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Abstract:

The research aims to identify the study and
analysis of the impact of exchange rate
behavior on the trade balance of Iraq and a
sample of selected Arab countries from an
econometric  perspective.  The  research
hypothesis is that devaluing the currency in the
long run can improve the trade balance by
increasing exports and reducing imports.
Therefore, the research hypotheses state that
the long-term devaluation of the Iragi dinar
will lead to an increase in exports and currency
prices for the selected Arab countries and a
decrease in imports. The descriptive analytical
method was relied upon in the theoretical and
analytical aspects of the study. In addition to
the quantitative analytical method in the
standard experimental aspect to analyze the
estimation results of the standard model used
in the study. The study concluded with a
discussion of the standard results for Iraq and
the selected sample countries. The research
reached a set of conclusions, the most
important of which are: that reducing the value
of the national currency is the liberalization of
trade, some restrictions imposed on imports, in
addition to limiting unavailable imports. The
research reached proposals, the most important
of which are: the economy should witness a
kind of monetary stability and work to reduce
the gap between the parallel price and the
official exchange rate, because this procedure
may work to enhance confidence in banking
transactions in the lragi economy and the
selected countries, attract the currency within
the banks and reduce the currency in
circulation.

“The research is extracted from a master's thesis of the first researcher.
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Cross-Section Dependence Test

Test Statistic
Pesaran CD 1.031881
Prob. 0.3021 "°
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(LLC) L) alaialy 3 gaill <l pyaial Qi) i sas gl jda HLial(2) Jsaal

Levin, Lin and Chu Test

Variables | At Level | At First Difference
Intercept  Trend and Intercept Intercept  Trend and Intercept

Y -0.45155  -0.52913 -4.73242  -4.29119
prob. 0.3258"°  0.2984 "° 0.0000 ~  0.0000
Ln(X1) -0.67028  -0.45654 -4.42785  -4.93111
prob. 0.2513"°  0.3240 " 0.0000 ™ 0.0000 ™"
Ln(X2) 2.18136  0.06324 -4.68952  -7.52409
prob. 0.9854 " 0.5252 " 0.0001 ™ 0.0000 ™"
Ln(X3) -1.95494  -0.16061 -4.70021  -4.45609
prob. 0.0253 "  0.4362"° 0.0000 " 0.0000
Ln(X4) -1.04582  0.06324 -6.02047  -5.15242
prob. 0.1478 "  0.0021 0.0000 ™ 0.0000 ™"
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e il (Pedroni) (Fsoxw DL el oal DR ey ¢(3) Jsaall (e ey
Of ¢l gy e g0 8 Aiiall ol yrial) (g dainall priall (g & yidiall JalSill cilENe
Panel rho-Statistic, Panel PP, Group ) _ia3l dwedll cilibaaU Addlaial) dagl)
Sle (%5 %1) i dsina s siue v el (PP, Panel ADF and Group ADF
JalSS 2 ga g e (i (Al bl A 68l J s g paall dum 8 Gl ) () ey L 1225 I 5l
da¥l (8 05l sa Lee anii 5l Ay pal) Joall b 23 saill @ e o) ol o jida
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Pedroni Residual Cointegration Test

Series: Y LnX1 LnX2 LnX3 LnX4

Included observations: 92

Cross-sections included: 4

Null Hypothesis: No cointegration

Alternative hypothesis: common AR coefs. (within-dimension)

_ Weighted

Statistic Prob. Stat%stic Prob.
Panel v-Statistic 0.153136 0.4391"° 0.335625 0.3686"°
Panel rho-Statistic -0.070551 0.4719"° 0.213826 0.5847"*
Panel PP-Statistic -2.92739%4 0.0017 *** -2.317903 0.0102 **
Panel ADF-Statistic -2.960036 0.0015 *** -2.819585 0.0024 ***
Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Group rho-Statistic 0.536474 0.7042 "¢
Group PP-Statistic -3.030851 0.0012 "
Group ADF-Statistic -3.254135 0.0006
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:(Dynamic Panel ARDL) S all i) gigail pais 5

Method: Panel ARDL-PMG

Dependent Variable: D (Y)

Maximum dependent lags: 1 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regresses (1 lag, automatic): LnX1 LnX2 LnX3 LnX4 (LnX4)

Selected Model: ARDL (1,1,1,1,1)

Long Run Equation

Variables Coefficient Std. Error t-Statistic Prob.

LNX1 -20.30416 3.976691 -5.105793 ., o000
LNX2 -0.224882 0.485111 -0.463568 0.6447
LNX3 -21.78975 3.900159 5.586887 ___0.0000
LNX4 -16.87279 3.672785 -4.594004 0.0000

*k*k
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Short Run Equation

ECM -0.627256 0.266368 -2.354851 ox 0.0219
D(LNX1) 18.10759 9.119385 1.985615 0.0518 *
D(LNX2) -0.256243 0.812062 -0.315546 0.7535
D(LNX3) 27.63595 12.28955 2.248735 ox 0.0283
D(LNX4) -0.380564 3.405839 -0.111739 0.9114
C 402.8064 164.9104 2.442578 ox 0.0177
@TREND 1.552100 0.856074 1.813045 0.0750 *

ECM: Error Correction Model.
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Series: Residuals
14 | Sample 1 92
Observations 90
12
104 Mean 0.000000
Median -0.527738
8 Maximum 22.10956
Minimum -16.39727
6 Std. Dev. 7.838809
Skewness 0.489647
47 Kurtosis 3377369
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ot eal
D3l 3 gaill cpll) Gl ane ASSe JLsd) 1(5) d g
Heteroskedasticity Test by
Breusch-Pagan&Godfrey
F- Statist. 1.598461 Prob. F (8,10) 0.2698 "*

Obs.*R- Squared 3.265841 Prob. Chi- Square (8) 0.8624
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Variance Inflation Factors

Variable Coefficient Variance Un centered VIF Centered VIF
LNX1 0.127973 3.332898 1.147417
LNX2 0.766771 3.646444 1.001319
LNX3 1.327762 1194.842 1.228706
LNX4 6.352010 108.4773 1.178034

C 755.9316 1057.435 NA
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ol ﬁ, icrSaad) Nssl el () N3l (staal) il
s (3 Al Jau gia (-1.3331 %) ()
2000 26.071 2002.403 4.979 48,364,250,944 6.985
2001 3.767 2002.405 16.374 36,176,430,129 7.01
2002 21.378 2002.373 19.137 32,928,454,672 8.139
2003 0.551 3033.15 33.616 21,921,569,479 31.2
2004 -7.692 1453.417 26.962 36,627,901,762 91.45
2005 -7.047 1472 36.959 49,954,890,353 63.205
2006 12.413 1467.417 53.231 65,140,147,197 50.329
2007 17.707 1254.567 -10.067 88,837,055,195 46.122
2008 19.601 1193.083 12.663 131,614,433,712 57.254
2009 0.113 1170 6.874 111,657,581,662 58.932
2010 5.336 1170 2.878 138,516,722,650 49.575
2011 16.664 1170 5.801 185,749,664,444 43.369
2012 15.408 1166.167 6.089 218,002,481,738 42.892
2013 11.917 1166 1.879 234,637,675,129 48.249
2014 8.901 1166 2.236 228,415,656,175 43.783
2015 -0.563 1167.333 1.393 166,774,104,959 43.442
2016 1.629 1182 0.557 166,602,488,748 40.743
2017 8.051 1184 0.184 187,217,660,051 34.658
2018 15.803 1182.75 0.367 227,367,469,034 31.75
2019 7.114 1182 -0.199 233,636,097,800 35.635
2020 -2.242 1192 0.574 180,924,091,443 48.269
2021 13.267 1450 6.042 207,691,599,310 44.625
2022 6.046 1450 4.995 264,182,173,793 41.335
Sources:
- World Bank, 2022, Data and Statistics, World Development Indicators, Washington,
- InltJeSr':aitional Monetary Fund, 2022, World Economic Outlook Database, Washington,
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caduail)

g | oy | SAIED | A | e | LS
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g2 Giihdagia |0 ()

2000 21.281 75.259 0.339 54,790,398,570 28.571

2001 14.672 77.215 4.226 54,744,697,926 31.251

2002 9.875 79.682 1.418 56,760,355,865 34.285

2003 14.373 77.395 4.269 67,863,850,334 32.202

2004 14.405 72.061 3.962 85,332,581,189 30.765

2005 23.132 73.276 1.382 103,198,212,443 27.108

2006 26.891 72.647 2.311 117,027,280,155 28.853

2007 22.198 69.292 3.679 134,977,082,624 33.236

2008 19.262 64.583 4.859 171,000,699,877 37.95

2009 -0.581 72.647 5.737 137,211,003,662 42,6

2010 7.022 74.386 3.911 161,207,307,027 37.251

2011 10.102 72.938 4.524 200,013,098,817 40.123

2012 8.376 77.536 8.891 209,059,080,929 43.543

2013 2.809 79.368 3.254 209,755,003,251 36.186

2014 -1.439 80.579 2.917 213,809,979,836 40.606

2015 -13.352 100.691 4.784 165,979,224,866 45.811

2016 -14.181 109.443 6.398 160,034,212,126 41.665

2017 -10.057 110.973 5.591 170,096,988,532 39.205

2018 -6.343 116.594 4.27 174,910,684,782 38.166

2019 -6.381 119.354 1.952 171,760,275,467 38.241

2020 -10.391 126.777 2.415 145,743,542,983 39.639

2021 0.274 135.064 7.226 163,472,387,987 39.146

2022 11.628 141.995 9.266 194,998,449,769 36.896

Sources:

- World Bank, 2022, Data and Statistics, World Development Indicators, Washington,

USA.

- International Monetary Fund, 2022, World Economic Outlook Database, Washington,
D.C., USA.
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g | Aoy | SR | A | b | S

ol ﬁ;‘, (isSaa) Sl (o) sl (sl il

s (3 Al Jau gia (-1.3331 %) ()
2000 -6.616 3.472 2.684 99,838,543,960 25.992
2001 -4.851 3.973 2.269 96,684,636,119 27.862
2002 -4.355 4.499 2.737 85,146,067,416 30.924
2003 -2.587 5.851 4508 80,288,461,538 30.638
2004 -1.36 6.196 11.271 78,782,467,532 30.118
2005 -2.266 5.779 4.869 89,600,665,557 30.31
2006 -1.619 5.733 7.645 107,426,086,957 34.54
2007 -4.578 5.635 9.319 130,437,828,371 31.261
2008 -5.595 5.433 18.317 162,818,181,818 32.689
2009 -6.64 5.545 11.763 189,147,005,445 32.526
2010 -5.238 5.622 11.265 218,983,666,062 31.358
2011 -4.121 5.933 10.065 235,989,672,978 30.549
2012 -7.918 6.056 7.112 279,116,666,667 30.836
2013 -6.337 6.87 9.47 288,434,108,527 34.62
2014 -8.432 7.078 10.07 305,595,408,895 35.674
2015 -8.478 7.691 10.37 329,366,576,819 32.964
2016 -9.556 10.025 13.814 332,441,717,791 32.734
2017 -12.804 17.783 29.507 248,362,771,739 32.19
2018 -9.942 17.767 14.401 262,588,632,527 30.107
2019 -7.836 16.771 9.153 318,678,815,490 27.529
2020 -7.181 15.759 5.045 383,817,841,547 26.648
2021 -8.735 15.645 5.214 424,671,765,456 28.054
2022 -6.809 19.16 13.896 476,747,720,365 25.371
Sources:

- World Bank, 2022, Data and Statistics, World Development Indicators, Washington,

USA.

- International Monetary Fund, 2022, World Economic Outlook Database, Washington,
D.C., USA.
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g | Aoy | SR | A | b | TS

ol ﬁ;‘, (isSaa) Sl (o) sl (sl il

s (3 Al Jau gia (-1.3331 %) ()
2000 -3.179 1.371 2.962 21,473,528,161 25.22
2001 -3.919 1.439 1.983 22,065,832,449 25.162
2002 -3.773 1.422 2.721 23,141,616,605 25.305
2003 -3.423 1.288 2.713 27,453,902,261 24.622
2004 -2.529 1.245 3.632 31,183,885,241 24.147
2005 -0.387 1.297 2.018 32,272,186,695 24.166
2006 -1.884 1.331 3.225 34,376,664,601 23.971
2007 -1.903 1.281 2.967 38,915,353,867 24.46
2008 -3.038 1.232 4.345 44,859,439,902 24.829
2009 -2.937 1.35 3.665 43,455,740,497 25.843
2010 -4.232 1.431 3.339 46,206,091,938 25.173
2011 -7.997 1.408 3.24 48,123,325,825 29.295
2012 -9.725 1.562 4,612 47,311,401,813 29.776
2013 -9.176 1.625 5.316 48,685,446,414 32.418
2014 -10.212 1.698 4.626 50,271,812,921 29.221
2015 -10.449 1.962 4.437 45,779,494,042 29.101
2016 -10.502 2.148 3.629 44,360,072,680 28.88
2017 -12.368 2.419 5.309 42,163,530,591 30.429
2018 -12.9 2.647 7.308 42,686,580,021 30.787
2019 -10.043 2.934 6.72 41,905,540,184 31.898
2020 -8.151 2.812 5.634 42,538,289,933 33.108
2021 -9.209 2.794 5.706 46,687,293,140 31.732
2022 -12.014 3.104 8.306 46,303,552,449 31.268
Sources:

- World Bank, 2022, Data and Statistics, World Development Indicators, Washington,

USA.

International Monetary Fund, 2022, World Economic Outlook Database, Washington,
D.C., USA.
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