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Abstract

This study aims to measure and analyze the impact of selected digital transformation
indicators in the financial sector—represented by the number of automated teller
machines (ATMs) and points of sale (POS)—on inflation rates in the Iragi economy
over the period 2010-2023. The study relies on annual time-series data and employs the
Autoregressive Distributed Lag (ARDL) approach to examine both the long-run and
short-run relationships between the variables. The empirical results reveal the existence
of a long-run equilibrium relationship between digital transformation indicators and
inflation rates, with a statistically significant error correction term, indicating the Iraqi
economy’s ability to absorb inflationary shocks through digital channels. The study
concludes that digital transformation contributes to enhancing the efficiency of
monetary policy transmission and reducing transaction costs, thereby positively
supporting price stability. Accordingly, a set of policy-oriented recommendations is
proposed to strengthen financial digital transformation in Iraqg.

Keywords: Digital transformation; Inflation; Point of Sale (POS); Automated Teller
Machines (ATMs); Monetary policy; Iraqg.
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Dependent Variable: INF

Method: ARDL

Date: 01/14/26 Time: 12:31

Sample (adjusted): 2012 2023

Included observations: 12 after adjustments

Maximum dependent lags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (2 lags, automatic): LOGATM LOGPOS

Fixed regressors: C

Number of models evaluated: 18

Selected Model: ARDL(1, 2, 2)

Variable Coefficient Std. Error t-Statistic Prob.*
INF(-1) 0.264194 0.293597 0.899850 0.4191
LOGATM 3.299787 2.161520 1.526605 0.2016
LOGATM(-1) -5.233291 2.339950 -2.236497 0.0890
LOGATM(-2) -3.633020 1.822617 -1.993299 0.1170
LOGPOS 7.823907 2.960742 2.642549 0.0574
LOGPOS(-1) -5.922665 2.508771 -2.360784 0.0776
LOGPOS(-2) 9.556046 2.774262 3.444537 0.0262
© -85.18547 31.60557 -2.695267 0.0544
R-squared 0.893693 Mean dependent var 2.165000
Adjusted R-squared 0.707657 S.D. dependent var 2.135516
S.E. of regression 1.154647 Akaike info criterion 3.360187
Sum squared resid 5.332836 Schwarz criterion 3.683458
Log likelihood -12.16112 Hannan-Quinn criter. 3.240500
F-statistic 4.803862 Durbin-Watson stat 3.529807

Prob(F-statistic) 0.074157

*Note: p-values and any subsequent tests do not account for model

selection.
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000

F-statistic 4.005372 10% 2.63 3.35

k 2 5% 31 3.87

2.5% 3.55 4.38

1% 413 5
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LOGATM -7.565204 2.717127 -2.784266 0.0496
LOGPOS -15.57107 4.100888 -3.796999 0.0192
C -115.7716 31.05154 -3.728369 0.0203

EC = INF - (-7.5652*LOGATM + 15.5711*LOGPOS -115.7716 )
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SLaBy) g 5 ) At 2026 Adud (g pdadl 5 gieall g gl Jgall alad) jaipall aildy Page 8
8N LS g A8l < gal) (Sl gy B e aB) gadi / ) gling



(2010-2023) il b @bail) S e ohe a1 Jgmiil Clplipe s s3] Juloly ulsd
T35 5 03«2V Bysad A3 Judoxs (5,30 (ECM) rltadell oummial 75 gmed .5
ub LQSEJLMJ‘ Oel>g c(ECM)Ua:J W
Wilas] Sgrany e lasdl mouas Jolas-
(-0.735) Ty diasd k-

Unil) penaati dalra g Ja¥) 5 juad A8Mal) (8) Jgia

ARDL Error Correction Regression
Dependent Variable: D(INF)

Selected Model: ARDL(Z, 2, 2)

Case 2: Restricted Constant and No Trend
Date: 01/14/26 Time: 12:47

Sample: 2010 2023

Included observations: 12

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LOGATM) 3.299787 1.170855 2.818273 0.0479
D(LOGATM(-1)) 3.633020 1.020053 3.561601 0.0236
D(LOGPOS) 7.823907 1.632685 4.792050 0.0087
D(LOGPOS(-1)) -9.556046 1.565519 -6.104077 0.0036
CointEq(-1)* -0.735806 0.138961 -5.295055 0.0061
R-squared 0.864910 Mean dependent var -0.100000
Adjusted R-squared 0.787716 S.D. dependent var 1.894398
S.E. of regression 0.872831 Akaike info criterion 2.860187
Sum squared resid 5.332836 Schwarz criterion 3.062231
Log likelihood -12.16112 Hannan-Quinn criter. 2.785383
Durbin-Watson stat 2.029807

* p-value incompatible with t-Bounds distribution.
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(Breusch—Godfrey) 3l LU Hlast -

Prob > 0.05e
u.ﬂﬁ\ Jali Y Lsdl) (9) ds>
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 6.591563 Prob. F(2,2) 0.1317
Obs*R-squared 10.41930 Prob. Chi-Square(2) 0.0055
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.520176 Prob. F(7,4) 0.3597
Obs*R-squared 8.721587 Prob. Chi-Square(7) 0.2733
Scaled explained SS 1.289967 Prob. Chi-Square(7) 0.9887

(Jarque—Bera) 31l (acdall G5 9ih HLdis! .

6
Series: Residuals
s Sample 2012 2023
Observations 12
4 Mean -1.78e-14
Median 0.059056
3 _| Maximum 1.275452
Minimum -1.520475
> Std. Dewv. 0.696278
7 Skewness -0.524201
Kurtosis 3.662292
1 |
Jarque-Bera 0.768889
o Probability 0.680829
-2.0 -1.5 -1.0 -0.5 0.0 0.5 1.0 1.5

Prob > 0.05 e 1G9 ple Teuas
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