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Abstract

The importance of the role played by the interest rates in the national economy
stems from the nature of using it as one tool of the used tools by the critical policy in
achieving the objects that is targeting them, the change in the interest rates generating
discrepancy reactions for the public including those (saving and investors) , also
influence in distributing the available funds for investment for the most income projects
through effecting in extent of utility of the same project.

Using the interest rates by the monetary policy stems from using them as a tool or
an mediator or final object and due to nature of the system under which this monetary
policy functioning.

The interest rates which was assigned administratively in Iraq before 2003 till the
prime 2004 , now it has become buoyant and free and assigned within the context of the
market powers, the monetary authority at that time used the interest rates as direct
monetary tool restricted to cash and monetary imbalance in economy, the interest rates
has characterized by prevalent stagnation and not talcing in to consideration the
continuous increase in general level in prices that made the banking system infertile in
attracting the local saving because of the existence of negative genuine interest rates ,
and after giving the central bank its independence in running its monetary tools to
achieve its objectives according to its new law and after releasing the freedom of
assigning interest rates for the market powers, the interest rates has become used as one
of mediator tools or the functionary of monetary policy and path of monetary policy in
implementing and achieving the final object began to pass-through the interest rates as
mediator aim , this procedure has succeeded in implementation and achieving the
monetary policy objectives such as limitation of inflation and to confront its increasing
rates and to cause its decrease , also reaching to relative stability state in general level of
prices , in addition to improvement of local currency value, the process of releasing the
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interest rates also led to generate positive genuine interest rates through going in line
with increasing of general level of prices that enhance the increase in saving and
attracting the funds from the commercial banks that leads to activate the banking system

JSfunction which serve the Iraqi economy.
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