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Abstract

This research aims to examine the impact of monetary policy on poverty rates in Iraq during the period
(2004-2022), in light of the economic transformations and financial challenges the country has
experienced. The study relies on the use of modern econometric models, such as the Autoregressive
Distributed Lag (ARDL) model, to test the long- and short-term relationship between monetary policy
instruments—represented by interest rates, money supply, and exchange rates—and poverty rates. The
results indicate a significant relationship between monetary policy and poverty rates. It was shown that
tightening monetary policy through raising interest rates and decreasing money supply leads to higher
poverty rates as a result of declining economic activity and rising unemployment rates. Exchange rate
fluctuations also showed a direct negative impact on the purchasing power of poor households, deepening
the severity of poverty. The study concludes that disciplined monetary policies, which balance monetary
stability with supporting economic growth, are an important tool in alleviating poverty levels. The research
recommends the need for coordination between monetary and fiscal policies to promote social justice and
reduce economic disparities in Iragi society.
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Test
Augmented Dickey-Fuller Phillips-Porron
Variables
At Level 1st difference Intercept 1st difference
-3.606528 -3.865225 -
PO
(0.0166)** (0.0098)***
-1.849722 -4.588395 -1.849334 -4.593148
M1
(0.3465)" (0.0025)*** (0.3466)" (0.0025)%**
-4.975856 -8.705318 -1.347881 -2.265234
LR
(0.0007) *** (0.0000)*** (0.5836)" (0.0266)***
-2.389200 -2.758856 -1.415798 -2.786160
EXCH
(0.1589) " (0.0089)*** (0.5514) " (0.0084) *+*
-3.084813 - -3.084813 -
Pc
(0.0460)** (0.0460y* | -
Notes: (*) (**) (***) ("*) indicate significant at 10% 5% 1% and not significant resPoctively.
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Ssiun die S 3yd e 8,57 un =l 3] tSgiudl §8ya1 wun suald (EXCHLRMT)aaz adl ol izl dua,
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3yl G aaN e ne 3 Huail] cilpite L3 230 SR a5 Lol (2-4) Joanlly
ARDL 723905300 591 s sl (2-4) Jgornl!

Dependent Variable: PO

Method: ARDL

Selected Model: ARDL(2. 2. 1. 2. 2)

R-squared 0.981166 Mean dependent var 21.34529
Adjusted R-squared 0.899555 S.D. dependent var 3.262911
S.E. of regression 1.034119 Akaike info criterion 2.817434
Sum squared resid 3.208203 Schwarz criterion 3.503609
Log likelihood -9.948186 Hannan-Quinn criter. 2.885641
F-statistic 12.02235 Durbin-Watson stat 1.906242
Prob(F-statistic) 0.031986
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Aiglay 5 und 2ulsrl] EMall slmsls aLid s 19 %5 Bgiall Syiana dis 2lIS 7 3gaif Zgina F = 12.02
Bond test Lz ¢ly>] day ARDL 7 3503¥ Ladg Jdl
:(Bound test) sguztlslasl .3

5l ] o dislall Jo¥1 3 claMall sl cliss el all JolSall sl T JR1 a3 sy
(Y Jguzl 3 LSy 8 yuall ol pall

BOUND TEST szl sLais | (3-4) Joda

Critical values F. Statistic
8.860551

1(0) 1(1)

10% 2.37 3.2

5% 2.79 3.67

2.5% 315 4.08

1% 3.65 4.66

EVIEWS 10 Loyl Jelmill malindl olayiee (e sleie¥ly don bl slue] o 2 yuiall

3 A S laall o 23 Asls 35155 28e 59> LY (BOUND-TEST) sgutoell Liis| ot s
A8all cMlalas 5Las |y 3] ((WALD-TEST) Hlasl sg2g Jls (3 (F-TEST) jlas | slazel cllzg guliall Gsyf‘zn
ST 25 (8.860551) & (F) a5 Lsas¥l Baall o ¢ LT (4-4) Jgornl 3 Lamll .z 39081 (§ o1 sl 45153
e oais G Al 2es il J5ud g g (2.79) alud &1 (75) Gatas e Soumdll 2yl wudll 4T 0
Ayl 534 9 Aaatlly Al ol izl o bl Al 03195 A83e b &
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£35h) Gl Sbliall z35ail (§ ¥ Alislo ilalas e s of pubatad Jpaslly
aglall Jo¥1 & sl oall A33Mall y3ds (4-4) 03y Jouz

ARDL Long Run Form and Bounds Test

Dependent Variable: D(PO)

Selected Model: ARDL(2. 2. 1. 2. 2)

Case 2: Restricted Constant and No Trend

Levels Equation

Long Run Coefficients

Variable Coefficient Std - Error T- Statistic Prob.

M1 0.037128 0.014669 2.531043 0.0392
LR 0.213518 0.095800 2.228791 0.0611
EXC 0.025297 0.004924 5.137154 0.0013
C -11.57390 5.523102 -2.095544 0.0744
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ARDL Error Correction Regression

Dependent Variable: D(PO)

Selected Model: ARDL(2 .2 (1.2 .2)

Case 2: Restricted Constant and No Trend

ECM Regression
Variable Coefficient Std. Error t-Statistic Prob.
D(PO(-1)) 1.805436 0.324454 5.564539 0.0008
D(R) 1.678555 0.272404 6.161998 0.0005
D(R(-1)) -0.748646 0.191355 -3.912349 0.0058
D(EXC) 0.073573 0.009570 7.688044 0.0001
D(EXC(-1)) -0.048104 0.007653 -6.285827 0.0004
CointEq(-1)* -0.965432 0.154716 -6.240026 0.0001
R-squared 0.912367 Mean dePondent var -0.473529
Adjusted R-squared 0.872533 S.D. dePondent var 4.415672
S.E. of rPoression 1.576505 Akaike info criterion 4.018862
Sum squared resid 27.33903 Schwarz criterion 4.312937
Log likelihood -28.16032 Hannan-Quinn criter. 4.048093
Durbin-Watson stat 2.292848
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Boall can ) Lie cadadl s e wlis (oo ST A 058l 3] 5 paall cliall e 48T UK 20 i85
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(CUSUM of Squares) uall ouall cilas,d Sl ponll GL6 ¢ s e 5dke 75 alo auS o s z3gadl
Aoyl Balaill sgas Jils Basugie tas Uayl Jia
CUSUM of Squares §lgd! 5L Siked! ooyl (1-4) JS&

T T T T
2016 2017 2018 2019 2020 2021 2022

| —__ CUsSuUM ____. 59 Significance |
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J2 e Gilgdall anall od o adadll Lol 5Las ! (2 2 4001l LasYl o Jod 3glasl
Jouzl mios sllas¥l Lyl aue (e (ais G adadl 4,8 5Lasy (68368 - Jhgy) Hlas | alusiwl o3 la
Ot 13 Lyl g2y e ] ada Idag « 75 die Lgins e EllaisV) 089 LM < mily2¥ Cacliae o)1 (6-4)

.é\}fb.«_” all o8
S oL 71,43 Cieline sLas | (6-4) Joun!
Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 1lag
F-statistic 0.369075 Prob. F(1.6) 0.5658
Obs*R-squared 0.985115 Prob. Chi-Square(1) 0.3209
EVIEWS 10 ilas¥! Jelmill maliall o iz (e sleze¥ly oLl slue] ¢ya il
Cnbed! udlems pus -
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Heteroskedasticity Test: Breusch-Godfrey-Pogan

F-statistic 1.437204 | Prob. F(22.5)) 0.3234
Obs*R-squared 11.03055 | Prob. Chi-Square(22) 0.2736
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5
Series: Residuals
Sample 2006 2022
4 Observations 17
Mean 3.76e-15
34 Median 0.104717
Maximum 1.986208
Minimum -2.350628
24 Std. Dev. 1.061230
Skewness -0.091831
1] Kurtosis 3.051772
Jarque-Bera  0.025792
0 Probability 0.987187
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