2023.2004 jtalt Bsatl 5B sl i ¥ HLaliu il B AGi Aubuad) O ydlie paa 3

2025/11/2/ ylcd) J 9ucd Fragyld 2026 A /M 5385 308 7 (oalse Ade /39 plially Ayl ) Al
https://doi.org/10.31272/ijes.v24.1633

| P2
23LaiB¥ p olalt A0 sal Alaxt S7 RV
Iraqgi Journal For Al -

Economic Sciences éllﬁl@@ﬁ&@

Af&m,mrmm

PISSN : 1812-8742 EISSE : 2791-092X Arcif: 0.375
The impact of some monetary policy variables on attracting
foreign direct investment in lIraq for the period 2004-2023
SELA) i ¥ sLeliu¥) Qe B S Aubuad! O yidlie (a3
2023.2004 stelf (3l salf 2

i pdall/ a8 asaliae )l S o Ealll/ el 5a L
gulderan.azia@su.edu.krd media.yaba@su.edu.krd
Juidy) 7Ol 7 o Anolns/aLall@) §yla%| AUS
Abstract

This study aims to elucidate the components of monetary policy and foreign direct
investment (FDI) and to underscore the impact of monetary policy on attracting FDI in
Iraq over the study period. To achieve this objective, annual time-series data covering
the period 2004-2023 were employed. The study applied the Augmented Dickey-Fuller
(ADF) and Phillips-Perron (PP) tests to examine the stationarity of the variables, in
addition to employing the Bounds Testing approach (Bound Test) to identify the
presence of a cointegrating relationship between FDI and the monetary policy variables
— namely, broad money supply (M2), inflation rate, official exchange rate, and interest
rate. The short-run and long-run dynamics were estimated using the Autoregressive
Distributed Lag (ARDL) model. The empirical results revealed a negative and
statistically significant short-run relationship between broad money supply and FDI,
whereas a positive and statistically significant relationship was observed in the long
run. Moreover, the findings indicated a negative but statistically insignificant short-run
relationship between the official exchange rate and FDI, while in the long run, the
relationship turned negative and statistically significant. Furthermore, the analysis
demonstrated a negative and statistically significant relationship between inflation and
FDI in both the short and long run. In contrast, the relationship between the interest rate
and FDI appeared negative but statistically insignificant across both time horizons. The
results confirmed the existence of cointegration and a long-run equilibrium relationship
between FDI (as the dependent variable) and the monetary policy indicators.The study
concludes by recommending that economic policymakers adopt strategies aimed at
enhancing FDI inflows through maintaining price stability, controlling inflation, and
ensuring exchange rate stability away from excessive volatility. In addition, it
highlights the necessity of reforming the banking system and improving the efficiency
and competitiveness of interest rates to foster a more attractive environment for foreign
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- 6 - 26.8 - 1453 - 7.91338472 || 11,498,148 - 300 2004
16.66667 || 7 38.43284 || 37.1 1.10117 1469 26.10452 || 9.97913547 || 14,659,350 71.766667 || 515.3 2005
128.5714 || 16 43.12668 || 53.1 -0.13615 || 1467 43.79183 || 14.3491813 || 21,050,249 -25.67436 || 383 2006
25 20 -41.8079 || 30.9 -14.4513 || 1255 49.48725 || 21.450196 26,919,996 153.73368 || 971.8 2007
-16.25 16.75 || -58.8997 12.7 -4.94024 || 1193 36.23217 || 29.2220679 || 34,861,927 90.954929 || 1855.7 2008
-47.2836 || 8.83 -34.6457 || 8.3 -1.92791 || 1170 32.65729 || 38.7652043 || 45,355,289 -13.87078 || 1598.3 2009
-29.2186 || 6.25 -69.8795 || 2.5 0 1170 32.92643 || 51.5292034 || 60,289,168 -12.64468 || 1396.2 2010
-4 6 124 5.6 0 1170 19.53608 || 61.5959906 || 72,067,309 49.119037 ([ 2082 2011
0 6 8.928571 || 6.1 -0.34188 || 1166 4.894399 || 64.6107444 || 75,336,128 63.304515 || 3400 2012
0 6 -68.8525 || 1.9 0 1166 16.18142 || 75.0656818 || 87,526,585 -168.6853 || -2335.3 2013
0 6 15.78947 || 2.2 1.886792 || 1188 1.557446 || 76.2347896 || 90,566,930 335.76414 || -10176.4 2014
0 6 -36.3636 || 1.4 0.16835 1190 -6.82558 || 71.031321 84,527,272 -25.57093 || -7574.2 2015
-27.8333 || 4.33 -92.8571 || 0.1 0 1190 7.026251 || 76.0221597 || 90,466,370 -17.40514 || -6255.9 2016
-7.62125 || 4 100 0.2 0 1190 2.642614 || 78.0311319 || 92,857,047 -19.55754 || -5032.4 2017
0 4 100 0.4 0 1190 2.728579 || 80.1602731 || 95,390,725 -2.927033 -4885.1 2018
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0 4 -150 -0.2 0 1190 8.439401 || 86.9253202 || 103,441,131 |[ -37.04121 || -3075.6 2019
0 4 -400 0.6 0 1190 15.91739 || 100.761563 || 119,906,260 || -7.039277 || -2859.1 2020
0 4 916.6667 || 6.1 22.68908 || 1460 -4.91184 || 95.8123137 || 139,885,978 || -7.757686 || -2637.3 2021
0 4 -19.6721 || 4.9 0 1460 20.30611 || 115.268063 || 168,291,372 || -20.82054 || -2088.2 2022
87.5 7.5 -10.2041 || 44 -10.9589 || 1300 20.77241 || 139.212022 | 180,975,628, || 156.848 -5363.5 2023
Ji—2a
5—aill
6.606914 19.14537 -0.36373 17.34022 29.605079 Saall
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L) Sl psio ;80 Gold (§ Aasicanall dolid)] Z3laddl LS (ope Gl 1id (§ o
LS« Eviews123ba>Yl zmebl Jlaaiwl @lyall § (ool Hlediwdl wiladus (§ douad
. (2023-2004) dxa3ll 8iedl Al dushyll ULy Jass

- dwhl liie Camogs U lasdy

(FDI) bl izl Hlediwdl lads (e pa (V) :galld) il -

L WSy dpuaidl dusliwd | Ol psiie oS (219 B ) O ptdit) -

(X1) pulgdl sl (oye -

(X2) o)l Bpall yaus -

(X3) . . ..” -

(X4 ) 85l yaus -
diayll Jrodlad) &yl yaiadl Ohlasl g8ls (2)dgdal! yelay 1Ayl paliw N Cofylacist) N g
X2 el Bpall paw X1 pwlgll didl (oye oY laedl (gl Hlediwdl)duh )il ol piiial
09 wadd HLas-19ADF Hghaallygd (93 Hlas! ow(X4 BUSWWI 2w (X3 e3uaill Joae
(2)d3..\:ge.l| ).e_[m Lo§3 Ol paiall @.A::d JoVI é).a.” ds| ‘w U PP Hlaslg

Al pal) &) il ADF Jshaall Sl g8 (S 939 PP (g ol Al sk quean 4 ) i) <) LI (2) Jgaa

UNIT ROOT TEST TABLE (PP)

At Level
Y X1 X2 X3 X4
t-Statistic -1.4204 1.3169 -1.9957 -1.4317 -1.8121
With Constant Prob. 0.5625 0.9983 0.2875 0.5569 0.3694
no no No No No
t-Statistic -1.8922 -0.3644 -1.8994 -1.5672 -2.2809
With Constant & Trend Prob. 0.6394 0.9856 0.6357 0.7877 0.4339
no no No No No
t-Statistic -1.0202 4.0458 -0.6307 -1.5122 -0.8785
OUIENE GEISENE e 0.2714 1.0000 0.4376 0.1206 0.3201
Trend
no no No No no
UNIT ROOT TEST TABLE (ADF)
At Level
Y X1 X2 X3 X4
t-Statistic -1.685 0.7285 -2.1961 -4.3009 -3.3667
With Constant Prob. 0.4290 0.9909 0.2113 0.0019 0.0202
no no no ookl kel
t-Statistic -2.4543 -2.1626 -1.5356 -3.9381 -0.9127
With Constant & Trend Prob. 0.3466 0.4926 0.7963 0.0218 0.9417
no no no okl No
Without Constant & | t-Statistic -1.0397 1.9680 0.1377 -3.877 -2.166
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Trend

Prob.

0.2626

0.9862

0.7195

0.0003

0.0312

no

no

no

Hkk

*%

(EViews 12) gl » Ao sl Lald) dlas) (a3 jtuaal)
Notes: (*) Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1%. and (no)
Not Significant

i ey L) I Gl 1 oy ByBne gl el guaz O (3) gl 0 ol
D Gudal Aol (qm 10T dayll (ro Aelie dwhlll Olpsie OF I PP Lis-19ADF
ARDL Long Run and Bounds Test.s il Jo&il) 394! ylast 9 ARDL

Al Al gl J g1 (38N 45 ) RSN < LR (3) Jgda

UNIT ROOT TEST TABLE (PP)

At First Difference

av) daex) a0x2) 40x3) d(xa)

t-Statistic 22774 24819 2.2682 21452 ~2.0862

With Constant Prob. 0.0184 0.0127 0.0187 0.0229 0.0251
** ** ** ** *%*

) t-Statistic 22461 25013 2.0578 20318 2.049
G CESENE & e 0.0451 0.0325 0.0551 0.0565 0.0556
Trend x *x * * *

) t-Statistic 2302 2.0957 22801 2226 21109
UROLE  CErEEIE & o 0.0224 0.0362 0.0236 0.0268 0.0350
Trend x == = *x *x
UNIT ROOT TEST TABLE (ADF)

At First Difference
av) dex1) a0x2) 40x3) d(xa)
t-Statistic 22902 -1.8499 1.8617 21715 3.3528
With Constant Prob. 0.0181 0.0355 0.0345 0.0220 0.0196
** ** ** ** *%x

) t-Statistic 22915 13745 3272 47007 6.4208
BT CESENE & 0.0425 0.0848 0.0886 0.0035 0.0000
Trend ey = = ey ey
Wit © o | Cttistic 26837 -0.4567 19283 3.9775 3385
" It g”t onstant Prob. 0.0089 0.0509 0.0525 0.0002 0.0013

(EViews 12) gl » Ao sl Lall) alae ca 1 jdaal)
Notes: (*) Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1%. and (no)
Not Significant

Tslio A gall @il MU ylasidl 73 gl 425 x5l s tARDL1 el G AL Lisld
Lo gl AST (o a1 drwladlly d5LasY| duginnll §uds (o,3) €lI3s .(ARDL)
ozl Ol A8 sde Jods(AIC) yliae e Ayl codeiel 3 cdiwlyddd 8,8 gadl UL
Olpaiall 39,0 Wlalsd sue douss (35 .73 g Aol (ol Wil (3 583 LS ao3l
i Iy ppaail) pusciwall GlasYl gl 8 e LSl Hudall 235081 § diesaiall
pall yaw X1 pwlgdl aaidl poye oY bl iVl letiwdl)olpail (2,4,1,0,0)
Jod=llg ‘L}'ﬁ"‘“ de ored! dIHluadl e (X485 yaiw (X3 @il Juae X2 Wﬂ\

Ay ) U9Vl z3 9000l ol (ARDL) g3 gail ydits g8l (om0 (4)
(ARDL) Js¥) g3 sal¥l 5uai (4) g2

Dependent Variable: Y

Method: ARDL

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (4 lags, automatic): X1 X2 X3 X4

Selected Model: ARDL(2, 4,1, 0, 0)

Variable Coefficient Std. Error t-Statistic Prob.*
Y(-1) 1.682904 0.109771 15.33106 0.0000
Y(-2) -0.951944 0.107727 -8.836622 0.0000
X1 -224.9643 85.04943 -2.6451 0.0142
X1(-1) 466.3016 144.4911 3.227199 0.0036
X1(-2) -439.1103 144.2456 -3.044185 0.0056
X1(-3) 430.3404 120.7924 3.562645 0.0016
X1(-4) -285.0857 61.58843 -4.628885 0.0001
X2 -2.071875 4.401806 -0.470687 0.6421
X2(-1) 11.52586 5.861257 1.966449 0.0609
X3 -68.27797 33.02799 -2.067276 0.0497
X4 -94.84291 66.60696 -1.423919 0.1673
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Cc -8158.156 3128.477 -2.607709 0.0154
R-squared 0.971629 Mean dependent var -2255.333
Adjusted R-squared 0.958625 S.D. dependent var 3796.73
S.E. of regression 7.722857 Akaike info criterion 16.39779
Sum squared resid 14314204 Schwarz criterion 16.92563
Log likelihood -283.1602 Hannan-Quinn criter. 16.58202
F-statistic 74.72038 Durbin-Watson stat 2.643352
Prob(F-statistic) 0.0000

(EViews 12) gl » Ao sl Lald) dlas) (ha 3 jdeaal)

SlebasYl zhal @3: (Bound Test) &8 s dit) JoelSily aguond) HLcis! Al LA
Jlo> AU Huiall 735030 Doguall (F¥) dasd Ol ¢(5) Jsudl § kel g &l
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9
Series: Residuals
8 Sample 200651 2023S2
7 Observations 36
6 Mean 6.08e-12
5 Median -13.82499
a Maximum 1078.242
Minimum -1425.470
3 Std. Dev. 639.5133
2 Skewness -0.306897
Kurtosis 2.747746
1
o .-.- .. . Jarque-Bera 0.660561
-1500 -1000 500 1000 Probability 0.718722R
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 1 lag

F-statistic 0.951352 Prob. F(1,23) 0.3395

Obs*R-squared 1.429926 Prob. Chi-Square(1) 0.2318
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