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Measuring and analyzing the impact of the exchange rate on inflation and

unemployment rates in Iraq for the period (20042022-)

Abstract:

This study seeks to measure and analyze the effect of the exchange rate on inflation and unemployment
rates in Iraq during the period from 2004 to 2022. Inflation and unemployment rates are considered among

the basic economic indicators that reflect the economic condition of any country, and the exchange rate
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is one of the important factors that affect these indicators. Due to its direct impact on the cost of imports
and exports as well as on foreign and domestic investments, the study used annual data on inflation and
unemployment rates and the official exchange rate of the Iraqi dinar against the US dollar to analyze the
relationship between these variables using econometric methods such as (ARDL and Granger Causality), the
results of the study showed that there is a causal relationship between the exchange rate and inflation rates,
as it was found that changing the exchange rate leads to changes in inflation rates. Whenever the exchange
rate increases by (1%), this leads to an increase in the inflation rate in the short term by (0.012%) That is,
in the sense that there is a direct relationship between the exchange rate and the inflation rate in the short
term, which leads to an increase in the inflation rate to (0.008%) in the long term. The results also revealed
that there is an effect of the exchange rate on unemployment rates whenever the exchange rate increases
by (1%), This led to a decrease in the unemployment rate in the short term by (-0.140%), meaning that
there is an inverse relationship between the exchange rate and the unemployment rate in the short term.
This positive effect in the long term leads to an increase in the unemployment rate to (0.013%), as the study
suggests is necessary adopting monetary and financial policies aimed at achieving exchange rate stability to
reduce economic fluctuations, achieving sustainable economic stability and enhancing coordination between
monetary policy and fiscal policy to achieve low and stable rates of inflation and unemployment

Keywords: exchange rate, inflation, unemployment, Iraqi economy, ARDL model.
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2004 1453 26.96 9.6 53235358.7 581.9 0
2005 1474 36.95848092 B5E7 73533598.6 916.8 0 '
2006 1391 53.23096291 B436 95587954.8 1240 0
2007 1217 -10.06745258 865 111455813.4 1357.4 0
2008 1172 12 AR285283 B.475 157026061.6 1197.2 0
2009 1170 6.873615472 B8.405 130643200.4 1137.7 0
2010 1170 2877747253 B.257 162064565.5 1321.9 0
2011 1170 5.801455371 8171 217327107.4 12435 0
2012 1166 6.089096416 7.96 254225490.7 1163.4 0
2013 1166 1879498007 §.215 273587529.2 1361.6 0
2014 1166 2.235974079 10.59 266332655.1 1267.2 1
2015 1182 1383330288 10.82 194680971.8 3020.4 1
2016 1182 0.556521397 10.82 196924141.7 2027.4 1
2017 1182 0.184058899 13.02 221665709.5 1919 1
2018 1182 0367441489 13.449 268918874 3480.7 ]
2018 1182 -0.19896538 14 276157867.6 8439.2 0
2020 1304 0.574162679 15.746 215661516.5 9802.2 o
2021 1450 6.041864891 16.17 301152818.8 9840.8 0
2022 1450 4994765964 15.322 383061000 13676.5 0 |
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