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Abstract. This research aims to analyze and measure the impact of monetary credit on
the main macroeconomic indicators in Iraq, namely Gross Domestic Product (GDP),
money supply (M2), inflation rate, and unemployment rate, for the period (2004-2025).
The research adopted a descriptive analytical approach to study the development of
these variables and used the Vector Autoregression (VAR) model and the (Toda-
Yamamoto, 1995) causality test to analyze the causal relationships and the impact
between the variables, relying on quarterly data extracted from reports of the Central
Bank of Iraq and the Central Statistical Organization. The results showed a positive and
significant relationship of monetary credit on GDP, money supply, and inflation rate,
and a negative and significant relationship with unemployment. The tests also proved a
causal relationship running from credit to GDP and inflation, while they did not prove a
direct causal relationship with money supply and unemployment in the short term. The
research concluded that monetary credit in Iraq is growing at rates faster than economic
growth, but it is concentrated in the service and commercial sectors, which limits its
developmental impact and fuels inflationary pressures. The research recommended
restructuring credit in favor of productive sectors, enhancing the role of private banks,
and developing banking supervision tools.

Keywords: Monetary Credit, Gross Domestic Product (GDP), Money Supply, Inflation,
Unemployment, VAR Model, Iraqi Economy.
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