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Abstract

The study aims to develop and apply an econometric model to examine the impact of
digital transformation on enhancing the effectiveness of monetary policy and achieving
financial stability in Irag. The study employs quarterly data covering the period from
the first quarter of 2017 to the second quarter of 2025. The Autoregressive Distributed
Lag (ARDL) approach is utilized to estimate the model, and the findings reveal
interesting results that challenge conventional assumptions. The study concludes that
digital transformation represents one of the most effective pathways for improving
monetary policy efficiency and achieving financial stability in Iraqg, particularly in light
of the structural challenges facing the Iraqi economy. This underscores the need to
adopt supportive digitalization policies within an integrated institutional and regulatory
framework.
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MP DTI PE GBP GGDP RIR

Mean 129.0409 18.88182 48.19848 4.679848 -4.563636 4537879
Maximum 177.0000 72.10000 90.80000 6.690000 48.50000 7.500000
Minimum 90.50000 -47.90000 5.450000 3.870000 -119.7000 4.000000
Std. Dev. 34.37232 22.39594 23.77937 0.697434 51.16297 1.044650
Observations 33 33 33 33 33 33
FS DTI GB OP RG EX

Mean 15.00909 18.88182 19.49545 51.67470 9.269242 85.59091
Maximum 22.60000 72.10000 23.50000 69.32000 14.90000 247.0000
Minimum 2.700000 -47.90000 17.50000 27.15000 0.530000 6.000000
Std. Dev. 6.889467 22.39594 1.536133 13.10669 3.643871 85.48517
Observations 33 33 33 33 33 33
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Augmented Dickey-Fuller Test(2)Js)sa

Variable Level 1% Difference Critical value
ADF test Prob. ADF test Prob. 1% 5% 10%

INF -2.3379 0.167 -5.298™" 0.002 -3.670 -2.963 -2.621
GBP -15.56* 0000 @ | e -3.920 -3.065 -2.673
RIR -3.67** 0016 | | e -3.920 -3.065 -2.673
MP -1.551 0.494 -5.295 0.002 -3.670 -2.963 -2.621
FS -2.369 0.158 52917 0.002 -3.670 -2.963 -2.621

PE 3.917 0.542 -7.014 0.001 -3.670 -2.963 -2.621
RG -2.304 0.176 -6.486 0.001 -3.670 -2.963 -2.621
EX -1.441 0.549 -6.244" 0.001 -3.670 -2.963 -2.621
OP -2.845 0.063 -5.322"" 0.003 -3.670 -2.963 -2.621
GGDP -2.349 0.163 -3.042" 0.046 -3.665 -2.960 -2.619
PE -0.917 0.885 -7.014™ 0.001 -3.752 -2.998 -2.638
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KPSS test (2) Js
Null hypothesis: variable is stationary
Level
GRE GPE GBD RG PE EX
With constant t-statistic 0.500 0.020 0.283 0.044 0.248 0.175
Prob. Yes Yes No Yes No No
With constant & Trend t- statistic 0.373 0.071 0.123 0.130 0.588 0.045
Prob. No No No No No Yes
Null hypothesis: variable is stationary
Level
GRE GPE GBD RG INF OP
With constant t-statistic 0.500 0.200 0.283  0.044 0.287 0.135
Prob. No No No Yes No No
With constant & Trend t- statistic 0.373 0.071 0.123 0.130  0.048 0.233
Prob. No No No No Yes No
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Akaike Information Criteria (top 20 models)
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signify. 1(0) 1(2)
Asymptotic: n=1000
F-statistic 43.28910 10% 2.08 3
k 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signify. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 5165633 10% 2.08 3
K 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15
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Tests f-test Value Probe Value

Breusch-Godfrey Test: LM f-statistic 3.900 Probe F(2,3) 0.746
ARCH test for Heteroskedasticity f-statistic 2.704 Probe F(9,4) 0.643
Ramsey Reset Test f-statistic 1.033 F(1,17) Probe 0.323

Jarque — Bera Test 1.035 Std. Dev 0.892
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MP equation Short run Prob. | Long run Prob. FS equation | Short run Prob. | Longrun | Prob.
MP(-1)" 0.100 0.02 0.02 FS (-1) 0.114 0.00

DTI™ 0.038 0.04 1.384 0.04 DTI™ 0.005 0.00 0.951 | 0.01

GBP (-1)” 0.041 0.03 2.309 0.01 GB "™ 0.048 0.00 0.421 | 0/03

GGDP (-1) 0.001 0.00 1.768 0.04 INF (-1)” 0.095 0.01 0.831 | 0.02

PE(-D)" 0.172 0.01 0.131 0.00 op™ 0.003 0.00 0.032 | 0.03

RIR™ -0.416 0.04 -0.639 0/00 RG** 0.018 0/00 0.157 | 0.01
CointEq(-1) -2.039 0.00 | CointEq(-1)” -0.114 0.00
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