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MEASURING THE IMPACT OF INTEREST RATES ON
INVESTMENT SPENDING, INFLATION, AND UNEMPLOYMENT
IN IRAQ FOR THE PERIOD (2000-2020)

DR. ZAHID. Q. BADAN
college of administration and economics al-qurna
university of Basrah
zahid.beden@uobasrah.edu.ig

Abstract:

The interest rate is considered one of the effective monetary
policy tools that has a major role in influencing the economic
activity, especially macroeconomic variables. the researcher used
econometric analysis to determine the effect of the interest rate
and predict the nature of the relationship to the future through
joint integration, relying on a set of tests, including stability tests,
and then he relied on the cointegration test to determine the long-
term balance between the variables. However, the study found
that the cointegration between the variables used is existed, and
then he relied on simple regression analysis to show the effect of
the interest rate on iragqi economic activity through gross
domestic product, inflation, and unemployment during the study
period. Furthermore, the study has set a number of conclusions
and recommendations, the most important of which is the
existence of a long-term balance between the interest rate, gross
domestic product, inflation, and unemployment, which means
that the interest rate is capable of correcting structural deviations
and imbalances in the iragi economy during the long term. The
researcher concluded the ineffectiveness of the interest rate in the
Iragi economy during the short term because the economy suffers
from structural problems.
keywords: interest rate, investment spending, inflation,
unemployment, cointegration
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UNIT ROOT TEST RESULTS TABLE (ADF)

Null Hypothesis: the variable has a unit root

At Level
IR GDP UNM INF INV
With Constant t-Statistic -2.774 -1.398 -1.557 -4.342 -1.610
Prob. 0.0792 0.5622 0.4840 0.0032 0.4592
no no No Hk no
With Constant t-Statistic -3.114 -1.112 -1.500 -4.531 -1.418
& Trend
Prob. 0.1298 0.9012 0.7927 0.0094 0.8229
no no No Hoxk no
Without t-Statistic -1.074 0.535 -0.926 -0.729 -0.503
Constant &
Trend
Prob. 0.2457 0.822 0.3029 0.3865 0.4852
Significan no no No no no
At First Difference
d(IR) d(GDP) d(UNM) d(INF) d(INV)
With Constant t-Statistic -5.727 -3.160 -2.960 -6.283 -3.969
Prob. 0.0002 0.0388 0.0581 0.0001 0.0075
*k*% no no *kk **
With Constant t-Statistic -5.560 -3.284 -5.743 -6.079 -3.982
& Trend
Prob. 0.0014 0.0987 0.0016 0.0006 0.0284
*kx no *kk *% *%
Without t-Statistic -5.841 -2.960 -2.955 -6.490 -4.017
Constant &
Trend
Prob. 0.0002 0.0053 0.0055 0.0000 0.0004
Slgnlflcan *k*% ** ** *kk *kk
a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the
1% and (no) Not Significant
b: Lag Length based on SIC
c: Probability based on MacKinnon (1996) one-sided p-values.
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Date: 08/09/23 Time: 14:49

Sample (adjusted): 2002 2020

Included observations: 19 after adjustments

Trend assumption: Linear deterministic trend

Series: IR GDP UNM INF INV

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized 0.05 Trace
No. of CE(s) Critical Value Statistic Eigenvalue Prob.**
None * 69.81889 81.14075 0.813252 0.0048
At most 1 * 47.85613 49.25883 0.699221 0.0367
At most 2 29.79707 26.43260 0.668092 0.1163
At most 3 15.49471 5.477563 0.187789 0.7562
At most 4 3.841466 1.525654 0.077158 0.2168

Trace test indicates 2 cointegrating eqn(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)

Hypothesized 0.05 Max-Eigen

No. of CE(s) Critical Statistic Eigenvalue Prob.**
Value

None 33.87687 31.88192 0.813252 0.0849
At most 1 27.58434 22.82623 0.699221 0.1810
At most 2 21.13162 20.95503 0.668092 0.0529
At most 3 14.26460 3.951909 0.187789 0.8644
At most 4 3.841466 1.525654 0.077158 0.2168

Max-eigenvalue test indicates no cointegration 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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Method: Least Squares

Date: 09/08/23 Time: 14:43

Sample: 2000 2020

Included observations: 19

Dependent Variable | Coefficient | Prob | Adjusted F- | Durbin-
Variable R- | statistic | Watson
squared stat

(DLOG(IR)) -1.800 | 0.602 0.60 | 10.04 2.05

(DLOG(GDP))

(DLOG(INV)) | (DLOG (IR)) -0.015 | 0.091 0.44 | 1041 2.00
(DLOG (DLOG(IR)) 0.091 | 0.061 021] 9.07 2.02
(UNM))

(DLOG(INF)) | (DLOG(IR)) -3.76 | 0.027 0.71 8.59 2.00

(Eviews 12) gabip il o slalie VL Galad) dae) e Jgaad) 1 jaaal)
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