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Measuring the impact of certain monetary variables on the exchange rate in the Iraqi
economy for the period (2004-2024) using the VECM vector error correction model
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Abstract The exchange rate is one of the most important monetary
indicators reflecting the performance of the national economy,
representing a fundamental pillar upon which the economies of both
developed and developing countries rest. Most governments strive to

adopt policies that ensure the stability of the local currency to avoid

Keywords:  Exchange rate, sharp fluctuations that could weaken confidence in the national
monetary  policy, monetary economy. The exchange rate holds particular importance within
variables, economic monetary policy, as it is sometimes used as an intermediate target or an

implementation tool, and sometimes as an indicator of the economy's
competitiveness through its impact on elements of economic growth
such as investment, trade openness, inflation, money supply, foreign
trade, and foreign exchange reserves. This research aims to analyze the
nature of the exchange rate in Iraq and study the impact of a set of

performance.VECM vector error

monetary variables on it during the period (2004-2024), using the
Vector Error Correction Model (VECM). The study reached a set of
conclusions that can contribute to reducing exchange rate volatility and
enhancing its stability. The study concluded that Iragi monetary policy,
despite its success in achieving relative exchange rate stability through

currency auctions and foreign reserves, has not yet achieved significant
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77.4 1232 1.86 55108602 73830964 39,0 10,4 2014
66.3 1214 2.24 64622557 72087457 43,2 98,5 2015
53.7 1228 1.44 41214037 73970221 48,5 57,6 2016
453 1229 1.46- 15894000 74298841 57,3 51,7 2017
65¢6 1200 0.19 16464.5 75231690 37,8 BIAS 2018
699 1200 0.4 13820.3 74609333 45,8 86,3 2019
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714 1200 0.8 531,509 74706543 68,7 88,5 2020
75.3 1200 1.87 16894000 74596843 73,5 89,7 2021
90,5 756 1200 1.19 15434.5 78831621 77,8 2022
92,3 6478 1200 1.4 198720.3 78909653 85,8 2023
93,5 679 1200 1.8 198950.9 84708741 88,7 2024
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Ay O 8352l ) aa bl sl Al o ol (Gsin %90 danssy
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Dbl (s B g ) ) g5 2358 Gase 83l O (e ccipall jrag
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e %51 don e Al chpad) of e dy beoddgall Al
ol sy (LM Test) Sl Llo¥) chlas) &8 ol .5
oailad ade S i)Y cDIShe e zsalll gla e (Breusch—-Pagan)
el ABsise Gims Las ccull
On JaY) Alighag 8yl Al Uadl) s 7 3500 s (3) Jsan
(Crall you) Ao a5l (IM,FDLINF,MSS,EX,IM,R,OPN)

CointEq(-1) Prob Long Run Prob Long Run Prob Long Run Prob Long Run
Coefficients(EX) Coefficients(IM) Coefficients(ER) Coefficients(IR)
-1.45632 0.05 0.87652 0.81 -1.3462 0.83 71.3426 0.82 -269.6969
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G AL Gl e Slamd dball A
umy palatll @l a2e e (ER) 5 (IM,FDLINF,MSS,EX,IM,R,OPN)
s el s oY ¢ sl e ((34 .0 )5 (0.41) &) (RAF) adlas)
(0.05) o ST &l Ligine
o oailatll Sl paeg (SN LLa V) Lad) gl (4) Joas
(ER) s (IM,FDL,INF,MSS,EX,IM,R,OPN)

F-Statistic 1.024181 Prob.F 0.45
Obs*R-Squared 10.14369 Prob.Chi- Squared 0.20
F-Statistic 1.316967 Prob.F 0.41
Obs*R-Squared 20.83644 Prob.Chi- Squared 0.34

Eviews]2 Loy melidl o slae Y Zall) dee (3ot yreadl

Glaxall tadlly clpiiall cOllas (5) Jsan
(ER) s (IM,FDLINF,MSS,EX,IM,R,OPN)

Valuep t- statiastic 5 Jbnal) Uaal Al Sl el Clalas
0.2666 1.14855- 1.06691 1.225- C
0.5800 0.56416- 0.08783 0.496- D(DF)
0.0091 0.56416- 1.7689 2.02- MSS
0.0406 0.06783 105.665 7.153 D(OPN)
0.0068 1.07888- 0.00026 0.0028- FDI
0.0089 0.22777- 0.04232 0.0096- D(EX)
0.0089 2.27774 0.06295 0.14955 D(IM)
0.3688 2.923214 0.05801 0.05356 R
0.0262 2.435846- 0.369299 0.8995- U(-1)
0.0027 - - 2.2235 F
----- == == 1.2869 DW

- - - 0.086 LM
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Dependent Variable :ER Dependent Variable :EX
Excluded Chi—sq df Prob Excluded Cchi — sq df Prob
EX 45.572 2 0.0000 ER 0.10141 2 0.9506
m 11.091 2 0.0039 ma 0.75593 2 0.6853
INF 3.5777 2 0.1672 INF 1.31619 2 0.5178
MsSs 29.5159 2 0.0086 MSsSsS F-T78244 2 0.0204
OPNMN 1.-5510 2 0.0460 OPMN 6.13723 2 0.0465
R 3.2869 2 0.1933 R 5.64574 2 0.0594
ALL 289.032 12 0.000 ALL 45.9832 12 0.0000
Dependent Variable : IM Dependent Variable H INF
Excluded Chi — sq df Prob Excluded Chi — sq df Prob
ER 0.3496 2 0.8396 ER 1.7973 2 0.4071
EX 0.4607 2 0.7943 EX 0.1316 2 0.9363
INF 1.6526 2 0.4377 m 0.3217 2 0.8514
MSS F-3710 2 0.0251 MSS 0.2002 2 0.90438
OPN 4.4027 2 0.1106 OPNMN 0.3325 2 0.84638
R 2.8572 2 0.2396 R 0.0189 2 0.9905
ALL 29.9616 12 0.00238 ALL 11.5640 12 0.4813
Dependent Variable : MSS Dependent Variable : OPN
Excluded Chi — sq df Prob Excluded Chi — sq df Prob
ER 5.48623 2 0.0064 ER 0.81130 2 0.6665
EX 65.9663 2 0.0000 EX 3.05814 2 0.2167
M 25.6822 2 0.0000 IM 0.91947 2 0.6315
INF 6.79711 2 0.0334 INF 0.53309 2 0.7660
OPN 5.03896 2 0.0805 MSS 0.84482 2 0.6555
R 0.18436 2 0.9119 R 1.32773 2 0.5149
ALL 353.520 12 0.0000 ALL 23.22533 12 0.5149
Dependent Variable : R Dependent Variable : FID
Excluded Chi — sq df Prob Excluded Chi — sq df Prob
ER 0.30665 2 0.8578 ER 43.0976 2 0.9864
EX 1.96414 2 0.3779 EX 4.07654 2 0.9321
M 2.17429 2 0.3372 IM 5.98234 2 0.0543
INF 1.34175 2 0.5113 INF 7.0957 2 0.4329
Mss 1.97785 2 0.3720 Mss 3.87109 2 0.0823
OPN 5.06368 2 0.0795 OPN 31.8761 2 0.6543
ALL 25.1524 12 0.0141 ALL 52.9865 12 0.0432
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