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Measuring the reciprocal relationship between fiscal policy and the
(exchange rate in Iraq for the period (1990-2019
Abstract
The financial policy is characterized by its great effect on the economic
activity. It has interrelationships with other economic policies. But the exchange
rate has no less importance than the financial policy in that it has such a great
effect on the other policies as it affects the macroeconomic variables. Moreover,
there are other mutual interrelationships among the economic policies including
that relating the financial policy and the exchange rate. The current study deals
with the mutual effect between the financial policy and the exchange rate in Iraq
during 1990-2019. The problem of the study is associated with the nature of the
political and economic conditions and the problems facing the Iraqi economy,
which resulted in a massive increase of public revenues and high inflation rates
due to the increased public expenditure, persistent budget deficit and the collapse
of the Iraqi exchange rate, especially during the nineties. They cast a shadow
over the Iraqi economy and impeded achieving the desired economic and social
goals.
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21 5231992 sle il a5 %150 sat ady (syim gad Jrmasg aalgll Yool sl 4 4231990

(=N el el el el el el ol el el )
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A< 5L 3000 Gl e (o alad saanll 1aa paial o5 I3 jeud A lagaas asly Nga JS
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o Vs JSI L 123251233 s plud i) 43l (glgal) Capeall jras el (pualall clls DU
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il gl ot § el | o ] | (o S | | Gl (Sl gl : e e |
el Ao diad s : Yol
lyarie 4yl il elya) a3 padll Dl sl JlaaiV) a2y 13 La ddjed]
Dickey Fuller Test (awsall jllgd S jLodl) sasgll jis Hlod) Gubi PA e Gl =350
1 YIS Hlaay) elld =i yeday (For Expanded Unit Root)
bl Glyiigag Capall jaw yasal (Dickey Fuller Test) sasgll jis jladl mil (3) Jsas
(2019-1990) saall Blall & LI
)

[REPWES| Probabilities
-4.374519 0.0022 culi as
-5.957464 0.0009 ple oladly culh aa
-4.170241 0.0190 ole olagly eyl aa
3.502466 0.0000 culi as

-3.275566 0.0510 ol slatly culs aa
2.447174 0.0163 oo slatly culi aa (e

JaaiVl U<

Eviews10 maliy alasialy jail) zl e slaeWl Gald) sacl et jacadl)

A il (2019-1990) (e 8aall Ghall 8 Aial Alld) o) Jaadls odel Joand) e
obidl) sassll Jds plos) Gadsi DA ey cAadlal) dsbiad) @ilydisey Capall jrw jdgal Aadalal)
e ahiinl o) 2x3 Dickey Fuller Test For Expanded Unit Root (awsall Hlgé S
oSly gsiall 2ie (TAX, TRANS, BLNS, REV, EXPND, EX) dailly dliiall cufyiall
xie (TRANS, EXPND, REV) (e JS i€ cua b ((TAX, EX) e JSI il an 9ass
Cull as s 0815 (sl die B Cuil<a (BLNS) W cale olaily <ol aa 3gass Liadd (ggicndl)
Lisins (g5 Lganen CilSh cilpiiall 4yl (g5ise Ligine Ll <Exogenous—None .le sladly
HI: B=) dladl dumdll Jui ellig %1 dosine (sieas USE (REV, EX) gpiia) lae L %35
(2019 —1990) (s s2all iyl aaas (Ao Joy Laa ((HO: B= 0) paall dicajp iy (1
@ Chaaaad) Gn kel ABle agay (A da 13 ple JSA0 Bifiae (555 5 Bansll A e Al
AR e yuadl daY)
S idal) Jalsal) jLad : Ll

JalSall Lia) Sy Lagin Ja¥) dbigh £yl 4Dl LI il o i) JalSal) ud
(Trace Test) ,3Y1 Lol Laa cpjlidl Geaty (sl (JOhANSON (jsuilaga) A e ol il
IDle il A Lad plaagy )M (Maximum - Eigen  Value) (gpmdll Aald) el Lol
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JalSil) Ll ehya) sy el el JalSill anie G SAS) dllia G5 ¢ Jatinall (e €00 Sl
t ) Janll b LS 23l ol i)
(2019 1990) saall d)’d‘ uj MJ_)JA]\ u).u_mﬂ «J)l&.d\ Jal&al) _)\.u;\ djh

AL A Jﬂ\ ems dah
Alternative heypo Null hypothe5|s

Trace Test Y Lai)

69.81889 483.3969
47.85613 283.2285
29.79707 156.8985
15.49471 61.33606
3.841466 18.50222

Maximum Eigen Value (ggwaill 453 daudl) Lis)

33.87687 200.1684
27.58434 126.3300
21.13162 95.56243
14.26460 42.83384
3.841466 18.50222

Eviews10 maliy aladialy jail) zl e slaeWl Gald) dacl (et jacadl)

anie g S @llia of i A1 jlas) @il of el edlel Joand) 3 5alsl UL e
Cilgaid) L) Al Al e Lustinall Aglany) Al (s iy @il JalSall Lasy
Trace test indicates 6 cointegrating eqn(s) at the 0.05 ) %5 Lisire (g5ina dics
Maximum Eigen Value Test (spadll 4013 Aol Hlaal Ll cdadh aaly yuiie lacle (level
lele Laal) Al o 5 dwtindl Ailasy) Al culS 3 Lad cilgaia (5) 2525 gt
Max-eigenvalue test indicates 6 ) %5 disies gsiua 2icg liad aaly i
O oY) Abigh 405l ADle a9a ) s Les o(cOintegrating eqn(s) at the 0.05 level
Gl G prie (i)
bl al) Las) ;B

EX REV, ) sl clyiial ehall aopsill sl @il cos 9 (5) dgaadl bl e
(Jarque — Bera) aubll mjgll jlosl il <yl «(BLNS, TAX, TRANS, EXPND,
ale ISas clpaiall @l dlebe s @lldyg X005 (2) =5.99] e J8 Lgiasd ol priall el
e S (probability) Ldlaay) gt Sl e a3 Laag canly yuxie haele Ll Lajgi 9w
1B < X% 05) e s Sl pall i Jo ias g ilysiiall JSI(0.05) isindl (g5
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;

u‘(Hl :JB > XOOS)&WE\&M\M)& ua&_)jél_u_uj:& Ry ")_u_mj\ (
Lu.uj:a& \Jt_l).u_mj\

Mean 1217.467 962.0796 40106.44 41068.52 1623.202 21045.26
Median 1240.000 -184.5240 29246.33 36712.30 542.6240 11968.14
Maximum 1972.000 25231.42 133107.6 119817.2 7212.607 68823.02
Minimum 4.000000 -27537.93 14.17900 4.228000 0.349000 0.576000
Std. Dev. 573.2120 11215.76 43773.24 43329.04 2130.410 24183.14
Skewness -0.939036 -0.139738 0.605909 0.441286 1.418746 0.742666
Kurtosis 3.262857 3.777081 1.979249 1.685396 4.012756 2.164740
Jarque-Bera 4.495313 0.852452 3.138044 3.133896 11.34630 3.629841
Probability 0.105647 0.652969 0.208249 0.208681 0.003437 0.162851
Sum 36524.00 28862.39 1203193. 1232056. 48696.05 631357.9
Sum Sq. Dev. 9528587. 3.65E+09 5.56E+10 5.44E+10 1.32E+08 1.70E+10
Observations 30 30 30 30 30 30

Eviews10 maliy aladialy jail) z e slaeWl Gald) dacl (et jaeadl)
A L) Lad) : la
gl culs oY) ehyal Ay danall it Sl G slal asaal PRESIR BN Y Y
: Lfale L
) Al Las) 53 (6) Jsas

Pairwise Granger Causality Tests

Date: 03/16/21 Time: 23:59
Sample: 1990 2019

Lags: 2
Prob. | F-Statistic | Obs Null Hypothesis:
0.9741| 0.07243 27 EX does not Granger Cause BLNS
0.9340| 0.14132 BLNS does not Granger Cause EX
0.0596| 2.91319 27 | REV does not Granger Cause BLNS
0.5172| 0.78334 BLNS does not Granger Cause REV
0.0069 | 5.40175 27 | TAX does not Granger Cause BLNS
0.6786| 0.51194 BLNS does not Granger Cause TAX

0.1563 | 1.93580 27 |TRANS does not Granger Cause BLNS
0.4381| 0.94398 BLNS does not Granger Cause TRANS
0.0596 | 2.91319 27 | XP does not Granger Cause BLNS

0.5606 | 0.70425 BLNS does not Granger Cause XP
0.6021 | 0.63338 27 | REV does not Granger Cause EX
0.0567| 0.21232 EX does not Granger Cause REV
0.7574 | 0.39583 27 | TAX does not Granger Cause EX
0.9966 | 0.01796 EX does not Granger Cause TAX
0.6935| 0.48955 27 | TRANS does not Granger Cause EX
0.9752| 0.07025 EX does not Granger Cause TRANS
0.6166| 0.60947 27 | XP does not Granger Cause EX
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0.9422 | 0.12833 EX does not Granger Cause XP

0.1848 | 1.77241 27 | TAX does not Granger Cause REV
0.0240 | 3.90353 REV does not Granger Cause TAX
0.5407| 0.73979 27 | TRANS does not Granger Cause REV
0.0669 | 2.79176 REV does not Granger Cause TRANS
0.5172| 0.78334 27 | XP does not Granger Cause REV
0.5606 | 0.70425 REV does not Granger Cause XP
0.0121 | 4.70633 27 | TRANS does not Granger Cause TAX
0.0965| 2.41565 TAX does not Granger Cause TRANS
0.0007 | 8.56360 27 | XP does not Granger Cause TAX
0.0029 | 6.53777 TAX does not Granger Cause XP
5.E-07 | 25.6889 27 | XP does not Granger Cause TRANS
2.E-05| 15.4324 TRANS does not Granger Cause XP

Eviews10 galip alasinl il i e slaeYh Gald) slae) (et juad)
Pl Lo alS) Al sladl il & slell UL (e Jaadlg

) 352 caaly o Selly BLNS 4yl slasly EX Cipeal) jeas (e s ADe 3525 pae — |
L Aall (el il 4y Sty Apalal) 5l DS Tsasd s o alle 58 (5lly Capeall
Mig Piia Lagil (51 BLNS dfpudlly REV  dalall cilaly ) o & Al 228 ¥~
Aalpdl Ao 5l Lo asiill @l o 3 gabami¥) shidl ae ddllie el sdag . ulay)
Aalad) Sl (8 T 5o Y Ll auag Leiy

BLNS daljd) (e Ale aag3 Y Lty (BLNS dalpudly TAX (ilpcall (s das ADle aagi —7
o Aise dale TAX il 05 (galai®¥) 3haidll ae 3i0 daill sday TAX Cilyall olasly
Aghaall & iyl L (585 Les BLNS /3l

! BLNS  Ziladlly TRANS duasSall cdbgatll of culile) o 5pdlie L ADle 22 Y —2
Ll Ay Pliiess Lagil

Mg s Lagil (5 BALANCE difjually EXPD il (s 8ydlie dse A8l 2ags Y — 2
Lo lasy)

Goe 0o 2353 Y Ly (EX Copuall jaug REV @iyl o 8pdle G ABle 2358y —
Gyl jaw o) 3 dihic e daml) sdag (REV Lalall cilaf )iy olail EX Gyl s o
Aol Al s dgag e dalad) Y] 8 S5

My (Miinea Lagil (51 EX Cipuall jaug TAX Cilhall G 83loe G A8ke 2253 Y —
Lo lasy)

@l EX Capall jauss TRANS da€al) cBlsatll of clle) o 8pdle danw dDle aag ¥ —7
LY Ay Dliiees Legil

My Pl Laghl 51 EX Gipall jawy EXPD il (p 5yl dupw ADle 225 Y —h
Lo lasy)
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O 58 Gully REV cilalyay) ol ailsall slasls TAX bl (g 8yilie L A8le 2253 Y —5
Sheall dllad arey Abiall Chaa Cann clahaY) e DES fi50 Y Gmn las JUB Cabual) il
Giball slash REV cilah ) g dane A80le aagi Lt o)yl Jlall aludll (e clali oyl
.TAX

lal¥) ) adlsally TRANS L oKall cdlsatl) of cliley) e 8dle A A8Dle 228 Y —
Clah¥) 83l of G Lilaie e ABA sdag . latV) Ay Dlites gl (sl (REV dalall
il b gl b Jpads Lol Le ClileY) o fig

O Pliies Legdl (5l REV dalall claly Y15 EXPD dalall culiaill (s G ADke 228 Y —J
gl 8 DESIanys Y 3hal) (b LasSall Gl of () dpa g c0malatV) DSy Loganss
LN Loy A5 40d daasSall il gaa 8 eolal) Gaas A oald suitie @lall) sS
) el b agdsl)

@ TAX  Ciilpally TRANS duaSall cdlgatll of clileY) (o il duw ADle aag Y —a
Lol Ay Dliiess Lagil

ALY agang ¢ pualat¥) Ay TAX ilypally EXPD dalall caliail) (g 8pile A A8le 352 —(y
coSally TAX Cifpall b A 38le Lgd (35$ 8 Gl 3 EXPD wlaad) of )

TRANS ZuasSall cdlgall 5 calilels EXPD LuesSall calaaill Gy dnae ADle g5 — (0
52l e Aw Ay il clileY) o ) (goliamy) laid) ae (3am Alall sdag cpalai¥) M
- Sallg )

B cipal) g L) Lkl @lpitia G Jabiall U (VAR) gisad Jilaty sl @ Lasls
: (2019 - 1990) saall (3)all

(Vector Auto Regression) (lall jlasiy) astie zigai padi =il (6) Jsas
Bayesian VAR Estimates
Date: 03/27/21 Time: 20:46
Sample (adjusted): 1991 2019
Included observations: 29 after adjustments
Prior type: Litterman/Minnesota
Initial residual covariance: Univariate AR
Hyper-parameters: Mu: 0, L1: 0.1, L2: 0.99, L3: 1
Standard errors in () & t-statistics in [ ]

TRANS

TAX

REV

EXPND

BLNS

EX

0.644502

0.057735

2.198164

1.625324

0.574005

0.452801

(2.66509)

(0.16980)

(3.71522)

(3.61695)

(2.47728)

(0.06588)

[ 0.24183]

[ 0.34001]

[ 0.59166]

[ 0.44936]

[ 0.23171]

[ 6.87289]

-0.000182

-0.008004

0.096158

0.032872

0.065448

-5.46E-05

(0.09716)

(0.00619)

(0.13547)

(0.13187)

(0.09107)

(0.00239)

[-0.00187]

[-1.29277]

[ 0.70983]

[ 0.24928]
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0.290957

0.274742

0.021960

-0.000255

(0.06134)

(0.00391)

(0.08556)

(0.08380)

(0.05699)

(0.00151)

[2.63392]

[ 2.50940]

[ 3.40053]

[ 3.27873]

[ 0.38535]

[-0.16899]

0.153057

0.005735

0.324989

0.269833

0.049334

-0.000266

REV(-1)

(0.05742)

(0.00366)

(0.08052)

(0.07798)

(0.05335)

(0.00141)

[ 2.66542]

[ 1.56845]

[ 4.03598]

[ 3.46037]

[ 0.92469]

[-0.18829]

2.710059

0.502905

2.837928

5.617012

-2.784724

-0.001313

TAX(-1)

(1.11645)

(0.07148)

(1.55615)

(1.51564)

(1.03730)

(0.02747)

[ 2.42738]

[ 7.03547]

[ 1.82368]

[ 3.70604]

[-2.68331]

[-0.04780]

0.121218

0.004797

0.221724

0.221125

0.000937

-0.000130

TRANS(-1)

(0.08940)

(0.00565)

(0.12369)

(0.12042)

(0.08243)

(0.00218)

[ 1.35594]

[ 0.84885]

[ 1.79258]

[ 1.83635]

[0.01137]

[-0.05933]

2814.309

221.2132

7857.043

6426.872

1440.267

731.9620

(4162.91)

(265.235)

(5803.65)

(5649.97)

(3869.49)

(102.718)

[ 0.67604]

[ 0.83403]

[ 1.35381]

[ 1.13750]

[0.37221]

[ 7.12594]

0.883861

0.831380

0.857687

0.897971

0.409208

0.617429

R-squared

0.852187

0.785393

0.818875

0.870145

0.248083

0.513091

Adj. R-squared

1.92E+09

21734828

7.50E+09

5.50E+09

2.15E+09

3062599.

Sum sq. resids

9333.459

993.9551

18463.70

15811.08

9896.364

373.1073

S.E. equation

27.90472

18.07847

22.09819

32.27072

2.539695

5.917612

F-statistic

21770.94
24276.50

1679.143
2145.579

42484.39
43383.96

41488.94
43876.44

995.4509
11412.76

1259.310
534.6999

Mean dependent
S.D. dependent

Eviews10 maliy aladialy jail) zl e slaeWl Gald) dacl (et jacadl)
el b dsg paall chsnall A a7 3l 4t dlia il giled) Joaad) mls DA o
Clytie o Loy 2alaid) (6,2 @l ysnadly Ll hosie (EX) Cipall jew of gyl aie —1
Lads [ TRANS(-1)TAX(=1)c REV(=1)c EXPND(~1) BLNS(-1) EX(~1)] aliies
625 Basly Basg laia (EX(—1) st dicy %l angins (gginn 2ie EX(—1) dogies s
Gl ol (e A ey Hunall ) calanll A agdlaie dai 25 0.452801 laze EX s
Lilias| Jsite (gina i L) Ailasall (SAY) cpuaial) Digina

N @ EX il jusndl b sl e %61 of ) i (R?) Jandd) apastl Jalas Ul
Jalse (A gm0 i) el 3 5l e %39 oy ¢lita Aalanall Al i) (& sl

NPYL\ P WEERE. I RERJUEC PR I W P

et el cilyaiie i) Zdliiall (5aY) il puaialy Ll i BLNS Zafjual) axt Ladie s =2
o188 TAX(-1) laele Lilan] Jsske (s5ien i ol Lgh Loy Aliicedd) culpriall digine Cagh ade
ke il Cidla (mlis) () (a5 Baals Baag Jlade oyt vies %1 (sis vie Ligins
e Al Akl euY) (385 Aaleall LAY Busall adgill adllie dagll sdag ¢(2.784724-)
Y cilall clss o () sedo Lee Al Sae amedds ) @age ibual) e g Ui O
2oanl) Jaleo Ao ailSy ¢ (3lyall o (s2laiV] adlsll (385 Layil ALl Al e 158 Ty
Oy L) Aalanall Al al) Jalgall ) (grar Ll 3 sl (0 %40 o s (R?) Janal
el & Jax ol ol Adlsdie (g8 @hus ) gyu %60
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