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The impact of conventional monetary policy tools on Private
Investment in Iraq for the Period(2023-2005)
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Abstract:

The Main objective of this paper is to investigate the impact of conventional monetary
policy instruments on private investment in Irag over the period 2005-2023 using an
autoregressive distributed lag (ARDL) model. The results indicate a long-term
equilibrium relationship between private investment and monetary policy variables in
Irag. When estimating the parameters, the broad money supply (M2) was the only
monetary variable with a significant impact on long-term investment. In the short term,
the most effective monetary variables influencing private investment were broad money
supply, legal reserve requirements, and the interest rate (policy rate). However, the other
monetary variables included in the model had no significant impact on private investment
in Irag, whether in the long or short term. The researcher recommended improving and
developing the management of monetary policy instruments to enhance their role in
stimulating private investment in Iraq and raising the level of monetary policy in
managing the Iragi banking system. He also recommended giving the banking system a
role in international and regional transactions to increase its efficiency in encouraging
investment .

Keywords: conventional monetary policy tools, Private Investment, Money Supply,

Policy Rate, Reserve requirement ratio, Inflation rate, exchange rate <ARDL Model .
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. Level First Difference
Variable
Constant and Constant and
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Lex -2.208489 (0) -2.308165 (0) | -8.502521 (0)** | -8.597083 (0)**
int -1.266127 (0) -1.634025 (0) | -3.599735 (3)** -3.756577 (3)*
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ARDL gisai i gl (4) dssa

Selected Model: ARDL (1,1,1,0,0,0)
Variables Coefficients Std. Error t-Statistic Prob.
Lpv(-1) 0.824765 0.042218 19.53586 0.0000
Lm2 -1.302609 0.320611 -4.062893 0.0001
Lm2(-1) 1.680586 0.323456 5.195720 0.0000
Lrecr -0.289902 0.115351 -2.513207 0.0114
Lrer(-1) 0.163661 0.106775 1.532766 0.1301
Lex 0.110670 0.411381 0.269020 0.7888
int 0.171903 0.115846 1.483899 0.1426

T 0.105494 0.404592 0.260743 0.7951
C -3.334437 2.553677 -1.305740 0.1962
R? 0.986157 Mean dep. var | 14.04191
Adjusted R? 0.984479 S.D. dep. Var | 1.228700
S.E. of Reg. 0.153074 AIC -0.803624
S.S. resid. 1.546489 SC. -0.525525
Log Likelihood | 39.13589 H-Q -0.692582
F-Statistic 587.7289 D-W 2.083746
Prob.(F-St.) 0.000000
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Significance 10% 5% 1%
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F- statistic 0.253537 | Prob. F(1, 72) 0.6161
Obs* R-squared 0.259665 | Prob. y2(1) 0.6104

Dependent Variable: RESID/?
Method: Least Squares

Variable Coefficient Std. Error t-Statistic Prob.

C 0.021911 0.006828 3.208818 0.0020
RESID"?(-1) | -0.059260 0.117691 -0.503524 0.6161

R? 0.003509

Adjusted R? -0.010331

F- statistic 0.253537 D-W stat. 2.001554
Prob. F- statistic 0.616133
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Variable Coefficient S. Error t- Statistic Prob.
Lmy; 2.156968 0.472001 4.569838 0.0000
Lrcry -0.720413 0.611311 -1.178471 0.2428
Lex; 0.631549 2.373793 0.266051 0.7910
int; 0.980987 0.725758 1.351673 0.1811
" 0.602016 2.273404 0.264808 0.7920
C -19.028372 14.732637 -1.291580 0.2010
ECT, = Lpv, — (2.156968Lm,, — 0.720413Lrcr, + 0.631549Lex, + 0.9808
+ 0.602016m, — 19.028372)
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