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Abstract

Sustainable output growth with the rate of inflation ardhange rates relatively stable, is one of
the important elements of any policy, economic sitgbilln order to achieve this objective of the
policy, there are two options alternatives; monepaticy and fiscal policy. This paper investigates the
relative importance of monetary and fiscal policiesaitering non oil real output of Irag.An
unrestriced vecor autoregressions (SVAR) framework edbasm the St.Louis equation , is used to
compute Variace Decompositions (VDCs) and impulse resgansgons (IRFs) . (IRFs) derived from

the model (SVAR), and for the period (2003 -2011) quarterly.data
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SystematicDiscretionary) Awaliial) dq Gl AplaiuN)(2) < cipmall § SN jraug ¢ ) (g gl
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i) ey oo Aaal Adin cladal Lylie) ¢pSay ) dodlall dabeally dpaiil) Ayl
G (ol B20AY o)) SlaiBy) 8 4pail) AWK Je 6T Lgale iy Allg cdagSally g5Ssall
Cra JUEEY) Say AU . (M assal) @laiiu) G ady ) (agSall GLEY) aaa g (gL
AL By pua g ¢ alaa) Wyadli (S A1Sh cilatua ) Aaiall 1Sl 7 dgall) Bl
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Ciladia (bl Ald (e 7 58l 7 3gailly 48ghuaal) clalea Laadl ((Perottio2005 48k e
iAo piiall cilig e pakiy cduagd) 1 cluthial jeSial) gz igalll CiuSiig Adlall dubud)
Alara (Aalleg dpals cilataa) (Blgy JuS45 (e ¢ (Perotti 2005 ;Giordanoet al.,2007) 4z
DoY) claleally Wds e U g U ( Cyclically Adjusted) 3
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gl Al clidle agag (usny Laa ¢ (%0) dugine sgima dis (I = 3) ga &idall Jalsil)
dughll g2l Ao (anal) Lgdany o LS 20t Y LSl AT ey el Glany o JaY)
- Waliia gl gl

sl pUa) paad o

s L AL Aed il Guld o (VAR) gismad (B i) el @b aae ayaal
Lol b Las guiliil) iy ¢ (VAR) gisad 2 @AY mladl Sl (Schwar?) g (akaike)
(1) dsaad 8

Gaagd) cfprial o dal) Jalsil) JLad) gilii/(e)J saall

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s)|Eigenvalue| Statistic|Critical Value| Prob.**

None *| 0.967355| 204.0992 95.75366| 0.0000

Atmost 1 * 0.854883| 115.1259 69.81889| 0.0000

Atmost 2* 0.747047| 64.94026 47.85613| 0.0006

At most 3| 0.464537| 29.20193 29.79707| 0.0584

At most 4| 0.348256| 12.96170 15.49471) 0.1162

At most 5| 0.068001| 1.831009 3.841466| 0.1760
Trace test indicates 3 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values]|

¢ pllay) clyid S gy ((Glpdie Cow (e 9Sall ) Zdgadl) 1aa 8 Uyl &)yth aae Gty
Gaall el Ay o ] AaS gl dacad ) Joal W) o Aiil) Aabd) cilaria ¢ e
Al il (177 ) o Aladatll cilulall b 7 g el

(VAR) zigall Liall gUady) &f38/(7)J g2l

HQ SC AIC FPE LR LogL| Lag
86.51016| 86.72155 86.42902 1.38e+30 NA -1074.363 0
80.33508| 81.81485 79.76714 1.94e+27 171.7539| -955.0892 1
77.18924| 79.93737 76.13448 9.20e+25 78.15191*| -873.6810 2
72.70151* 76.71801* 71.15994* 5.50e+24* 47.12722| -775.4992 3

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Response to Cholesky One S.D. Innovations = 2 S.E.
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Variance decomposition of Y :

CPI

| M G Y| Period
2.565847| 4.440814| 5.065156| 0.741838| 7.373013| 79.81333 2
2.609881| 16.37717| 7.453733| 1.504321| 9.866675| 62.18822 6
2.631738| .40007) | 7.864801| 1.742030(.21559Y1 | 60.14577 10
Variance decompostion of G :
X | CPI M G Y| Period
0.519749
0.815848| 0.852381| 3.038192| 72.91664| 21.85719 2
2.935505] 6.243209( 5.545664| 7.209985| 47.34408( 30.72155 6
2.778868| 16.36081| 5.120224| 7.458752| 40.97578| 12.30557 10
‘ Variance Decomposition of M:
X | CPI‘ M G‘ Y| Period
0.436490]| 1.522372| 10.28188| 12.14848| 56.34469| 19.26609 2
2.144233| 2.786312| 12.84118| 10.67380| 58.46951| 13.08496 6
2.148925| 2.514671| 10.36484| 3.65507| 55.27524| 27.04126 10
Variance Decomposition of CPI:
X | CPI M G Y| Period
0.451331]| 34.49020| 28.34730( 4.508142( 6.495185| 25.70784 2
1.048495| 64.61107| 7.907909| 6.402106| 2.856764| 17.17365 6
1.311383| 66.96958| 6.066296| 6.340259| 2.354166| 16.95832 10
Variance Decomposition of I:
X | CPI M G Y| Period
0.706945| 85.18889| 0.027965| 2.002355| 6.536860( 5.536990 2
1.999032| 71.84614| 0.369737| 2.706653| 1.099477| 21.97897 6
2.171606| 70.56798| 0.403785| 2.984194| 1.157250( 22.71518 10
Variance Decomposition of X:
X | CPI M G Y| Period
13.82162| 7.782673| 19.10287| 7.989197| 33.41233| 17.89131 2
9.867610| 6.807995| 19.91658| 5.897293| 32.79889| 24.71163 6
8.134647] 15.10847| 16.94416] 6.196886| 28.15407| 25.46177 10

laay) galind) milhi : jbadl)
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