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ABSTRACT:

Inflation posed a challenge to the Iragi economy and its effects on economic activity and growth rates.
This study investigates the sources of inflation in the Iragi economy during the period (1970-2018)
within the framework of the aggregate supply and aggregate demand model using the Self-Regression
of Slow Distributed Gaps (ARDL) model. The results of the study showed that the inflation rate in Iragq
is affected by the following variables: (money supply, parallel market exchange rate, consumer
spending, the oil sector’s contribution to GDP and the degree of economic openness) and all are related
to an inverse relationship with the rate of inflation except for money supply and consumer spending, as
It has a direct relationship with it, and there is a long-term equilibrium relationship (co-integration)
between the studied variables according to the Bound Test methodology. Through the value of the error
correction vector coefficient (1.35%) of the short-term errors are automatically corrected during the
unit time (year) to reach the equilibrium in the long term.
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UNIT ROOT TEST TABLE (ADF)
At Level

INF LOG(EX) LOG(OIL) LOG(M2) LOG(OP) LOGP)
With Constant t-Statistic ~ -3.2350 -1.3652 -3.5074 -1.6301 -3.2385 -1.1903
Prob. 0.0232 0.5925 0.0115 0.4606 0.0230 0.6724

= no = no h no
With Constant & Trend t-Statistic ~ -3.2061 -1.1037 -37134 -0.1359 -3.2019 -0.4834
Prob. 0.0939 0.9189 0.0298 0.9930 0.0947 0.9815

* no = no * no
Without Constant & Trend t-Statistic  -3.1201 0.0448 -0.6591 4313 -1.1559 3.3670
Prob. 0.0024 0.6928 04270 1.0000 0.2230 0.9997

i no no no no no

At First Difference
d(INFy  d(LOG(EX)) d(LOG(OIL)) d(LOG{M2)) d{LOG(OP)) d(LOG(XP))

With Constant t-Statistic ~ -6.7490 -3.7352 -5.3304 -6.7075 -6.3183  -10.9130
Prob. 0.0000 0.0061 0.0000 4.0000 0.0000 a.0000
With Constant & Trend t-Statistic ~ -6.6860 -3.8457 -5.2929 -7.0386 -6.2546 -10.9926
Prob. 0.0000 0.0215 0.0003 4.0000 0.0000 a.0000
Without Constant & Trend t-Statistic ~ -6.8160 -3.4597 -5.3809 -1.8857 -6.3863 -1.4307
Prob. 0.0000 0.0009 0.0000 0.0572 0.0000 0.1405

P P, Pt * Pt no

Motes: (*)Significant at the 10%; (**)Significant at the 5%, (***) Significant at the 1%. and {no) Mot Significant
*MacKinnon (1996) one-sided p-values.
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UNIT ROOT TEST TABLE (PF)
At Level

INF LOG(EX) LOG(OIL) LOG(MZ2) LOGOP) LOG(XF)
With Constant +Statistic -3.3884 -1.2222 -2.6786 -1.5369 -3.4053 -1.0835
Prob. a2.0156 0.6587 0.0842 05076 0.0149 0.7162

i no * no - no
With Constant & Trend +Statistic -3.3609 -0.9661 -2 6947 -0.3403 -3.3739 -1.1498
Prob. 0.0674 a2.9402 a2.2428 029874 20655 29106

* no no no * no
Without Constant & Trend +Statistic -3.2636 02277 -0.3679 30172 -1.1924 30197
Prob. a2.0015 0.7486 0.5475 029992 22105 029992

o no no no no no

At First Difference
d{INF)  d(LOG(EX)) d(LOG{OIL)) d(LOG(M2)) d{LOG(OP)) diLOGP))

With Constant +Statistic -7.3288 -3 6466 53277 -6.8158 -6.0845 -10.8957
Prob. 2.0000 2.0078 42.0000 2.0000 20000 20000

*hk *hk *hk *hk *&k *&k
With Constant & Trend +Statistic -7.2441 -3.7636 -5.3967 -7.0553 -6.8213 -11.0426
Prob. J2.0000 2.0264 a2.0002 2.0000 2.0000 2.0000

Ered e Ered Ered ET ETr

Without Constant & Trend t-Statistic  -7.4165 -3.3298 -5.4219 -5.1520 -7.0503 -8.7966
Prob. 0.0000 a2.0013 02.0000 2.0000 a2.0000 2.0000

Ered Ered Ered Ered ET ETr
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A AInf = C + B4Inf,_; + B,Log Ex;_, + B3Log Oil;_; + B,Log M, + B5Log Op.1 +

BgLog Xpe.1 + B,DD + XX A, AInfy; X% A,ALog Exyy; + X2, AzALog Oily

+X2 A4ALog My_; + X AsALog Op,_; + X%, A6ALog Xp,_;
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Method: ARDL

Date: 06/03/20 Time: 14:40
Sample (adjusted): 1972 2018
Included observations: 47 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic) LOG(EX) LOG(OIL) LOG(M2)
LOG(OP) LOG(XP) DD

Fixed regressors. C

Number of models evalulated: 729
Selected Model: ARDL(1,2,2,2,2,2,2)

Variable Coefficient Std. Error t-Statistic Prob.*
INF(-1) 0.148207 0.088155 1.681211 0.1043
LOG(EX) 26.59658 14.03371 1.895192 0.0688
LOGI(EX(-1)) -13.29871 21.09658 -0.630373 0.5338
LOGI(EX(-2)) -40.26251 16.13063 -2.496029 0.0190
LOG(OIL) -19.71418 6.671024 -2,955196 0.0064
LOG(OIL{-1)) 17.50279 8.339391 2.098809 0.0453
LOG(OIL{-2)) -35.54429 7.723550 -4.602067 0.0001
LOG(M2Z) 2097803 11.57110 1.812968 0.0810
LOG{M2(-1)) -20.07579 13.12703 -1.529347 0.1378
LOG(M2(-2)) -34 51985 10.58426 -3.261433 0.0030
LOG(OP) 23708098 2929726 8.123278 0.0000
LOG(OP(-1)) -20.52023 3.098171 -6.623338 0.0000
LOG(OP(-2)) -5.212201 3.049748 -1.709059 0.0988
LOG(XP) 6.032177 8.791404 0.686145 0.4985
LOG(XP(-1)) 33.85880 8.203301 4,127460 0.0003
LOGXP(-2)) 18.27310 8.312608 2.198239 0.0367
DD 93.35493 24.20020 3.857609 0.0006
DD(-1) 232.6455 32.62547 7.130794 0.0000
DD(-2) 147.0629 29.83165 4,020760 0.0000
C -91.09389 53.93827 -1,688855 0.1028
R-squared 0.975012 Mean dependentwvar 27.44137
Adjusted R-squared 0.957427 S.D. dependentvar 93.65837
S.E. of regression 19.32465 Akaike info criterion 9.057393
Sum squared resid 10082.94 Schwarz criterion 98644690
Log likelihood -192.8487 Hannan-Quinn criter. 9.353658
F-statistic 55.44775 Durbin-Watson stat 1.362063

Prob(F-statistic) 0.000000
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ARDL Bounds Test

Date: 06/03/20 Time: 14:46

Sample: 1972 2018

Included observations: 47
Null Hypothesis: No long-run relationships exist

Test Statistic Value k
F-statistic 5.254175 6
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 212 323
5% 245 3.61
25% 275 3.99
1% 3.15 443
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ARDL Cointegrating And Long Run Form
Dependent Variable: INF

Selected Model: ARDL(1, 2, 2,2, 2,2, 2)
Date: 06/03/20 Time: 1446

Sample: 1970 2018

Included observations: 47

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
DLOG(EX) -0.916806 14.033712 -0.065329 0.9484
DLOG(EX(-1)) 0.570861 16.130629 0.035390 0.89720
DLOG{OIL) -0.414925 6671024 -0.062198 0.8509
DLOG{OIL{-1}) 35.544294 T.¥23550 4 602067 0.0001
DLOG(MZ2) 20.978028 11.571099 1.812968 0.0810
DLOG{M2({-1)) 34519846 10.584256 3261433 0.0030
DLOG(OP) 23798975 2929726 8123278 0.0000
DLOG(OP{-1}) 5212201 3.049748 1.709059 0.0989
DLOGXP) 6.032177 8.791404 0686145 0.4985
DLOGXP{-1)) -18.273102 8.312608 -2.198239 0.0367
D{DD) 93.354926 24200204 3.857609 0.0006
D{DD{-1)) -147.0629.. 29831654 -4.929760 0.0000
Cointeqg({-1) -1.367205 0.088155 -15.395634 0.0000

Cointeq = INF - (-1.6750*LOG(EX) -26.4975*LOG(OIL) -24.7697*LOG(M2)
-1.4246* L OG(OP) + 42.8558*LOG(XP) + 348.5570*DD -67.1187 )

Long Run Coefficients

Variable Coefficient 5td. Error t-Statistic Prob.
LOG(EX) -1.674982 3.912910 -0.428066 0.6720
LOG{OIL) -26.497453 5843368 -4 534620 0.0001
LOG{M2) -24 769736 8523332 -2 906109 0.0072
LOGIOP) -1.424589 1.918389 -0.742597 04641
LOGXP) 42 855781 10.840109 3.953446 0.0005
DD 348557038 5B8.047165 6.004721 0.0000
c -67. 118750 41.945420 -1.600145 01212
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1101506 Prob. F(7 20) 0.3996
Obs*R-squared 1307789 Prob. Chi-Square(7) 0.0702
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Date: 06/03/20 Time: 14:48
Sample: 1970 2018
Included observations: 47

Autocorrelation Partial Correlation AC PAC Q-Stat Prob™

= 0.298 0298 44477 0035
-0.196 -0.312 64102 0.041
-0.094 0092 6.8764 0.076
0122 0081 Y6750 0.104
0.070 -0.029 7.9413 0.160
-0.101 -0.073 85100 0.203
-0.186 -0.124 10491 0.162
-0.129 -0.088 11.476 0.176
-0.143 -0.181 12718 0.176
10 -0.076 -0.007 13.081 0.219
11 -0.002 -0.021 13.081 0.288
12 -0.076 -0.119 13.461 0.336
13 -0.031 0.054 13527 0408
14 -0.028 0126 13.583 0431
15 -0.070 -0.111 13.932 0531
16 -0.091 -0.135 14542 0558
17 -0.001 -0.036 14542 0.628
18 0118 0033 15645 0617
19 0.075 -0.044 16103 0.650
20 -0.062 -0.062 16436 0.689
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ied O (9) Jydl o L>Dy —:ARCH, A YL by el Gl ol pae jlastl-o
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Heteroskedasticity Test: ARCH

F-statistic 0451675 Prob. F(1,44) 0.5051
Obs*R-squared 0467407 Prob. Chi-Square(1) 0.4942
Test Eguation:

Dependent Variable: RESIDA2

Method: Least Squares

Date: 06/03/20 Time: 14:49

Sample (adjusted): 1973 2018

Included observations: 46 after adjustments

Variable Coefficient Std. Error -Statistic Prob.
c 234 2856 55.37947 4230549 0.0001
RESID*2(-1) -0.100821 0150015  -0.672068 0.5051
R-squared 0.010161 Mean dependentvar 2124284
Adjusted R-squared -0.012335 S.D. dependentvar 3021527
S.E. of regression 304.0105 Akaike info criterion 14.31451
Sum squared resid 4066586, Schwarz criterion 14.39401
Log likelinood -327.2336 Hannan-Quinn criter. 1434429
F-statistic 0.451675 Durbin-Watson stat 2.007122
Prob(F-statistic) 0.505055
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