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Abstract 
   The paper attempts to explore the functioning of foreign exchange market in an oil dominated economy with a 
pegged exchange rate as a nominal anchor. Some mainstream theoretical models and empirical findings are 
presented to understand the Iraqi arrangements and policy, through an international perspective. Also, the paper 
addressed the essential components of foreign exchange operations of the central bank, highlighting the 
interconnections between the government budget and the central bank balance sheet. 
       The accounting and behavioral aspects of the private sector demand for foreign exchange are carefully 
considered in terms of international reserve , monetary base, and money supply. 
        Furthermore, the research work deals with the real appreciation of the Iraqi dinar and its economic 
consequences. In this regard, bilateral real exchange rates of the Iraqi dinar with the major currencies are computed 
for the years 1988-2003. Furthermore, positive co-movement of oil price and real exchange rate of Iraqi dinar and 
correlations with real exchange rates of other currencies are investigated. 
    Considering the crude oil price sharp decline and huge budget deficit, due to limited non-oil source of finance, 
public debt monetization will be constrained by the international reserve of the central bank, the fact that this paper 
confirms. The need for institutional changes in the budgeting and regulatory set of the financial sector has become 
very clear as a necessity for fiscal sustainability and foreign exchange market stability. 
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LnFXDt = - 4.39 +  0.172 Ln Ot + 0.880 LnRERt + 0.508 LnFxDt-1    …(1f)  
P Value     0.020   0.213              0.018                  0.007  
 

R-Sq = 98.9% ;  R-Sq(adj) = 98.1% ; D-W = 2.02256 
 

0.881.789

31173182
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FXDt

GOtRERt31173182
 

 

    LnFXDt =  - 3.24 +   0.813 LnGOt + 0.592 LnRERt      (2f) 
      P Value   0.02      0.016                 0.116 
 

      R-Sq = 93.4%,   R-Sq(adj) = 91.2%, D-W= 1.86313 
  

LnFXDt = - 5.03 +  0.416 LnGOt + 1.05 LnRERt + 0.279 LnFxDt-1   (3f) 
P Value     0.006    0.052               0.005                 0.091 
   R-Sq = 99.3% ,  R-Sq(adj) = 98.7% , D-W= 2.28708 
 

  LnFXDt = - 1.574 +  1.191 LnGOt                          (4f) 
 P Value     0.04        0.00 
   R-Sq = 89.7% ,  R-Sq(adj) = 88.3% , D-W= 1.696 

(3f)

(2f)

D-W
 

(2f)(3f)
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هفط والأنفاق الحلىمٌ تزلًىى ديهار ومبًعات العملُ الأجهبًُ للكطاع الخاص مو نافذَ البهم المزكزٍ العزاقٌ صادرات ال
 4102 -4112ملًار دولار للشهىات  

311731113112311331143181318831833182

31242474722124817887

$ 32.121.724.118.824.278.124.141.834.1

 $ 81.788.381.137.421.121.324.313.172.3

 الاحتياطيات المؤشرات النكدية و

 سي:ــــــركك المــــة لمبنــــالدولي

 المىجىدات الأجهبًُ للبهم المزكزٍ والهكىد تزلًىى ديهار

M1 

410129944912174207142724172411712271
410010924914972447241722474402742171
410414914911171427121742271401794272

410291944911174127122712174401741272

 4102لأساس الهكدٍ تزلًىى ديهار نهايُ عام ملىنات ا

11742471

02722174

12721272
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 لعلاقة بين الموازنة العامة خامصا: ا

 واحتياطيات البنك المركسي العراقي:

في الناوذج الاعتيادي

في الناوذج العراقي

1
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