.50% 5.77 6.68
1% 6.84 7.84
Sl malopll alaie e alaieVh Saldl dlae) ot jaaadll
-(Eviews10)

F-statistic &gl (F) dulas) dad oLzl jedi (£) Joand DA e
aall dad die (Ldsanll) dajal) (F) dbbas) oo ST 2 (8.944832) sl
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(Ho)pasd) dmsh (indy inr Laa (7-84) dxlllls (%)) AV (s5in 5 AV
oy cJtiwall jutially mlil) puaiall o Ajidie JalSs ABle 3529 22y path A
el JaY) dligh 4l ADIe  agag gais A (Hy)ddadl duaa il
Lo canll a0 DA Lagin it JulSs A8le 35mg ol il urially Jeisdl)
o lasl) e dleay puadll Ja¥ly daghall JaY) cilales s a3l
Uail) e dalnag ymeadll Ja¥ls Jashal) Ja¥) cilalas gilss

Sl i) G e JalS 3Bl aga9 (0 Shlly 290l L) ehal s
oY) Glaleag doshall JaY) cilabas pais o) ajli 43 Jiiad) 5 iallg
Flas¥) malipd) e slaeVl (ECM) Lhadll s oo & aleay yuail
el g (0) Jsaalls (Eviews10)

Uail) s’ daleay adl) Jal¥ly Jashall Ja¥) cilabaa il (o) Jgand)

Cointegrating Form

Variable Coefficient | Std. Error t-Statistic Prob
D(GDP(-1)) 0.435798 0.123007 3.542864 0.0009
D(GDP(-2)) 0.175091 0.12468 1.40432 0.1671
D(GDP(-3)) 0.014167 0.059214 0.239259 0.812
D(GDP(-4)) -0.2325 0.056874 -4.088 0.0002

D(MV) 1.34231 0.081191 16.53277 0.0000
D(MV (-1)) -0.36201 0.33696 -1.07434 0.2884
D(MV (-2)) -0.25489 0.18638 -1.3676 0.1782
CointEq(-1) -0.05234 0.012581 -4.1601 0.0001

Cointeq = GDP - (2.7982* MV + 12130861.6972)
Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob
MV 2.798194 0.342776 8.163342 0.0000
C 12130862 24688401 0.491359 0.6256
Sl malopll alade e alaieVh Saldl dla o) o a iy adll
-(Eviews10)

)::&JAS\ O aﬂ)l&.o el de 2939 ‘;\ ook (5) d‘gd;j\ & ﬁi&ﬂ\ C_‘atu Privl
aaie dalee 22SB iy of (Sa Lo 138 0ls (GDP) il uscially (MV) Jitiasal
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i) dedll ofs (— 4.+ 0¥ ¥ E)aislls Coin EqQ(-1) Wadl) ma s

ol Ja¥) G il Aoy e s llg (+20 v+ ) Ll Lialiadl) (Prob)

Dy a2k 130, Lilian] digians 40Ul 4 :cplaydl) a3 oas dashll Ja¥ly

a9 ) anill dae zagaill Chuatia n JaY) Aligh 455 ABe 3gag o

seily (MV) Jiaal i) G Jal¥) dlighy $ad duginay dassh A8k

.(GDP) gl

cAlaa¥) Aaall mililly A8 gl dadll ARDL g igai Baga JLadl

(ARCH) ¢nball (il cld jLad) il

oulat axe Aae e il ¥ Gandl dae z3saill o (1) Jsand) i (e oy

il L adinall (F) seloas) 4 (Y cduilaia oLaa¥) b o) o ool

prall mpd Jod San 1aag (Prob: .41 Y0) Jlaial (i 2ie (+.0))4)

relld G (1) Sdseally kel 2351 3 Jlsdiad) Tadd) o ol iy A
(k) Gaila) Ul agan cpls il sl @it (1) s

Heteroskedasticity Test: ARCH

F-statistic 0.011915 Prob. F(1,52) 0.9135

Obs*R-squared 0.01237 Prob. Chi-Square(1) 0.9114

Gl malipll laie e alaeVh Gialdl dae) ai jaadl
-(Eviews10)

(Breusch-Godfrey Serial Correlation LM) 5140 Jabs ¥ jLsal

O O Labiadll dadl) Y (3 Ll agag are (A (LM) selias) ciiay
Belaany Adlaa¥) dadll cazly 3 (%0) G ,S) cuilS (51S pyay (F) sl
aleg (+.0VE0) (518 wopal LlaiaY) dall cualy Las (Prob: 0.1329) (F)
LSy, 0l ol )V A s e kel 3ot sl AU anall dicap Jis
G (V) dsanll & maase
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(LM Bl Las) il (V) Jsand

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.876892 Prob. F(4,41) 0.1329
Obs*R-squared 8.512409 Prob. Chi-Square(3) 0.0745
(Suaxy) @u),d\ Al de e dldeYU dalldl alae) e 1l

.(Eviews10)

Gl gilly claliiufaal) doal) — ¢

Glalinay) -, ¢

Al (s Ja¥) Absk 435155 A0ke dllia o Laslee 1) Ay jdll Ll a3 )
DAl BLa e il Gilal) opgl) e sas laayl Al mililly 48 5
s gall (syinall

Ghs¥) (gms A Caladl) el e A @hbsall (e Ldgud) Lol o) a5 =Y
o il Laehaly Lgtleslans cajloadl v eldl e Jay aelin) oY Al
LMYl Aad) mll e Tha (et (31 aaliss) e

O] aae Jie aldll Lol dnall el e ils A8l dagll o) cun - Y
dadll (alaasl o b IS8 530 (60 51 il Sl (aladily Y
A gl

o Saa¥) Aadl il o 5l sl il Al A8sud) dadl) el o) ¢
ped o sy @y S5 dhaugially Saraall IS, acay Hlainl) ks Gk
Al Jgatl) G pabsis Agedl 33L5 DA (e ALl Ghs had) (Bgus
Sluagd) — Y. ¢

AAY) 8yg png dalaid¥) cileladll ola) o Ju 5858 4 el el alaie) —)
Apalai®y) g, all e Aol Aaidll 8 555 ) Jalsall Slie) da
cald) 8 Lalyl) dae LaiaY )y dabandls

Byoially Lpaall Lasgl i€l () (e Cand) 4 Ciladd) as Byg puia =Y
AW 3 Ghall Bgnd dgndl Al ana a3
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LD e oS ) ol dslud) lgal Ao (5S5al) dlid) Sylass 8yg o
AW 3 el (Bge Alalall Cajlaal) (sal Bgiad) Agand) e 5all
Al ) 8 L) e cpalally cilaledly so il glica panin —¢
53 agihaae dagi (Ao JBIY) Clasaly Guikalsall paadiy dua)sdl 8 da )
Ll pdally sgailly Comaalls Zualal) Zuadanil) cilehal) dsgadiy S|
salaal) 43

Cayaa)dalaid ) Lwnll e Laydiliy L0 (315 dgane ayay 2l .
(YY) 22ad) 400y LaaleaidY) cluhall Aaa (Y YY) (Ladsadl 2us)l)

b Lyilis Asand) Hhalae 53 Landilind dgena Ko iy il 3¢5, 2en) LY
o (b Aapdall ddhall Cijliaall (o dipal dpllas Giayddliaall 485l dag)
LIS, L salal) g Adaa (Y4 £) (YY) =Y v v 0)5amall L) (3hdUY G5l yall
(Y )22l () aladdl, elud¥) Eulg daals ALY g 551aY)

G pdoaill Jh (8 o) Boa el Jidat ae s Sladlae s ve a2 20l LY
Alley daslae il ddae (Y2 YY) L4WD) GhOU @hall G (B upal
(0)aaall (Y A) alsal

GhsO Ghall Bom elaf s (saeal) Pla yiady deas Juald jlivie Ll . ¢
(YY) LY NPT Y sl el ALl (315 (e a4 lRe g ALl
(OF) 2 dad) 5y adl dralas,alai@V )y 5V A IS, Al iV g lall A las
(£7) 22l

L) (galai®¥) paill 8 Al @l yils Jdaiag sage, N0
AIS 20131 aslell A8hall Aladll (Y0 €) (Yo IV=Y 00 ¥ Bpuy Alla syl
(AY) 222Dl (Y 2 )alaall | eD0)S daals 2@y g 513V

Gl yaiall 55 ol @il Jalall Julat mgie 2lafiu) dpens Jlgd ,2gen .3
AgalaBY) agle U Sl W) Aeals Alae (Y00 )), il 8 Ll dpoil)
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(VA) 22D (1) alaal

GLAN 50 Guna ol (hies (Grparall ) Gilaiass AL Jlgn), SLE LA
Sl Aae (Y4 Y0) L Audys s (3lyadi— (gl gaill (33 8 Aallal)
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a8 aglall Lhall Aaall (Y4 YY) (Y oY=V 0w £)s0all AW 3ho0
(V)22

) el 8 Adoud) Laiill 3 ()< ALIS Sgag (s2ge 5 s sRsba ) Y
51 AS dlaa (Y0 YY) AW Lt Ghall (o (b dapaall SN (iand
;b daals L@y 51 A, ALl 4 ylaY 1y dpalandy) el yall alaidl |y
A(£)22adl () £) Alaall
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b Alasl) s dasall jalias il (53)S e aalils allu diie Jiske LYo
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5V LIS, Al Eyganll JlaeY) cloliail dlas (Y4 Y0) 4Ll 3,50
(V) alaall A glal) dasls syl

Claha¥) 3 e vie a2 ey Ll o Dl thaiany oLIS clile ,dbe )T
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53V A A adail) Gypall Jlee W) bl dlaa (Y Y0) Yo YT—Y. ot
(V) 22a) (V) el dsglal) dasls LByl
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Ajlae Ay ageal) gl Lall o Ol oy (3o 56US 1) s, Gl 1Y)
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(V)22adl (V) sl Aol Sl
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Jalgad) Jday (el (gslowall a2 aula dalag e dllase oLl saanadl) Y £
S g alaanuly el sLai@) b ol d) Giyan e 5l
Laals dlaa (Y0 IV) (Yo 10149 ¢ )5aall (ARDL)dejgall diajll gl
(3)aaall , L) dasals sl g 82Y) &S 0y)8Y )y dusbai@y) aglall L)
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Abstract

The research aims to measure the relationship resulting from changes
in the money supply and exchange rate on foreign reserves, To
achieve this goal, the deductive approach was used by relying on the
descriptive analysis method using data, reports and bulletins of the
Central Bank of Iraq to analyze the trends of economic variables of
the money supply, exchange rate and foreign reserves, in addition to
using the quantitative analysis method using the statistical program
Eviews10 and the joint integration test of the ARDL model, The
research concluded that there is a long-term joint integration
relationship between the money supply and foreign reserves. This is
due to the role of monetary policy, which contributed to making the
increase in the money supply does not affect the reduction of foreign
reserves. However, a long-term joint integration relationship between
the exchange rate and foreign reserves did not show the presence of
fluctuations in the exchange rate and the difference between the
official and parallel rates in the market Therefore, the government
must adopt more stringent policies to absorb excess liquidity from
the market, while setting specific conditions for commercial banks to
enter the currency sales window in order to prevent the smuggling
and leakage of foreign currency abroad and thus neutralize the
negative impact on reducing foreign reserves.

Keywords:

Cash offer, at the official exchange rate, real exchange rate, Currency
selling window, foreign reserves.
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43.9 13,519.7 215 10,463 10,678 2005
33.2 18,012.2 6,935 11,175 18,110 2006
67.5 30,163.3 12,133 15,980 28,113 2007
61.8 48,809.6 19,981 25,869 45,850 2008

(10.1) 43,884.9 (10,979) 33,992 23,013 2009
13.8 49,939.2 4,833 36,171 41,004 2010
19.6 59,707.3 11,205 39,798 51,003 2011
11.4 66,505.2 8,355 48,649 57,004 2012
11.7 74,301.6 6,322 55,678 62,000 2013,
(Y-9) 72,178.0 (6,943) 54,463 47,515 2014

(18.0) 59,184.0 (11,854) 44,304 32,450 2015

(17.8) 48,661.0 (7.871) 33,524 25,653 2016
8.7 52,893.0 (1,846) 42,201 40,355 2017

191




YoYo Gualddl (g siad) (gl alad) jaisall ailBy - ISSN 2709-2852 — depslaall 5 dsllal) o sladl Al

43.7 VALY 5,096 47,133 52,229 2018
5.1 79.918 7,726 51,125 58,851 2019
(2.0) 78,293 (13,350) 44,080 30,730 2020
18.2 92,527 8,903 37,094 45,997 2021
51.4 140,086 6,549 46,806 53,355 2022
3.7 257145 (7.897) 64,000 56,103 2023
(10.3) 130,347 8,998 68,654 77,652 2024

sbaal) 351 ( hall ($3Syall il talbly Je alaeWh Galldl dlael @ jaal)
LAalida dlac) cdagin) Adlasl) spdall cEalaaYlg

Aleadl 530 DA (e Aleall bl aadl cililaal (Y) Joaadl Pla (e Lol
(YoIP=Y0or) 5ol 5u€ OS5 LaaY) dleadl Gljidieg Slese 2Lyl LaaY)
aall lbjpidie Cialy Lad Voo Goade (90)) Yoo ¥ ale dlaall Gilanse caly )
Osale (1,00 4) Yo ¥ ale dlaal) Cilanse clig ¢ ¥sn Ogale (YAY) alall (puind
Gl ( Boadll Caandily ¢ Y93 (aale (00,TVA) daall Slijidia izl Lad jYga
Ll el Galeadl s (YoIV=Y 01 ) aloeS dlaall (g sliidally deludl)
debuall Cbesll G G (il S35 Wany il Gigley Agas I dalally
MY Y ale sndaly de bl bl G syadll Caeusl Sy cdlaall (e 8l
LYl Aleall clpdadl Gl Wb Ve Osle (FeVY) Gladd) cual,
Slelt e lgad)) Loy Ug)sS dadla a8 e pali Moy « Vea Gaale (££,0A0)
55 ce Bliidiall HLaall) walfi Sl Lo Aadadil) culah V) Galeily i Al
caly U Lall dell bl cogs @ YeY) Gl 4Ll LAl
ihe Blidiall Ll Caly Lad Algally Sl G deda Yoo Gsada (£0,44Y)
&V deatl Loy e byl delual) bkl ey Candiigly « Y50 sl (FV,+9€)
ol 8l ApaSl & oyl 5 Blae YoYE Gle Nsa Osile (YV,10Y)
(TAeE) ala )

(AEVEL) Yoor Lo caly a1 cllalaa¥) of ad Jeaall (e aadl LS
el wShig Ghall o daala@Y) 25l a8) dai Loy CalBly < J¥ss Oele
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(£¥,AANE.9) dlio dlna Yo o d ale (il Al el cjabia 5005 b S
Laallad) dpaban8) AaiW) Sigan Jn paisal) & L)Y clld 2ay idgleg Y50 Hgale
V53 Gsde (YY,IVA) aladl el b adal Yoy g ale Al Jadill el (aléssly
Jeail Vg2 Cygle (OF,AQY) e YoV Lle ey 4ia¥) cildalin) eyl a8
flae diine Yo Y £ ale Cacaidily ¢ Voo Osle (1£0,Y0V) i dias Y YY Hle
el Cojladll saa)l ity @Sl il Al ae Ve Osde (YT, TEV)
(et sbuy () el ¢l (ua)ginall) lee dals Al
Ao billy Cipall jawg A Gae om dalaiBy) ABal) Jula3 -YLY
@l A Auial) cilhalaay)

O Al o el dalall laY) 8 pogill Cheag dualai®y) Al ¢
Jeans Lo cailagi DA (e el g cdlaall o 33U DA (e dalall a0las Jga
Cillliia (3885 pe pedkn Lasg ¢ adill AlV) e B Al daial) dlaal) (e e
G Y e in¥) Cipall o (& Aa¥) el o Gaally Gllall G Gl
5L Gk o dime jlas o duial) dlaall e 508 @luS (Gl i)
Cipa o) oemn lase oaaad 5y Moall olad Cipa e (385 Aeall a
e Abpuall CilSay Cijliadl DA (e a3 Al dlaall chidiy an Ll o(5280)
oaydly cllall A by Lo e jes 38y daial) dleall Golalaial) Calia
el sl G AT deasy O (Sl (s el cpall pan e
pbadl Gan g st A Suendly el Glleal 2gay @y Goudl s
Oe DY) e S) S i e GOl ) Al o e lly lailly
LY ol ¢mlal (giwall L e Yoall Llie Hluall dad e Lalasd) Ja)
e il dad g li)) dam adll dlgadl 45)a) saall glo)l e dass
S Qb Clagind 8 ALY Slead) Agye (3 T Gllia Lty Y|
Gl e i Y calhall 13ag cculalyin¥) sl caldal) @lld o Ldl 2y ellig
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dgmall dleall W) IS8 Lae ((9)aa¥) bl diay y Gand SN (5al0Y)
L3had) & La) clllasy) e il

@bl B Lial) clbliaY) o Cipal) jrug ) Gae dBle (uld —Y.¥
Tasalll Jaaiiy Chuagi — ). ¥

Libany) dojall Gk (e digin oy @lily (I digin Glily e Gllall digas
e VY Al sl dnedll Alid) pas s e (Eviews 10) sl
Ll LYY g) aabll apll i Yoo VU a)ll) (e dad Af Aluld) dad sl
Lan @il L) clbloaVly Gpall jawy @l Gaje o AW paw

—: ‘_5_’&15 Aalaall
FR= a+ b;FR;+ byFR |+ by M2+ by,M2p._;+ bsEX+bsEXb_i+¢ ....... (1)
—: Jia d)

wl g wapall mu EX il gmpe M2 sVl cbblsaY) FR
FRbt1 , EXDpy) zis—aill &3lza (by by, by b4,b5,, bg) «cul— 3
358 4 Gyl jru a8 e s Lua¥) clllia¥) @l peial (M2,
(sl il g ¢ IV skl

Zigall) JLIal-Y.v. v

Jrag alall oladV) €5 (ge paldall eadl 3 Jglas rOgSull JLIA) —Y .Y YL
oolial aals caxinsy Baagll i chlas) DA e Dl ST L)) Al
—ictY) (0) 5 (£) oalsadl & Gamdl

Tisall) 2 dasiioall LpaluaiBy) cfpiiall Slgd — S L) @il (£) Jgaad

i picial) (S gisal) J¥ Gl
intercept | Trend | None | intercept| Trend | None
and and
intercept intercept
Fr 0.8244 0.4532 | 0.9784 | 0.0000 0.0000 | 0.0000
M2 0.0086 0.1031 | 0.1688 | 0.0000 0.0000 | 0.0000
Ex 0.9464 0.4410 |0.9928 | 0.0000 0.0000 | 0.0000

. ( EViews10) ilaa) melipdl cilajie o slaieYl il ) 1 jaadl)
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el v (ggiadl 8 € o il aes o (ADF) Jlas) W
& ade (EOBN i) ciSe Jo¥) Gl ) xiey caaed) dumpd Ji ade
Lapill Jin Led Basgll Jds dgag (do el Al (H=0) sl dunp (i)

Sl da dgag pae o et Al (H=1) dbad)
s Aadiieal) Aualai®y) cpiiall g m Guuld LIS & (o) Jeaad)

z gl

i paicial) Siual) J¥ Gl

intercept | Trend None | intercept | Trend None
and and

intercept intercept
Fr 0.3366 0.0158 0.6105 | 0.0000 0.0000 | 0.0000
M2 00079 | 01113 | 01672 | 0.0000 | 0.0000 | 0.0000
Ex 09723 | 04604 | 09990 | 0.0000 | 0.0000 |0.0000

. (Eviews10) Slas) zalill clajie o slaeVl bl slae) 1 juaal
Aol s il asas o (P.P) LY (0) Jsaall milss oo
s Aallg %5 Asine (grime e dugaa) Lgtaidl (gl 8 (S
Gl (I esalll a5 asle el Joudlad) 95 pre (gl dujiaall Al
dupial) Al gy ot ade ) pses ciCn A I3 v e JGY)
rie J¥) B 3 s i) ases of Lasg WALl G dl) 53
92 S sy zig i (o adiaiw 13T (P.P) 5 (ADF) oplsd¥) sl

celpidal) JalSil) HLaaY ) 43K ARDL ¢ bl aojsill

Basa (o SUU LoVl laa aodiy :Adlasy) cldgall jLad) —Y.Y.¥L¥
ehaY zisall Amdla (say zisall G dexiiadl Lilasy) @l
(GAY) Al Ly
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ipall jruy S Gae oo 4Bl Lulasy) clpdiall Baga JLIS) (1) Jatad
Auta¥) cillliaYlg

d—ilaay) i jall

R® 0.836369 AIC 36.34280

R® 0.821298 SC 36.34280

F 55.49433 H-Q 36.43586

Prob(f-statistic) 0.000000 D.W 1.836639
Eviews- ) Jlasy) malindl cilajie o alae¥h Galdl dlae) @ juadll
(10

Lapaglly Lpuil) Clpand) Gu Ldds WD G el Joanl) il gl
Sy aadied) zigall 53 ge Slmd (DW (e Jil R aaaill dad <]
o e Sz ¢(0.000) ALY EdlanY) e Lyl 3 Aglaay) c)lasy)
ol oriall Algisdl) cpaiall i 8 A 598 Al aaiis 3 RY e
O (YAY) iy Asieal) clpaaiall dalle A jands 8o alials gz dgaill peiliall juiiig
G das Al Al Qb ) e B (%)Y) ddad) dlly Al sl
-z dsaill

wbdl Bounds Test asaall Hladl andis rélidall Jalsall jLas) —v Y. v, v
Lo Clus 0 4D (g dede e Shaiadl Ga JaV1 dlgh A asag
Lilas) Aoy 5aslg 850 slarall Aliedd) il paiall D Lelaal dogunall F dglas)
. Pesaran et al (2001) # (d&dsaall) 4a Wl F

Laia¥) llalially Cipall jrag 3 Qe clpiall ypaal) L) (V) Jeaadl

AV gia 1(0) A aal) dad I(1) A=Y 2l dad F-Statistic
o 5.310141
%10 3.35 2.63

%> 3.87 3.1
%25 4.38 3.55
%l 5 4.13

(Eviews-10) Alasy) galinll clajia o slae¥l dald) i) 1 jsaal
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pio A asaal) jlaay F-Statistic i dslaas) dadll of gl ekl
dosine (gime e () 2all daall deidll e ST a5 (5.310141) Leied
L e Wlgine & Sl chriall IS of (i ) %1,%2.5,%5,%10
duginall (gimnn (i e (oY) 2l (e 5y ¢ 1(0) () Lba Al (e AalSia
2alg A5 e AlalSie Wl iaar Jo¥) Gl die ASle @i of s A
WDl 39ag Ao gt S Abad) Dyl Jof &5 el xiey (1) ) pnaa
o Lailiy Copall Haus S8l Gae pe IS chsndl o abe JelSs
oY) clbloay)
WD G rahsial) G JaY) Aghy Suad il dBe jlad) —¢.v.vw
oo el Jia N (ECM) Wasl) s z3gan sty Jiams JaY1 5y
Baaly dxie) saal ¢ daliie Undl) esia aa d8Lal aa oY1 ) Arpay il
—1 Y Joaall DA e b Gl (Sang ¢Sl jiia dbasy (ECM-1)
G O Ja¥) Alighy Spuab Ll LBdlal (Wbl ARDL JL3a) (A) Jsaad
Aial) clbliay) Lo Cipall g Aal)
ARDL Long Run Form and Bounds Test
Dependent Variable: D(FR)
Selected Model: ARDL(1, 0, 2)
Case 2: Restricted Constant and No Trend
Date: 10/18/25 Time: 22:13

Sample: 2003Q1 2024Q4
Included observations: 84
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C 36198020 | 21337423 | 0.000000 0.0000
FR(-1)* | -0.449302 | 0.108854 | -4.127560 0.0001
EX(-1) | -23763.16 | 16292.96 | -1.458492 0.1488

M2** 0304916 | 0.075427 | 4.042503 0.0001
D(FR(-1)) | 0.198787 | 0.113133 | 1.757109 0.0829
D(FR(-2)) | 0.198787 | 0.113133 | 1.757109 0.0829
D(FR(-3)) | 0.198787 | 0.113133 | 1.757109 0.0829

DEEX) | -69135.69 | 33556.97 | -2.060248 0.0428
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EX -52889.10 38780.51 -1.363806 0.1767
M2 0.678644 0.094022 7.217946 0.0000
C 80565070 50041219 1.609974 0.1115

EC = FR - (-52889.0972*EX + 0.6786*M2 + 80565069.8352 )

Eviews-) (Slasy) malind) clajia o slaie¥l cald) sie) : juaal

(10
O dshall s all i Ball joa dy A alall Do Joaall mil i (s
Lagins A Blally (g3—ine i ia¥) lohlia¥) o s &l ay o il
G 3 Bl 2l g Al @) A phaill (gl dae 1 a9 Ay
Bal) 4billy oty 2l (aye Oy 13 sl A S Al 4 el L
N PR PPN . SEVON [ 2 B-.5 [ [P TR 55 B
i o 3 el sl B by ale € A Dl el bx g
Cp—eall Z Lol Jaa W) 84 Blae salojy alag ot Olg 2@l (ay e

G—Sall el 590 YD e Al syl SLgall iS5 Cia i

2wl Gy e 8l o Olsal) 8 gl N A asSal) iy Be 4 i
ol hlia) o cagdag€all A abaall gL &) ol ae Jsal
e p daVl A gl Hal 54 Dle ol Jia 5 glnia T ad 4Vl
e Aol Y] Al (AL 13 ag A i) el halialy Cayal
by ) palal JUal ey 8 el e oy all e wslal g
€ e S o Bal) sl a Bl e e Vs A inY)
ol J3a ol d I T &) s e el Calas ol
db by il il e o ) e sal ) g Lasal e
Gl WYL A et a3 b J <l ‘rj;,d\ Cu‘y\ i
O GO A g ag g eddaall i 3380 e A ial) A Leall 4asidll
ia¥) il hloayl o (S i@lsally enll A Laall o

skl gaally
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gona Jalaa zhaiul e A g igall & JNAY) dallen Jyasl) dal 1y
—: Waal)
Gas O JaY) Alighy Sl il ABle (bl Uadl) paal Jalaa JLaa) (4) Jgaadl
Lial) clbliay) Jo Cipall jrwg a8

ECM Regration

Case2:Restricted Constant and No Trend

D(FR(-1)) | 0.198787 | 0.102976 | 1.930423 0.0573
D(FR(-2)) | 0.198787 | 0.102976 | 1.930423 0.0573
D(FR(-3)) | 0.198787 | 0.102976 | 1.930423 0.0573
D(EX) -69135.69 | 2695125 | -2.565213 0.0123
CointEq(-1)*| -0.449302 | 0.095620 | -4.698830 0.0000

( Eviews-10) Sbasy) malpdl cilajia o alaieYh Gald) dlaef 1 juaall
S Aoy gy @V (ECM) ladl) mmas ol o} il il s

Al )lal o skl Jal) 8 )lsl I Joeall suadll daY) 3 (Dlasy)

dopu Jial %00 (ggiue die (¢ EEAY V) atad by 3) Augiaas Aallaa) dasdlls

zanea 2abll dand fung cdaghll gaall (A Gl slasl PAY) dies ez 3gaill

zlin SAhall sl o eday il Jalaa e DAY igan din i A

skl sadll 3 DAY maaaad N Jsmasll ey Coiias )

bl Ay daia e S Giagr bl zigell) Bagy @lad) —elyvLy

=t YL Al degall ChLERY) Gan shal & lgle Jeasial

Bl (S AR 35 waarl 1 S BLIY) ASda JLad) —Y.eLYLYLY

—2olial Joaall iy

LaiaY) llalia¥ly Cipal) jaug S Gae cp Al A LGN LIS (V4) desad)

Godfrey Serial Correlation LM Test-Breusch

statistic-F 1.853812 Prob. F(2,29) 0.1638

squared-Obs*R 4.007849 Prob. Chi-Square(2) 0.1348

-(Eviews-10)  Auasy) malinll clajba o alais¥l Cald) dae) @ juaal)
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ST s (1 VITA) 5 L LM LasY ddlaaY) dadl) of odlel Jgand) o
vy chiall Ga S Lalsy¥) A e Sl Y zisall o) @ity %5 e
- Gl (5 L)l agng dgag pte () ads AN adall dpnjd Jsd sy
Sy Al g aanl bl Guilad Gl ade A& jLad) - Y. Y Y. Y
—:Jgaal) il Ailain)
el Cp ABlall il (uilas @l ase JLEAT (1) Jaad

Heteroskedasticity Breusch —pagan-Godfrey
F-statistic 0.084574 Prob. F(2,32) 0.7719
Prob. Chi-
Obs*R-squared 0.086572 Square(2) 0.7686

.(EVieWS-lO ) ‘:;11.».4;:}_“ GALD.J\ Gl yda ‘_AL e YL sl Jac) 1 saal)
3 % A Lsies e (prob-F) 1 alaa¥) L@l of Jesd) aln s
Cld are A (e Pl Y zisall ) @llng %0 e ST ag (4.YVY )
Gl Al asa9 e () i Al sl du b Jod o addes ulall uilas

~ sl Calall
JSal) il Aslan) (Say fmdal) 2l ade ASEa JLad) —w.eLY.YLY¥
—: Y

Senes: Resduals
Sample 2004Q1 202404
Observations 84

Mean 421008
Median 3812211
Maximum 72358362
Maumum -1.04e+08
Std. Dev 17248046
Skewness  -1.632047
Kurtosis 20.36020

Jarque-Bera 1092 148
Probabity  0.000000

AgalaBy) cpiial) o ABAL Blgll andal) sl LA (V) JSA
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diedll o (Jarque-Bera) sl aadall aigll laa¥ olef JSall miay
o sl zasall o) g B5 e sral g (fererr) 2 o Adlasy)
I9ng pie (Il (Al paell duiajh (b 2y Alsll panhall ajgll aae A4
Z 35l Aol calall sl A<

LS Byitine Aludiadl ) 2a3 2 3 gl Al JSLaall dualdll gilial) capglal o aag
shaall dajall asaall Jaby 3sS (V) Galdl & (P)s (Y) omiSal) e
sl (ol Glasyal SIAD ¢ ganally  Algall  aSTED ¢ sanall

Gl uagilly ol b aald) ol —¢

Gl—alinay) -y . ¢

lbloa¥ly Wl pae on ide Ll ADle agag okl cjgli-1-)
& bl ol lgile adiey Al Aalal) @l Y ¢ el Sla@V L dial)
G Aia) clblaa¥) ) sl e 5l Lgiaas A eyl dlaia) de
cpall e il e Y DA (e dleadl p 330 Jee DA (e
cad) L bl 3 el

les) V) i) libllaaVl Ll 50k elliay Bhall sl o) Gy —Y-)
gl o dnlall Clesall dgalsey Dlsall Gali (o paeanll 44S e
go GisE Y JSE Lna¥) clblaaYl B alid) sall o) WS dashll
L) Sl dad 8 Lle 5 Lea cdial) ol L]

Labdl Aleld o Cacagh L))l Wajlse e L Al diew of —Y-)
Gils B padill J ausl) dam gl Gl e plad) 8 Ll
o Uana (<8 (s3lg H¥salls Sluall s Al cens L e L) Clagagall
bl b daY) cblsay) e 5alilly casSal) Gl DS Ge 258l e
Lol clhawy) e sldeY) saly ) AabY) sl Checa gal-£-)
G Alel) ay 83806 e eV cleaally aldl e sl Gillal) cilalas)
Cipa aa G aSailly Alsall Goadl (I Gapjlimally palend] Joan A Ciagd
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sle bguall sabys lsall Jso I ma¥) aEl) s pe Dilaad)l Al
sl albkabosy)

Slagill — Y. ¢

Oy Al e die dalpa ST Labiail Gl ¢ Uik LegSall ol 8y ) =Y
B yras ay) AaBYL Ty e JBY) plall aal g Lol Lol Ausbaadd) Cilgags
Dbl A sSall claiad) lacal b aussill o N LlasN) Jaee ad) cadlasll e
Zgll.d\ 2\...»1:\“]\ QL@A)E & M c(kJJLAAﬂ a..aaj\ E.JLcl Z\:\Lo.c J:AI::} cdodls Baila

O O3 ol e a5 Al aplie a5 dgagiy GV dils ) Al
st e Aol slael (ameds Jdal e el Qi Dbl e ey
udaiill <)

S Jsail) 55 DA e LigN Sluead) 535035 A paall ¢ Ul #Slal- Y=Y
o Al G dal e Dl eDlalall g AN adall delaalls SN
g b il e 2all Goliadll e ) e ae hpad) ol ) Coladl)
Ll Gase e uy Ally LS Glilaa G L)

ot bbbyl e o i (soluw @sria Slaaiul dagSall L8 5)9 V- Y
3 ALy ApolaiBY) led) quindy Slsall antaet] £garl) Labay) cile Uil
b8 Auala®y) i) cildlane dlily (ahaiil) i) paliasl e Las

D leler ) Loyl e clulad) e anll b daesSall cilgall Ginm Y
35l A DA (e @iy Bkl Bl 3 Cipall jru B aSaT B agas Al
Smd ¢ iils I8 Aleal) e bl Al oy Las calal) il e dojlall
LoVl Jandl DA 0 LS LB ddeal (SR Sleally GaY) Bl i (e
Alaall g e 2y IS8 Lagaal) MUl o O ganl) dd)yal duig ST
—:pabally jalaall

(asligdl —

il (Gladly slan¥) dpe el (el il (Ehall Ljsgan—)-)
Adlia alae) (i) Aslasy)
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b i (Sla¥ly slas¥) 58 (el (Gal @il (@bl dyogan—Y-)
VY (el (S5l il Al

L) sy Aallally Lala®y) colubanad) 8500 dasdadill 555 ¢ Bhall &sysgan—T—)
gail)

Glygall =Y

Alae ogphall sladBYl 8 Llgall GLbliaY) LUS (Yo r) aulily () —)-Y
(V) 2aad) L) Jles bl

Uan ylad —dial) cLllaaVl eSs @l (Yo E) Al gl sl —Y-Y
cl sl (el S Baaica cAaially Ayl Joal

db b el Cipa jes Aub (Y000) Sl e a2 sl —TY
HlaY) LIS cohlinay) Ci€e ) adke Gany (Jg¥) eiall cdiahll Lalamdy) el i)
Lla daals calaidylg

S me unlie B (2024) sl aS s (il s ) xe —£-Y
astall (Gl dlae chadiall Jsal) (pe die B A Loba®Y) Chid) e e
https://iasj.rdd.edu.iq adsall Ao =l A86SN daals cdyylayly dalaidy)

sl -y

Dl edgall lbaba®) (Yoo V) (S cne glad el G Gea)ll 2e =YY
Ky cdaalall

Al laaYl) K oL@ ((VAAA) gl Slay (il e —Y-Y
e bhll gyl s g mbael) e el 2o AUl 2o tden i (Ualadly
roabl ¢ il

ple an 3hall 3 ALl Aulaall Lol HBY) (Y2 VA) Gus (galgll 2o anls —Y-Y
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