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Abstract

The study of inflation in Iraq holds significant importance due to its direct impact on
economic stability and living standards. Since 2004, Iraq has faced multiple economic
challenges resulting from political and security conditions, heavy reliance on oil, and
fluctuations in the exchange rate of the Iragi dinar. These factors have contributed to
volatile inflation rates, which in turn have affected individuals’ living conditions and
caused economic activity fluctuations. This research aims to measure and analyze the
effect of several macroeconomic indicators-namely, financial depth, trade openness,
nominal exchange rate, and the annual change rate of oil revenues—on the inflation rate in
Irag during the period (2004-2023). The study employs an analytical econometric approach
using the Autoregressive Distributed Lag (ARDL) model. Key findings include a positive
and significant relationship between financial depth and the annual change in oil revenues
with inflation, while trade openness and the nominal exchange rate showed a negative and
significant relationship with inflation. Among the main policy recommendations are
controlling the money supply and liquidity in line with actual economic growth to avoid
inflationary pressures caused by increased aggregate demand, and promoting investment in
export-oriented industries by supporting local industries capable of competing
internationally, thereby reducing the trade deficit and providing local alternatives to
imported goods.
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0.946719 R-Squared
0.94063 Adjusted R2
155.4743 F-statistic
0.000 Prob.
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.011062 Prob. F(2,68) 0.989

Obs*R-squared 0.025694 Prob. Chi-Square(2) 0.9872
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.878569 Prob. F(8,70) 0.0771
Obs*R-squared 13.96302 Prob. Chi-Square(8) 0.0827
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Ramsey RESET Test

Equation: EQ010201

Specification: IN_IN(-1) FD CE CE(-1) EXR EXR(-1) APCOR APCOR(-1) C

Omitted Variables: Squares of fitted values

Value df Probability

t-statistic 12.331879 69 0.1135

F-statistic 48.42894 (1,69) 0.0933
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Series: Residuals
s Sample 20040Q2 2023Q4
Observal tions 79
= Mean 1.03e-14
a Median 0.401311
Maximum 11.86145
3 - Minimum -7.834009
Std. Dev 4.825519
=2 Skewness oO.506742
Kurtosis 3.189599
7 ‘ Jarque-Bera o.841620
o - ! | Probability o.656515
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(ARIMA) zdges e el 1Y gl zilaisy Byl ke 2y 5l (o1,2Y
STl p1aY) LA gl (4) JS

Forecast: INF
Actual: IN
Forecast sample: 2004Q1 2023Q4
Adjusted sample: 2004Q2 2023Q4
Included observations: 79
Root Mean Squared Error 4.879395
Mean Absolute Error 4.066046
Mean Abs. Percent Error 500.9232
Theil Inequality Coefficient 0.146263
Bias Proportion 0.002202
20 Variance Proportion 0.061901
Covariance Proportion 0.935896
Theil U2 Coefficient 8.225356
-40 Symmetric MAPE 93.36222

T T T
2004 2006

T T T T T T T T T T T T T T T T
2008 2010 2012 2014 2016 2018 2020 2022

INF ——— +2SE. |
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