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Abstract

Global markets are witnessing rapid transformations in the field of Cryptocurrencies, such as
Bitcoin and Ethereal, which have become part of the modern financial system. With the
growing interest in these digital assets in Iraq, potential repercussions on the country’s financial
stability are beginning to emerge, particularly in a fragile economic environment heavily reliant
on oil resources and lacking advanced financial infrastructure. The volatility of Cryptocurrency
prices which can experience sharp rises or declines within short periods—affects individuals,
institutions, and even monetary policies, necessitating an examination of their impact on Iraq’s

econo my.
Iraq’s Financial Reality and Its Challenges

The Iraqi economy primarily depends on oil revenues, which account for over 90% of the state
budget, making it vulnerable to global oil price fluctuations. Additionally, the financial system
suffers from weak economic diversification, limited banking sector contributions to financial
inclusion, and a widespread informal economy. In this context, Cryptocurrencies represent a
relatively new phenomenon, with some Iragis turning to them for investment or money
transfers, especially amid difficulties in accessing traditional banking services or distrust in the

formal financial system.
Impact of Volatility on Individuals and Investors

Sharp fluctuations in Cryptocurrency prices directly affect individuals investing in them,

whether for speculation or as asset holdings. Rapid price surges may generate significant profits
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for investors, but sudden declines—as seen in previous periods—can lead to substantial losses,
particularly for those using borrowed funds or personal savings. In Irag, where unemployment
and low-income levels prevail, such losses could exacerbate economic burdens on households

and deepen poverty and inequality.
Risks to the Banking System and Private Sector

Although Cryptocurrency transactions in Irag remain limited compared to other countries, the
absence of a clear legal framework regulating these assets increases risks. Iragi banks do not
officially deal with Cryptocurrencies, but some companies and individuals may rely on them
for money transfers or international transactions, especially under financial sanctions facing the
country. Price volatility poses a threat to the liquidity of these entities, and a collapse in

Cryptocurrency values could trigger crises in the financial obligations of dependent businesses.
Regulatory Challenges and Monetary Policies

The Iragi government and central bank face difficulties in monitoring Cryptocurrency
transactions due to their decentralized nature and occasional user anonymity. This complicates
the formulation of effective monetary policies and weakens efforts to combat money laundering
or illicit financing. Furthermore, significant Cryptocurrency price fluctuations could affect
demand for the local currency (the Iragi dinar), especially if savings shift toward digital

currencies to escape inflation or political instability.
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