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Abstract

The discussion about the implications of the exchange rate on
stock market behavior has become one of the fundamental
principles in financial economics. The exchange rate plays an
important role in the economic activity of any country and is a
factor influencing the financial situation in financial markets. The
exchange rate is the linking tool between the local economy and
the global economy. This study addressed the impact of exchange
rates on the efficiency of the financial market in Irag. The
researcher used the descriptive method to describe the study
variables and clarify the theoretical relationship between exchange
rates, inflation, and the financial market index. A statistical
method was also used to conduct standard modeling using the
ARDL methodology which included an empirical study on the
effect of the Iraqi dinar exchange rate on the efficiency of the
general index of the Iraqgi financial market. The study concluded
that there is a strong positive relationship between the exchange
rate of the Iragi dinar and the efficiency of the stock market in
Irag, with a correlation coefficient of 0.72. There is a moderate
inverse relationship between inflation and the performance of the
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stock market in Irag, with a correlation coefficient of -0.64. The
stock market is characterized by a rapid recovery ability, with an
adjustment speed of 69.88%. Therefore, it is necessary to focus on
exchange rate policy and maintain exchange rate stability by the
Central Bank of Irag, to benefit from it in attracting foreign
investment, building sufficient reserves of a basket of currencies
by the Central Bank of lIraq to face external shocks, and
stimulating the productive sector to take advantage of the
strengthening of the dinar.

Keywords:Exchange rate, Iraq Stock Market Index 1SX60 ,ARDL
methodology
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Series Mean Median Std. Dev.

ISX60 744 .54 599.15 229.67
EXCHANGE 1316.66 1310.00 135.40
INFLATION 5.23 5.10 0.83

Eviews9 zaliy Ao slac¥h Eald) slac) (e 1 juaal)

tomin Galed) Joaad) (e

%50 5 Clyie i A Ak 744 Gl ol angia € 4l 1 3gal) £l -
53 %50 5 ddais 599 (358 jdsall OIS ALY
oo Ak 230 awsgiar cality agall ol Jay 1aag 229.67 (glerall CalaiV) &L

Adle syhalia sgiwe Ao Ja 13ag Jangiall
¥s [ YWY Giyall jrw augic tapall prw -
Dbl (8 b 35ng pie o Jules davugie CLE ) YO (ghall Calpai)

REYIA|
1L digian (V) f) Jgoal
1ISX60 EXCHANGE INFLATION
1ISX60 1.00 0.72 -0.64
EXCHANGE 0.72 1.00 -0.56
INFLATION -0.64 -0.56 1.00

Eviews9 zaliyn e alaeYh Salill dlae) (e 1 juaal)
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Foal Jsaall e
Ao il G Cipaall Jaag Goadl ol g Tan Dg8 Ly dulad) ADle a5 @
Yol alel el luall dad dag Levie asl e 1aag ol VY LlaY) dales
el el jdiga adiy
LY dabee e cialy G cpdailly Bgad) shal (g dpuSe Ao a9 @
(Gsed) ol Sdise ity adaill dlap Leie 4l e Mg +ES

i) Joudall Ayt JLIA () ad) J gand

Series Level 1(0) First Difference I(1) | Decision
t-statistic | Prob | t-statistic Prob
LN_ISX60 -1.87 0.345 -5.12 0.009™" 1(1)
LN_E XCHANGE -01.23 | 0.567 -5.67 0.005™" 1(1)
LN_INFLATION -2.34 | 0.189 -5.09 0.009™" 1(2)

***significant at 1% level ~ **significant at 5%
Eviews9 zalin Ao alaeYh Galll slae] (e jradll
Siiue (Mg 1(0) (siusall vie Bnn e bl G Coiy Gildl Jsaall G
dapna 8ysa ARDL dungie aladinl (Say llily (1) 2iedigine AN cildg
seail) Ja¥) b ARDL g igai jaili il (£)ad) Jgaadl

Variable Coeffient | Std. Error t- Statistic CAP Prob
C 2.14 0.34 6.21 0.008™"
LN I1SX60(-1) 0.42 0.08 4.82 0.039™
LN EX 0.51 0.05 9.02 0.002""
INFLATION -0.34 0.06 -5.09 0.037™

Eviews9 zalip Ao alacVh caldl slae) (e 2 jaal)

o Gl Jgaal) e
cip ol Led lavie aly i ey (+.0)) oy Cipall e Jalea o

Jovo) J\.Sfmté‘)g é}d\ i ga u}ﬁ 7 J\Jﬁ.m
8 Baly IS8 Gaadl ehaly yumy adcall dag (2.YE5) ole il alece
(0. ¥8) Jlatay paddsy Boadl Hde OB /) ok adail)
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ARDL g 3gai 8353 clpdida (0)ad) Jsial

R-squared 0.92
Adjusted R-squared 0.86
F-statistic 16.45
Prob(F-statistic) 0.023™
Durbin-watson state 2.08
Akaike info criterion -3.34
Schwarz criterion -2.91

Eviews9 zalin Ao alaeYh Galidl slae] (e jradll
Fop el e
0o (Y% ) a2 sl b Jay 139 (49 Y)ady Jaead) daail) Jales G @
Alle Lol 88 (o um Allyy Sl 3 )
52 gl ol 1ag (+.00) e pal gt (¢ YY) ANVAN (se dad e
Alas) AN
L Bl 2gag a2e Je Ju l2ag (Y. +A) Durbin-watson 4. e
dashal) Ja¥) & ARDL g igai s guilis (V)ady Jgaad)

Variable Coeffient Std. Error t- Statistic Prob
LN_EX 0.63 0.07 8.042 0.003™
INFLATION -0.44 0.08 -5.007 0.037"

Eviews9 galiy Ao slac¥h Eald) slac) (e 1 juaal)

o dsaall Ga

pEs Ll dad Lvie 4l e By (421F) o) Cipall e dales e
(sl Uo7 Y ey i Gsed) Hdge Ol 1) ok

8l S8 Gaad) elal ey st 1y (4 E67) olu pdml Jalaae
cashll Jal) 3 (70 88) e bty sedl 50 8 /) loiey adcal)
LBl idse o admilly Capuall sand eSS dgng G i Las @
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el JalSill gaall JLES) (V)ad) Jgaad)

significance 1(0) Bound I(1) Bound
10% 3.12 4.25
5% 3.87 5.19
1% 5.15 6.36

F-Statistic = 7.84

Eviews9 zaliy Ao slaeVh Eald) slac) (e 1 jradl)
Lijlg ADle 35a9 Ao Ju 1a (( F-Statistic = 7.84>5.19) o Jsasll (e

cahaidl g Ja¥) dlsh
Uadlf raaal zgai (A)ad) Jgand)
Variable Coeffient | Std. Error | t- Statistic CAP Prob
C 0.034 0.018 1.82 0.223
D(LN_E X) 0.37 0.056 6.67 0.021™
D(INFLATION) -0.26 0.048 -5.47 0.031™
CointEq(-1) -0.69 0.112 -6.21 0.023™

Eviews9 zalin Ao alaeVh caalll slac) (et jieadll

Fox Blad) Jeaall e
CYY e alad) ()t S 55 Cpeall jra e

VYT e ol (08 JSE S pdail @
ol o 7 3903 (9) 8y Jsaal)

R-squared 0.84
Adjusted R-squared 0.78
Durbin-watson state 2.16
ECM Coefficient -0.69
Prob. 0.023

Speed of Adjustment 69.88%

Eviews9 zalin Ao alaeYh Galdl dlae] (e jaadll

162




v A g a - godadl g D ) - usbad) Alaall- [SSN 2709-2852— dssiaall g 4lal) o glall Al

o dra ol b e 13y (419.AA) @aly Qoaetl Aoy o gty Jsaall (e

dap Al 58 o Ju 1dag bl sl 8 Lgie ZTAA sl o Ggud)
(A AN lerall daad A ddlle 5eUS dgag Goudl
el olai) s (V1) o8 Jsaall

Years 1SX60 Growth % EXCHANGE | INFLATION
2019 493.76 - 1190 4.20
2020 508.03 +2.89% 1460.00 4.80
2021 612.35 +20.53% 1460.00 5.50.
2022 585.95 -4.31% 1472.00 6.50
2023 893.15 +52.44% 1310.00 5.20
2024 1073.00 +20.15% 1310.00 5.00

Eviews9 zalin Ao alaeYh Galll slae] (e jradll
G bl @l gjars atliginn ol (B OIS Y1 dle b Banll ol 54l
dle b lealsia Tt @llin OIS ¢ Ghall Ly e A duneal) Loaleai@Y) g Ll
B UgysS dadls e i)l o il < Goud) uad el Lag (YL Y
Lall el playl ) Galll @lld gies dacss 5@ Hagl ek VoY) Ll
sy Bsadl ol aali Hasall seka YA XY Gle by Al Cagyhall iy
ek YaYY e g LS Ay Tdle adall gl ) sl el
Lo el Sluall dad cuead ) ) Gl g3as ¢ sai Jaen el 54l
sasal ek YaYo e g cAihall (o) 3 o) A8 gl sl
A Gty Cpall pra bl ) Galll @y ghas Syl saill i)
o SO pgud Dle] jrw i o i 9 tagedld Adgudl dall dige
dilgs b Gl Jle Gl IS aaal) ey (gl Bl 5l gl (e g AT Al
GlSal (lenay) Llall b dlalall chskill sa)l age Ha5a0 12 cdicd
pas 53L) iad Adgud) Al 5315 o Saar c2LaBY) & (hay (Boadl 3 A gl
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i) milid - . ¢

5eli€ o J¥al aled el Hluall Copeall e o dush Lyl Al 25as ()
LBl ) Y] pe ) ujetd (Ghall 8 A GhsY) (e

bl & W 3LV e ey admill  ddacgie Lo ADle 25a (¥
LBlsaY) el ey adiall salia
Gom 86liSy pdamilly Hluall Cipa Jra Gn JaY) dligh d5)l5 ADle 35a (Y
Al slysY)

o 2 Gl A deda gl Ol e 13 (419.AA) @ialy Jiaaill de sy (¢
339 (ol (8 Ay b3 58 e Jay 1ds N 5l B Leie £T4LAA
(7 Al dises 3 Dl 5oUS
LBgul) dge o adimilly Capuall el aSIi il agag (O

Ale D 88 00 e lldy a5a0 8 bl (e (3Y% ) ek 35l (1
tGluaglll —Y. ¢

U On Cipeall Slaad b o ddadladly Capall jru b o S5 ()
L) L) s A Lgie by el (g5S 5l el

dgalsal Shall (53l clill Ui (10 claall (oAb (e 8IS cldaliiad oLy (¥
o bl

ol 3a0 (e BaldiaS AW e Uadll abas (¥

Gyl Al ge linles alall call 8l (¢

Ol U (ge JaY) Qish il 3 Coyeal) jaa il (e BaliaY) (0
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Ay rlye saalh dasls () 20all (1) alaall L Aala@Y) Ll sl
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