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Abstract:

The research aims to prove whether the exchange rate achieves monetary policy
goals to reach the final goals of the magic square. The research addressed the problem
of "Is it possible for a change in the value of the currency to have a positive impact on
achieving the magic square in Irag". The study covered the period 2003-2023 AD in
order to try to understand the causal relationship between these variables among
themselves and then with the exchange rate. We used causality testing and error
models in order to estimate standard models that explain this relationship in the long
term. The research concluded that the magic square is considered an unattainable
concept for the monetary authorities in Irag. The economy in lIraq is characterized by
the weakness of its structures and composition, which suffer from structural
imbalances, which has been reflected in the value of the external local currency and
high rates of inflation and unemployment. The Iragi economy is characterized by
inflexibility in production, export and import through its reliance on exporting a single
product, and the decline and fluctuation of global oil prices In addition to the parallel
market, which exhausted the state treasury and contributed to the deterioration of the
value of the Iraqi dinar, the research recommended encouraging investment in the

export sector outside the oil sector. Reducing consumer imports to spare the state
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budget the burden of price changes in international markets and controlling import and

export movement to prevent foreign currency smuggling.

Keywords: exchange rate, unemployment rate, economic growth rate, external

balance, impact of reduction.
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TCH=BO+b1EXE.............. (2)
BC=BO+b1EXE........cc.......... (3)
Inf=bQ+b1Exe................. (4)

O G sie il il s (2) Jsos

S LRl e cpstall O s
Exe Inf BC TCH GDP
-4.238570 | -4.632296 | -3.737089 -6.29542 -6.0640 t-Statistic | all s
0.003 0.002 0.001 ol
0.005 Proob :
-4.238570 | -5.624067 | -3.737089 -3.018510 -6.354012 t-Statistic | xll  aa
0.002 0.001 0.002 0.007 -
0.002 Proob =
olai¥ly
-4.238570 | -5.954468 | -3.737089 -3.737089 -6.295472 t-Statistic | all s
0.005 0.000 0.002 0.005 -
0.002 Proob =
olai¥ly

E-VIEWS.10 Alas¥l maipdl e lalae) cfialll slac) (e 1 jaadl)

Baaly yloal dg elad) 58 ,ladl(3) Jsas

VAR Lag Order Selection Criteria

Endogenous variables: EXE BC GDP INF TCH
Sample: 2004Q1 2022Q4
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Included observations: 66

Lag LogL LR FPE AIC sc HQ
0 -1213.880 NA 7.56e+09  36.93577  37.10165  37.00132
1 -948.3364  482.8073  5176757. 29.64656  30.64186*  30.03985*
2 -943.8117  7.541205  9755384.  30.26702  32.09173  30.98805
3 -934.7371  13.74932 16345505  30.74961  33.40374  31.79838
4 -906.3571  38.70006 15747765  30.64718  34.13073  32.02370
5 -810.4201  116.2873* 2049989.*  28.49758* 32.81054  30.20183
6 -805.1187  5.622703  4434677.  29.09451  34.23688  31.12650

Candl a8 Clyuaiall G ded) G s (4) Jsas

Pairwise Granger Causality Tests
Date: 03/07/24 Time: 11:35
Sample: 2003Q1 2022Q4

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
GDP does not Granger Cause EXE 70 3.21720 0.0465
EXE does not Granger Cause GDP 0.16206 0.8507
BC does not Granger Cause EXE 70 0.07416 0.9286
EXE does not Granger Cause BC 1.01371 0.3685
INF does not Granger Cause EXE 74 1.38100 0.2582
EXE does not Granger Cause INF 0.55954 0.5740
TCH does not Granger Cause EXE 74 2.24839 0.1132
EXE does not Granger Cause TCH 0.04874 0.9525
BC does not Granger Cause GDP 70 0.10086 0.9042
GDP does not Granger Cause BC 0.72389 0.4887
INF does not Granger Cause GDP 70 0.00531 0.9947
GDP does not Granger Cause INF 0.39148 0.6776
TCH does not Granger Cause GDP 70 0.86514 0.4258
GDP does not Granger Cause TCH 1.52072 0.2262
INF does not Granger Cause BC 70 0.00351 0.9965
BC does not Granger Cause INF 0.22374 0.8001
TCH does not Granger Cause BC 70 0.95311 0.3909
BC does not Granger Cause TCH 0.15238 0.8590
TCH does not Granger Cause INF 74 0.02077 0.9795
INF does not Granger Cause TCH 0.06277 0.9392
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el malinll e laldie] Galll slac) (el

Gl hyrie g Uadd) s (5) Jsas

pro t 2.4'.35 <A jady) Claleal) L\,é @A«Aﬁ Jalaa &) yariall
& Jkaall
0.0216 | -2.351821 0.067727 | -0.159282 CointEq(- | Exe&gdp
1)*
0.0221 2.339461 0.004179 0.009776 | CointEq(-1)* Exe&tch
0.0050 -2.900653 0.048350 -0.140245 CointEq(-1)* | Exe&bc
0.1159 -1.591599 0.043407 -0.069087 CointEq(-1)* EXE&INF

Fhas) malipll e laladel Galill dlacl (e 1l

Chaaially ((paall jre ) Jisal) i) IS Gu Lo GBle 225 Y (i (4)dsasd e 1
(ol ) 2l

- Clpariall B8l sy slla) 58 malindl e sloa) 3 ARDL  dangie jlasl) s .2

Oheal) (A Aalsll clpall e %84 7yd waaill dales o) 259 ARDL , dasgia Hlis) e .3
e (Sine AlSh z3gailly (latl) el pe dange Ay dasiyy Cipeall ra i L (g)lal)
Yy peilaill are AlGe (e gl Al 9 pro=0.0000 ols 122.4872 (goluig F adaadle Pla
Leging Llally Liall gaall (0 J8 F 20 () sy JaV) dlisha 8o aagi Y LS 313 b)) aavs
(5) Jsandl (e lld maming doginally Aallaad) Uadll moma Jale 5L DA o JaY] 5008 3Dk
(3)J<ally jise z3saills

ladl) il s Alalall il (e %88 (aw wamill Jolas ) 2ng ARDL  dmgia jlasl) (g .4
Fabadle Pla e Syine alaSh z3gailly dae dange Ay Ly Cipall jou oo (Jlaal)
L)) agag adeg aisil) 8 dawld JSLis (e Sl 7 3sailly Pro=0.0000 ¢)5172.3309 (g5l
Liginag 0.923280 dasky saalg slasl 85 zilill dalaall Aoy uilail) axe Alia (go la Yy 2
e JB ol ¢ua].35 F-statistic agaall jladl PlA (e Lagin 2] dligh ADle aa g3 Yy
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Lginally Al Uadl) eomiai Jalae 5)LE) DA o JaY) 8yuald ADle Lagiug  Llallg Luall 3gaal
(4) JSally e z39ails (5) sl o g

piaill (& Alalall clyaall e %93 (gl waaall Jalea o) 239 ARDL dosgia Hlodl e .5

@by F ahaadle Pla (e (grine 4l zsailly 42a dnge Ay afipy Cpall o lnis

On Sl Yy pulail) axe g agill 8 danld JSLae (g Al z 3sailly pro=0.0000 )5213.3693

digh ADle 226y Liginag 0.930913 Aasks s2a)y slasl 55y pdaill daleal) daidy 13 Jalii))

Wwiall agasll e yraal cuil€ Gus 0.821262  F-statistic agasall Hliod) DA e Legin 2aY)

Lsina e LgiSly ALl Uadll ania Jalaa L3 DA (e JaV) 80008 ABDle 2a5s Lagiang Llally
(5) JSlly jios z35ally (5) ool (e peasivg

Adad) 8 Alalall @yl e %97 mdasy wasill Jalea o) ARDL Lingia 5lidl 0 .6

F il Pla (e grine alaSh zasally dre dunge Dl Ly ipeall oo oo

O Sl Y, sl B JSlie e Jlar z3sailly pro=0.000 )51521.001 (g5l

Fagiy 32y slad 30 AlUadl Zaledll ey (uilaill e (o ila Wy 3N i) A

Clgwdl 4K xe lagiy WY dlgh dDle 2 Yy dgma s 1.009776

Wle 2w Yy 1.775052 F-statistic agaall jlas) PS50 %10 %5 %1
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Abstract

The research aims to prove whether the exchange rate achieves monetary policy goals to
reach the final goals of the magic square. The research addressed the problem of 'Is it
possible for a change in the value of the currency to have a positive impact on achieving

the magic square in Iraq'. The study covered the period 2003-2023 AD in order to try to
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understand the causal relationship between these variables among themselves and then
with the exchange rate. We used causality testing and error models in order to estimate
standard models that explain this relationship in the long term. The research concluded that
the magic square is considered an unattainable concept for the monetary authorities in Iraq.
The economy in Iraq is characterized by the weakness of its structures and composition,
which suffer from structural imbalances, which has been reflected in the value of the external
local currency and high rates of inflation and unemployment. The Iragi economy is
characterized by inflexibility in production, export and import through its reliance on exporting
a single product, and the decline and fluctuation of global oil prices In addition to the parallel
market, which exhausted the state treasury and contributed to the deterioration of the value
of the Iraqgi dinar, the research recommended encouraging investment in the export sector
outside the oil sector. Reducing consumer imports to spare the state budget the burden of
price changes in international markets and controlling import and export movement to

prevent foreign currency smuggling.
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