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This research dealt with measuring the impact of the exchange rate as a tool for monetary policy to target inflation
and keep it low and volatile around its target level through managing the official exchange rate determined by
economic policy in Iraq according to the fixed exchange rate system. The research adopted a theoretical
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conceptual framework for inflation and inflation targeting and explained the concept of the exchange rate and
the exchange rate channel, the transmission of the impact of the monetary policy targeting inflation. The first
two chapters dealt with the descriptive graphic analysis of inflation and the exchange rate, and discussed and
described the most important reasons that led to the continuation of inflation, as well as the writer of the Central
Bank's policy to target inflation after 2008, which adopted the exchange rate as a nominal anchor for inflation
instead of interest. The second chapter dealt with diagnosing the model variables and building the standard model
for the estimated relationship for the purpose of standing and verifying the mathematical and economic logic and
formulating the relationship in an expressive mathematical model. One of the most important results was to
verify the significance of the relationship estimated by standard between inflation and the exchange rate by
accepting the study's alternative hypothesis, as it was possible to reveal an inverse effect of the exchange rate in
curbing inflation after 2008 and the years that followed, by using the distributed autoregressive model, and
diagnosing the significance of the long-term relationship between the two variables. The research concluded
with the conclusion of the importance of the Central Bank continuing to target inflation, reaching the
recommendation within the framework of the validity of the hypothesis established for the two variables during
the study period to focus on the sustainability of targeting inflation with the exchange rate as an effective tool
for overall stability.
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Null Hypothesis: D(EX,2) has a unit root
| Exogenous: Constant
Lag Length: 9 (Automatic - based on SIC, maxlag=9)

Prob. | t-Statistic \
0.0733 | -2.739748 | Augmented Dickey-Fuller test statistic
-3.542097 1% level | Test critical
values:
-2.910019 5% level
-2.592645 10%
level
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MacKinnon (1996) one-sided p-values.

Null Hypothesis: INF has a unit root

| Exogenous: Constant

Lag Length: 10 (Automatic - based on SIC, maxlag=10)

Prob. | t-Statistic |
0.0670 | -2.782870 | Augmented Dickey-Fuller test statistic
-3.548208 1% level | Test critical
values:
-2.912631 5% level
-2.594027 10%
level

MacKinnon (1996) one-sided p-values.
Augmented Dickey—Fuller Test Equation
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Date: 04/09/24 Time: 17:07

Sample (adjusted): 2 33 DEX
Included observations: 32 after adjustments

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
[ [ 1 -0.098 -0.098 0.3388 0.561
I [ 2 0064 0.055 04860 0.784
! ' ! ! ' ! 3 0.055 0.067 0.5996 0'897Date: 04/09/24 Time: 17:05
=N = 4 0211 0223 23308 0.675sSample: 133 INF

luded ob i H
! ' ! ! ' ! 5 -0024 0014 23548 0'798Inc:utgcoorreslzzi\;ar:lonsPaazrtial Correlation AC PAC Q-Stat Prob
I [ 6 -0.035 -0.070 2.4067 0.879
col v 7 -0.039 -0088 24740 0929 = L | 30535 0930 1223 Snee
| ' | | . | 8 0.051 -0.003 2.5900 0.957 = [~ ) 3 0.189 0.166 17.897 0.000
= I = 9 -0.251 -0.245 55720 0.782 P C 5 0030 005 18816 0003
[ I I = 10 -0.086 -0.129 5.9411 0.820 : ' ' r ' & 0087 0185 18635 0005
[ I 11 0.030 0.060 5.9883 0.874 [ cod 8 0.038 -0.088 19.491 0.012
cl v L 120088 0040 64071 0894 b Cobr .3 9%32 9gze 1sess gem
g I 13 -0.058 0.047 6.5988 0.922 . : , . 'L . 11 0.002 -0.064 19.562 0.052
N | 140049 0007 67417 09as | mf | |33 59%5 9933 13393 598
T [ 15 0.014 -0.013 6.7539 0.964 , : , \ : ! 14 -0.072 0.048 19.960 0.131
- - ' ' ' ' 15 -0.091 -0.032 20.493 0.154

! ' ! ! ' ! 16 -0.021 -0.026 6.7837 0.977 [ | ' [ | ' 16 -0.110 -0.079 21.314 O0.167
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ARDL Bounds Test
Sample: 1990 2022
Included observations: 71
Null Hypothesis: No long-run relationships exist
F-statistic Result
1467.200 | K=2 Reject HO
Critical Value Bounds
10 Bound 11 Bound Significance
3.45 4.22 10%
3.66 4.33 5%
4.41 5.44 2.5%
5.15 6.36 1%

YA¢E




Yo alal S92 o pi (¥) 5 pud1 (0) dukad o1 o ghald ol v

R-squared 0.793342 Mean dependent -8.085643
var
Adjusted R-squared 0.793324 S.D. dependent 75.05985
var
S.E. of regression 4.765643 Akaike info 6.341341
criterion
Sum squared resid 241.3045 Schwarz criterion 6.977665
Log likelihood -59.66709 Hannan-Quinn 6.365786
criter.
F-statistic 705.2514 Durbin-Watson 2.110290
stat
Prob(F-statistic) 0.000004

(EViews 1Y) Ll e Gaalll dac) 1yl

RDL Cointegrating And Long Run Form
Dependent Variable: INF
Selected Model: ARDL (5, 0, 4)
Sample: 1990 2022
Included observations: 71

Cointegrating Form

Variables Coefficient Std. error t-stat Prob
D(INF (-1)) 1.108087 0.044409 31.511340 0.0000
D(INF (-2)) 1.053269 0.027256 37.411254 0.0000
D(INF(-3)) 0.437449 0.077493 30.243241 0.0000
D(INF(-4)) 0.467231 0.023429 32.754228 0.0000

D(EX) 0.610988 0.105554 5.973598 0.0001
D(EX (-1)) -0.793922 0.087688 -10.919573 0.0000
D(EX (-2)) 1.2887536 0.070332 19.186008 0.0000
D(EXP(-3)) -0.7854355 0.053248 -18.386647 0.0000
CointEq(-1) -2.7555498 0.055146 -58.318488 0.0004

Cointeq = INF - (-0.0004* -0.159088*EX + 1.46576)

Long Run Coefficients
EXGAP -0.159088 0.012523 -12.703373 0.0000
C 1.46576 0.419500 3.277793 0.0099
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Annual Official Market Years
inflation% exchange exchange
rate rate
51.6 0.3108 4 1990
186.5 0.3108 10 1991
83.8 0.3108 21 1992
204.6 0.3108 74 1993
492.1 0.3108 458 1994
3514 0.3108 1674 1995
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15.4- 0.3108 1170 1996
23.1 0.3108 1471 1997
14.8 0.3108 1620 1998
AEVA 0.3108 1972 1999
4.9 0.3108 1930 2000
164 0.3108 1929 2001
19.3 0.3108 1957 2002
33.6 1896 1930 2003
26.8 1453 1453 2004
37.1 1469 1472 2005
53.1 1467 1475 2006
30.8 1255 1267 2007
12.7 1193 1203 2008
8.3 1190 1182 2009
2.5 1190 1186 2010
5.6 1190 1184 2011
6.1 1190 1233 ARRA
1.9 1190 1232 ARRAY
2.2 1190 1214 Yoy
1.4 1190 1265 Yare
0.5 1190 1275 Yo7
0.2 LD YYOA 2017
0.4 AR AR 2018
-0.2 YYAY DR 2019
0.6 1243 VA YY 2020
6 yéo. YFVE 2021
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