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Measuring and analyzing the inflation response to the money
supply shock in the Iragi economy!”

Assist. Prof. Ali Wahaib Abdallah Assist. Prof. Dr. Sameer Siham Dawood
Diyala University Baghdad University
College of Administration and Economics College of Administration and Economics
aliwaheebeco@uodiyala.edu.iq dr.sameeralkafaji@coadec.uobaghdad.edu.ig
Abstract

The research aims to measure the impact of the response of the inflation rate
to the money supply shock. Access to results includes the use of standard methods,
where the standard model was built according to quarterly data and through the use
of (STATAL7) program. The research found a long-term relationship
(cointegration) between the variables (money supply, inflation) according to the
cointegration model ARDL and DYNARDL, as an increase in the money supply
(LNMS) by (1%) will lead to an increase in the inflation rate (LNINF) by (0.81).
%), and the opposite occurs in the case of a decrease, assuming that the other
factors affecting the model remain constant. And when a shock occurs in the
economy, the effectiveness of the money supply in affecting the inflation rate will
differ from what it was before the shock, as the shock will increase the
effectiveness of the money supply towards the inflation rate by about (200%) than
it was before the shock, just as the independent variable (money supply) It explains
about (72%) of the changes in the inflation rate as a result of the shock in the
economy. When the money supply (LNMS) increases by (1%), it will lead to an
increase in the rate (LNINF) by (2.49%), and the opposite happens in the case of
inflation. overflow Therefore, one of the most important recommendations is the
need for the monetary authority to develop a more effective monetary policy to
achieve the basic goals of internal balance through coordination with other policies.
Key words: Money Supply, Inflation Rate, Shock Response, Cointegration Test.

(*) The research is extracted from a PhD thesis of the first researcher.
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Dlia) Lein LeS Lol ol ¥ A0S e Jlad Y pail) 23 saill 31 5 ()3 I3 (e Sl
Js8 Jills (%5) o= SI 2 5(0.1837) 41 (Prob) 4es &l 3 «(Breusch-Godfrey)
LS Gplill @l aae A e (Al W 3 sl Gl g LS i) (i ydll (b ) 5 aaall a8
O ST 48 (0.2178) 41 (Prob) 4d Cus (Breusch-Pagan-Godfrey) Juisl leaa o
o adall 23 saill ary s LaS e Qi) im il (ad 5 edadl (i 58l J 58 iy Las (%5)
(Ramsey RESET) (Ramsey Regression Equation Ld) Leidh LS Cava il
Ll (P-Value) 4 0l 5 (1.60) F ksl 4las) 4ad 415 3) Specification Error Test)
()



S8 al) SLaBY) 3 il im e Aadeal pdil Al Qi g g

zasall O (sl Janl) i 8l Jgi g aaall (5 iy im Laa (%5) (= ST 8 (0.1982)
B e jadall 23 gaill Cilales Of Ay e Sad Cayom i) Uad A 0 (e S sl
& il i ) 3 ((CUSUM & CUSUM-Squared) s sl Leaa 51 LS (Stable)

) ) iy g aall (ym g (i Laa A8 (538 O e

ARDL gisai 32 &l i) @il (3) Jyaad)

Source SsS df MS Number of obs = 68
F(6, 61) = 42.93

Model 97 .8590514 6 16.3098419 Prob > F = ©.0000
Residual 23.1731576 61 .379887829 R-squared = ©.8085
Adj R-squared = ©.7897

Total 121.032209 67 1.80645088 Root MSE = .61635

Breusch-Godfrey LM test for autocorrelation

lags(p) chi2 df Prob > chi2

1 1.768 1 ©.1837

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of D.lniinf

chi2(1) = 1.52
Prob > chi2 = ©.2178
Ramsey RESET test using powers of the fitted values of D.lniinf
Ho: model has no omitted variables
F(3, 58) = 1.60
Prob > F = ©.1982
(STATA 17) Sas¥! G.AL'\)J\ Tt lalll slac) cpe Jsaadl 1 jaaad)
OLS cusum plot of D Iniinf Recursive cusum plot of D.Iniinf

with 95% confidence bands around the null with95% confidence bands around the nul
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ARDL gisai allea ) &Y (Cusum—Q)s (Cusum) JEa) (2) Jsid
(STATA 17) as¥l galidl ) Taliiad (lialdl die] (e JEI 2 j0aal)
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poail) Jasa) Ganall (5 e Gp JaY) Al 4y ine Ao 250 5 (4) Jsaall (e Baaly
A3 (e Szmd oyl aall Ga S (T Libean Yl daiill of 3 (LNMS 28l (e (LNINF
OV A el Gl J a5 prall myd (il iy Laa (%5) e JET (P-Value)d 4es o
4y (LNINF) paeaill Jama 335 (Al 535008 (%1) 4t (LNMS) 283 G e 3045
o8 4 A 6l Jsaan die @l (e Siad (alaasyl dlla 8 GuSall Juany 5 ¢(%0.81)
Ao yuns o) sl Uadd) mamaai 73 g dpmgas Jyshall JaG 0305l e il JaY1 3 2830)
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2l (e 5 aduzill Jase (g Ja¥1 Al sha 403 )k 483e 25a 5 (4) Jsaadl e G
Jane oy Jgeand Gl (63 50 Lipna Ly 5 ) (22 yay i 5l J gems ie 4l ) <31 2l
S Gy Tala) ) o) SLai@ () I T plas ednail) @l e (%81) s 31 all adzal)
e by e aalil) g il e 3ol (L 5 (o) i) o ladl) g ladl) 8 45 L alaes
Vs cadnaill Jaza Ao GuSaiin Al 5 o) i) 28K 50l 3 sa s (B jed) Hlnall (o yua
DAY amdiy g B e ey (Al 5 50l jmas (add die 451

ARDL 3sai sl il (4) Jgaad

ARDL(3,2) regression
Sample: 20059l - 202194 Number of obs = 68
R-squared = ©.8085
Adj R-squared = 0.7897
Log likelihood = -59.886375 Root MSE = 0.6164
D.1lniinf Coef. Std. Err. t P>|t] [95% Conf. Interval]
ADJ
1niinf
L1. -.1115869 .0539824 -2.07 0.043 -.2195313 -.0036425
LR
1nms .8076327 1.638422 0.49 0.624 -2.468594 4.083859
SR
1niinf
LD. -.0419654 .0882639 -0.48 0.636 -.2184599 .1345291
L2D. .3083815 .062862 4.91 0.000 .1826812 .4340817
1nms
D1. 3.38969 .2473835 13.70 0.000 2.895016 3.884364
LD. 1.925468 .3140256 6.13 0.000 1.297535 2.553401
_cons -1.688877 2.746325 -0.61 0.541 -7.180493 3.80274

(STATA 17) Fas¥) g all Y okt Glalll dhae) (1o J 52 2 jiecaal

:DYNARDL gigai i V¥
sbany) juuddl) |

(Prob) A JA (e elldg dle JS5) (5 sina i) 23 saill G (5) Jsanll il jpds
OV aS el (i) J s 5 orall i pdll (md ) il (%5) e J31 (o8 5 F Asilan
el ya adnaill Jare 8 Alalall @l i) e (%72) () sn iy (881 i se) Jiaa) yriiall
530 (5358 (%1) s (LNMIS) 2583 a ye 335 die csbea®®¥) b deviall J goas
Rl s 8 GSall diany s (%2.49) Aty (LNINF) Jaxe

(M)
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DYNARDL g2 gai i @il (5) Jgaal)

Source SS df MS Number of obs = 71
F(3, 67) = 60.99

Model 216.288064 3 72.0960212 Prob > F = ©.0000
Residual 79.2055285 67 1.18217207 R-squared = 0.7320
Adj R-squared = 0.7200

Total 295.493592 70 4.22133703 Root MSE = 1.0873
lniinf Coef. Std. Err. t P>|t] [95% Conf. Interval]
L1 _1niinf . 8726405 .0798118 10.93 0.000 .7133355 1.031946
L1_lnms -2.479577 .3584126 -6.92 0.000 -3.194972 -1.764183
__1lnms 2.492551 .4096008 6.09 0.000 1.674984 3.310117
_cons -.1591359 3.859129 -0.04 0.967 -7.861989 7.543717

(STATA 17) tan¥ gealisal) N okl lalll slae) (e Jsaall 3 jdeaall
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138 5 edlall Gl 5 s 5550 sadl s (e 2 50 2 5 ol LY e aodadll gl il
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Jame b Ll Chagy 8l (= je 8 Luill el aY) (e A sanes (5 38 el il 58
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