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Abstract

The research aims to explain the effect of interest rates on inflation in the European Central
Bank of the country to manage monetary policy, which is interest rate policy. The rapid
transformations in banking environments and the developments taking place in the global
economy are factors influencing economic policy, and the application of negative interest
policy to banks aims to increase liquidity. The research covered the period (2018 — May
2024), and the research came to address the problem that if positive interest rates cannot
achieve monetary policy goals, central banks must resort to zero and negative interest rates.
Does the negative interest rate policy have a clear impact on the country's economy,
descriptive analysis was used to analyze the paths of interest rates and inflation in the
European Central Bank, as well as to address their behaviors during the research period.
Using quantitative analysis to determine the impact of interest rates on inflation is not
possible to project this experience onto the Iragi economy. The research concluded that the
European Central Bank used a negative interest rate policy to address high inflation and
deflation rates. The research recommended that changing the interest rate requires central
banks to carefully balance the event of a change in interest rates, because the goal is to control
inflation levels, but if interest rates rise at a high rate, this will slow down the economy.
Keywords: monetary policy, negative interest, zero interest. Inflation rates, ESSP
statistical program
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