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Abstract

The aim of the research is to measure the impact of financial development on
economic growth in Irag using the annual time series for the period 2004-2018 for
a number of monetary and financial variables (money supply in the broad sense /
GDP, capital accumulation rate / GDP and the ratio of credit granted to the private
sector / GDP) expressing the development in the financial sector in Irag, and this
period was chosen in line with the relatively high rates of economic growth
witnessed in Iraq, and the study used descriptive and quantitative approaches in
order to build an appropriate standard model to measure the impact of financial
development on economic growth in Irag, and the method of time series analysis
was used. The results showed that the economic variables contain the unit root,
and the variables become stable after the first differences, and this was followed
by subjecting the variables to the joint integration test by the Johansson method,
which proved the existence of four vectors for the joint integration between the
research variables, and the results of the joint integration showed that there is a
long-term relationship between the variables The subject of the research, as the
causation test of Granger concluded that there is a unilateral trend of causation
from the financial variables to the variable of economic growth, and the research
found the existence of an effect of each of (broad-sense money supply / GDP, and
the ratio of credit granted to the private sector / GDP) on economic growth in Iraq,
while the rate of capital accumulation / GDP was not statistically significant. In
light of the previous results, the research recommends the following: The
necessity of directing domestic credit to productive investments by paying
attention to the rate of capital accumulation that is directed to local investments
and attracting foreign investments by providing a safe and stable legislative
environment that helps financial liberalization for the purpose of increasing
economic growth rates in Irag..
Key words: Financial Developing, Economic Growth, Common Integration,
Money Supply.
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51.28 Jis= (Jarque-Bera) lodl dad cualy Cus oanbh g aifi ) sl mll)
2 pal Jadl) dudeill sy SV bl JSally <005 (e JE 25 0.0000 Ligine (gsinas
2018-2004 saall ol 3hall b Jaay) s
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Lo il aly LS .2106 ale (44.96) il (o LasiS pugal) agall Gmpal duas e b
sl 2l (e iy of g 2005 e (20.24) ZU e dawiS gsall 52l (]
Sl (Jarque-Bera) lodl ded caly Cus qoanhll agll am Yomlll e A
Josell gy V) ) Sy 0.05 (e ST 25 0.693527 Agine (s5isas <0.731930
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ale (9.86) ) (e LawS alall ¢ Uadll asiall L) A el cialiy 2018-2004 sad)
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Eviews gl cla da o aladie Yl Glall dlas) (a2 juaal)

—2004 sad) ol (18.36) Ghal) 8 @l e L€ Jlasdll GsSll Jaa] Jawgie gl LS
@il LS .2103 sle (26.90) @l e Ao  Maall cpsSill Jaay does el by 2018
Saal @iy ¢ maig 2007 2le(9.34) @ e L€ Jaalll cpsSll Jaay daws Ji
(Jarque—Bera) _laal dad il Cus ¢ anhall a5l o ¥ 2l e dawiS Jaad )l o<l
can SN Sl Il L0.05 e HST 840.780932 Lisiee (gises <0.494534 s
:2018-2004 522l ¢l Ghall b ol (e dai€ andll 0s&al) Naa) dlulid Jiajl) el

[

2018-2004 sl ¢l (3l B ) (o dsnS lanl) Cposil) Nlas) :(4) <

F«IA YL IV Y2 1T Y412 Yo 1€ Yo IW Y21V Y41) Yaodle YourQ Yoar A YooV YeourlU YeuolO Yootk

Eviews gl p clada Ao alade Yl lald) aae) (a1 juaal)

Jadladl Julas clshal Gaca J¥) eha¥) Aol (oS HLad) i idudam gfl yolaw Hhiisil.S
Al 8 (Unit Root Test) sasgll jda agag slos) sale sSadl Hlodl 8 aadiany el
Oopm oalid lad) (Augmented Dickey Fuller: ADF) lgi- S lodl ddacds 4l
O e il dagall @hlaa¥) e (P.P) Ggom uld L) s . (Phillips Peron, PP)
t V) sadl) e ey ddudadl 6 oV Al e adiag cdasall Judlud)
Ayy = ag + Aye—q + Up
Ay, = oy + at + Ay + Uy
PO sl Las) g op daleall () il e (PLP) Lol adsy
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Aal) Al 55K p2e e J ) dgasal) dun il

Hp:A=0
el Alabudl sSa e Ja a3l Abad) Zuca

Hl: )L * 0
W clgbisiven die Al duladl os€a o Ja @ sl (o ill Jiis dugina Al A il 1303
(344 a 12011 Bren) Do)l Al ()5 a2e e Joy ld (b dugina e cilS 1Y)
Dickey-) Lls S Jladl sa diadl Judldl OpSu sl 8 lesd SSYILasy) o )
(Augmented Dickey Fuller) i = S JLidY daugall davall 2ty caugally o) (Fuller
e oaldill ol clad) agan e cwlie ae dila) DA e @y Aasd) dapall s
A5 Aiall alasiuls ¢33l BlayY) AlSha

m
Aye = By + Bot +Ays + 06 ) Ay + g
i=1
anll Jid Bys W oSl lad) alp duiey Alabu (6 Jia yy cAiedl) Bsadl) Jola Jia M Cus
el ALl V) Gl Jie A el ol dia by S lad) dbled culil
.(Gujarati,2004) Jsdall sl Jis upedia)l Alabodl Ahlaal 558 S yp_ g cdasg jaall
Al )l 23 gaid i paaial Bas gl Hda LA & 1(3)d s

Variable (At LevelConstant) (At first difference Constants)
ADF Prob The decision ADF Prob The decision

GDP 1.377- 0.5623 None -stationary 2.501- 0.0371 stationary

M2 1.285- 0.6052 | None -stationary 3.827- 0.0200 stationary

CS 0.0049 0.7589 None - stationary 4.673- 0.0059 stationary

CGF 2.149- 0.2303 None - stationary 4.571- 0.0042 stationary
At first difference Constants

At Level Linear Trend

Variable Linear Trend

ADF Prob The decision ADF Prob The decision

GDP 2.193- 0.4542 None - stationary 2.439- 0.0463 stationary

M2 2.989- 0.1779 None -stationary 4.455- 0.0285 stationary

CS 4.145- 0.1375 None - stationary 3.947- 0.0454 stationary

CGF 2.397- 0.3645 None - stationary 4.389- 0.0213 stationary
Variable At Level None _ At first difference Constants l\_lo_ne
ADF Prob The decision ADF Prob The decision

GDP 1.057 0.9145 None - stationary 2.170- 0.0337 stationary

M2 0.147 0.7132 None - stationary 3.093- 0.0049 stationary

CS 1.465568 | 0.9565 None - stationary 2.225- 0.0301 stationary
CGF 0.330- 0.5475 None - stationary 4.775- 0.0002 stationary
Eviews galbix clajda o aldicYl glialdl alae) (a1 juaall

O S usall Sl Gmje ¢ aall @il Jleal) duball Ghsie ges oF (3) dsaad) e s
s () e L€ el el Manly il (e L€ (alall g Uaill piadl oLty gl
OsSaall Tyl (3aady el aa (93 (gag ¢ fie) oladly il aag (il aay (Level) (gridll b Al
Al e ALl z3gal¥) iyl duiadl) Judlall i e Bly (gl oV Guil) T s e

(CI~(1)) s
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(Integration) dasall G (se AlelSie daiajll dedlaal) 588 Lavie <23 ol JolSTH (Jodond. 6
asylan i) A Ayl i) JalSall Culld aladiad (Ko daldl oSl sl G e —
A & J=il) (Johanson) (seilass lial amy cdishll (saall & lgialp ahall il psnal
P ) dpidl JolSall asie e ST agng AulSeY ellly (ouuite ga JSI e zisal) slgial
.(Brooks, 2008:351

i) 3 gal & patial (omdld g2) ALy jhay & jidial) Jalsil) LA gilli ;(4) J gt

AV s
Lol LAY dad A al) dagl) el o i) (Hy) piad) (a8
Ay Critical value (Hy) & idal) Jalsil) cilgatia 2o
0.0000 137.0340 47.85613 r>0 r=0
0.0000 69.72220 29.79707 r>1 r<i
0.0003 28.41233 15.49471 r> 2 r<2
0.0044 8.130752 3.841466 r>3 r<3
“Trace test indicates 4cointegratingeqn(s) at the 0.05 level
alie Y eyl jlas)
0.0000 67.31182 27.58434 r>0 r=0
0.0000 41.30986 21.13162 r>1 r<i
0.0050 20.28158 14.26460 r>2 r<2
0.0044 8.130752 3.841466 r>3 r<3

“Trace test indicates 4cointegratingeqn(s) at the 0.05 level

Eviews g=lin <la Aa o slais Yl Glaldl) alae) ez jaal)

Gl lgatial) 2o of o pati A dsenall decaill ) sl das of (4) Jsaal e ey
Jia Ga ST agng gty chaenall dacajill iy My %5 AN Gfues die dugina iea
Gle s 4aie 2y (B (Al dpeall Luapdll los) dam cilS Lay (7> 0) Jalsill 4
G sy JelSE At (e ST agag o pai @) il Gl Jis iy cugine SSY)
Lgie SV o @lide JalSS Clgatia EDB g il ) desal) dacaydl) lad) dags el
adaal) Al Hlad) Ll i) Jalall cilgate ml d5as S e ) Gl dais s
(r < 3) (oaed) (il alaall daill los) Ao ol Cum JY1 lad) &35 ae 5 4ails Celad
el dems e Lae %5 AN (ssie e Augine SSY) e Clgaie EDB sgag ik 3
caal) Jaelsall

B e BaS sl S iage) Aliall cilpriall cp JaY1 Aol 455)5 ADke dsas e Lae
Dially (2 e dawi€ el GusSl Jaals 0l e dawi€ alal) g Uil asial) olay)
2018-2004 s2all £l Ghall 8 (golaBY) gaill b Jicial) bl

obadly OsSll jlad) Gaat ae WSl Z 390 dtcuad! AdMal| HLdish) ZILD sl
O s Bl 4Dl 3gas o S any (el Z35a¥) i & ead) Jis il Jall
palal) g Ul axeall S (bl (e A€ pussall ) Gmpe) 8 Aid) Al i)
sl ) el gl udly (@l e S Jleahl) el Jlealy @il e dasS
G osd) 6l comlabe n @) Al ol s e cV s EDE dnadl aags o golaBl)
SV AL el o 6 coaladad) Gy Aalad) slatly cal Alade 8 0 Gaey Aol
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o) Ll ¢ JaY) ALl byl ey Aol ALl 8 jually Al ALl B s e
U sng ca) Aludee (8 Lt Casnn ¥ Al (8 il of ol o) ADUEG) 568 Y
casi (Sass 5 o ST Ligenall F AN (ggine (IS 1Y) L Ao 3535 o3 (oiaal) (il
:(Shan & Wilson,2001) b LS el
_ (RSS, —RSSur)/q
RSSyr/(n —m)
csall 230 sadall yae HlaaWIUP caall laaVi 1 lasi) lsy Cilasje ggeae RSS idua

13 Goaiall G A A8le dgag a3 g (JalSll 2 3galll & Glalaall 230 M claalinl 2ae N
Granger ) Jlial maas V) Joaally %5 (e Jil F- Statistic iad vic AV (ggine <l

:(Causality Tests
i) jiiall g AdEiall C piciall Cym Apsaad) ABMY) LSS 5(5) o

Null Hypothesis F-Statistic Prob Result
=P \12 GDP 3.91085 0.0654 Accept causal relationship
=»CDP M2 2.71702 0.1258 Do not accept
=PCS GDP 2.48559 0.1447 Do not accept
GDPCS 7.63889 0.0140 Accept causal relationship
w=PpCGFGDP 1.17882 0.3559 Do not accept
=P GDPCGF 3.32886 0.0887 Do not accept

Eviews gulip cla e o aladie YU cpfiall) alae) ¢ 1 jaadl)
dolal gola®Y) sl g Ul e da€ ) (e A O(5) dsaal) (e daads
OLY) 3D Wl (@hall & (ealai®Y) gaill ) bl e dawi€ Sl Gage (pe 4aT sladY)
L) ) golai®y) saill (g slad¥l dpalal (ala®¥) gailly w3l (ge Gawi€ Galal) g Uadll axial)
B e L€ Jead )l Sl laa) o 3Dle 35a9 paey z8l o i€ alal) g Uaill axial

L3hall 8 ol sailly
JalSilly (oSl hlad) il sona b i) 23 9o ‘.?.‘J'hh:'" O elae yalad el
Ll alaiuly i) hrid) e bl pandll laasy) 3l 508 5 dalad) dudly )

t V) Joanll b LS cllyg ((OLS) (gyauall e ol
Gl pigad B laadY) Edlalaa pall il 1(6)d s>

variable coefficient S.E t-statistics P.value
C 28.14141 1.670663 16.84446 0.0000
log M2 -1.066704 0.492159 -2.167397 0.0530
log CS 1.174283 0.190163 6.175144 0.0001
logCGF -0.217633 0.218143 -0.997659 0.3399
(ajd R%: 0.85)(R?: 0.88)
Prob: 0.00002027.71436F-statistic:
1.107244 Durbin-Watson stat

Aibasy) Lapall e @) 8 8 ol @ 73 galll Aniag 5390 o S iluslu

(265 (= <2005 cighe) V) sl e dllyg (OLS) dikl
0 Wi (S ) Bl ) 2axiall panill Qb s o(R2) kit i) Jolae . 1
diad ol caamiall Slani¥) Al b dsyaall Alksall il ANy il id) &SIyl
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e aaay 4 LS Alle 389 Basan zselll aiaiy Adle daadll culS LS caalglly aall o
Gasl 83sa Ofs ALIS 735D Lyl B0l G a3 (8 Taaly (lnslS 138 Adle &y
O gl urially Aiicadd) Shriall o 4n)aat¥) A i DA (e Baadlg L ) o e
27.71 g\F-statistic laa) of LS Lolan) z3saill s3ga e Ja 13s %85caly R2dad
CJSS 2 asaill B3sa Ao Jay 1385 <0.00002 Lllaia) dads
Sl Pla e ally; «Histogram Normality testi acdall gajgidt slisl.2
o Glld) o i 1360 0.05 e ST Lasdl ddlaa) dedll calS 13y . (Jarque— Bera)
18y ¢(0.647) zigaDU Adlaa¥) dadll j008 DA ey +(:2013c295005 ¢ oelsuddl) s i
(21) = @Dl il . elall aysill aiis gl O (e
s s ((DW)0siady cppss a1 olasials ellly 489t IMEI gi A Lol ™). 3

ol debia by LasY) deds SVl dsws lepd oyl ]

(14902 :2011 535 ¢ (gDl At

Null Hypotheses Hy=p=0

Alternative Hypotheses Hy=p=0 |

el z3sall & I Bl V) AlShe 3sa5 p2e e a1 ¢ 1.07 = (DW) dad il

o @aall (Breusch— Godfrey Serial  Correlation LM Test) jlaal aladia) 2 WS
Gum S Bl ASae e Sl ¥ z3sadll of LM Test jladl) it cojlaly « 3130 Jalsy)
(I L,V Aia e e Y z39a) UL 0.05 e ST 29 0.0832 ,Lad¥) dad caaly
(25)0= 1 Galall kil
) il AlCae GLESY chLadY) e wsall sag Gus s GabCl uilod HLlaisig.4
tiadl) il paeny el Glasye o Al ) siiw GWARCH jlasl e oliald) sl
0.669 =(ARCH) ,Lsa¥ ddlaay) dedll il Gus (1154 201 Tezens) el G,
ol palidl) 2 3sa) B bl ailas ASae gag are ey e 0.05 oo ST L
(25) 0= Gl i
(Variance ) oall admi delae Jlia) Pl Ge dllly s ladedl Ziga)¥W| AlSie Li.5
Ui 3sag a2e o Ju 138 10 (e Ji 5laaY) ded cilS 13 ¢ua dInflation Factor: VIF
3539 pae o Jy 135 5 e B LaAY) dad culSs (221 a 20156 ila) sl 7153V
(25) 0= Ol kil Lol @l 2 3gaill b Jadl) £ sa3Y) Al
lebilaty o 3gaill duulidl) il muant Sar Lilas] z3gaill daia (e 3SEI ey
e O (6)dsaadl DA e B3 (uk @Y1 73 9ot ZALLY $3Lald W Jidoell slasbis
Lo enit Altiesall cilyriall o ) e daidll 389 (0 ,85) iy z 3saill Janall apanill (Jalas
Cilpaial 35a (%15) aiansi L ofy ¢ ial)l Jadll il gai b dualall i) (e (%85) s
ol 30aills 53 o (A
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oaliaily adaill ) g5 gall Gyl 52b) of Gam dabady) Akl ae 38 135 <% 106.6
LY gaill e lbee (Saty (3 5aY) Aleall A)5500 568l

¢(0.0001) V2 (ggiwasg (1.174) o) e A€ Galall g Unall axgall L) dig pe Jalan alig
5313 M g %100 Aty Ll e Gasi€ Galal) g Uadll asdd) L) 5ol of e o 1aag
g lall axaall Gl 5ol of 3 Alam®¥) Lkl ae i 1ag %117.4 Aty golai®y) gal
Lalal ol gaill e ety 3 ) Hlealy 2 Lyl by ) sague palall

Lsina (ggimary ¢(0.21767)ik a8 2l e FawiS Jaadl cpoSll Jlea) digp0 ol Ul
Y 2l e Gawi€ el cpsSll Jea) of o day 138y cgpina e 4l iny 1389 (0.3399)
:2018-2004 s34l £l Ghall b ol sail) o 35

Olao 91819 Colm LY
Ol LN

:2018-2004 s2all ol 3hyall & (galeaiBY) paill & Ml olaill il (el ) Canl) o
tel Lo Lgaal ) e dles ) il Jeagig

Oo LS magal) (aEl) g yeall) A G Y (galaB] il o L) ADLY il ekl L]
piall Aadll G 8 w40y (W e A€ Jaalll el M) ¢ Aaall il
- 2018-2004 sad) ol Pla Ghall 3 Aadll w5l Jles) (o A€ (alal] g Uail

Ghsidl 4wl of e ey (0.85)R-squaredaasill  Jales  ded il 2
i€ Galal) o adll asiall Asall QL) ¢ Aaall il e GasS pnsall (5281 (g prall) Alkicndl)
Dl e %85 e Lo uady (8l (e dai€  Mawll 0asSill  Jlaa) ¢ Asal) milil) ] e
3553 %15 4 Lag 2018-200452a) ol Ghall b ((s3bai®¥) saill) aolidl juiiall b Jualal)
Z3sal & )5 o) ol

disina (ssiunns «(1.0667) Aad) ZU e Ao pusal) (g3l g yeall Ligye Jolan 3l .3
(S Baaly Bangy Al il e A€ mesgall (528 (g yeall 82U o e 1385 (0.0530)
%1063 3 solaBY) saill mlidsy

(1.174) Sad) @l Jaa] o LS Galall g Uadll sl ol GLai¥) Aigye doles 3l 4
glhadll asid) sl ola¥) sl of e 135 5 e B ay (0.0001) disiee (ssimas
Tl 1730l 8 (salai®¥) saill 5aLY (5350 Basly Bangy Jaall il ] (g0 4o sl
Gsinay «(0.2176-) Asall zlll Jes) (e i€ Jlandl) cpsSll Man) A5 ye dalas oy .5
Saahll oSl Maal Ligse dalas digine pie Sin 1385 %5 o S| 25 (0.3399) disine
sl Ul Jlea) (e dausS

42

——
| —



2020 Qe / Joba! st / sgdndty astaadt 3dalt /5 pdhs Al Disadt /2 Sl 1 aglalt A pal At
Iraqi Journal For Economic Sciences/ ISSN:1812-8742/https://doi.org/10.31272/1JES2020.66.2

rul| Py |

tb Lo (eas L) O Aol 3l ggen b

G Mol Kl Jaeas slaia¥) gl oo datie blainl S Asall L) dungi 8y a1
el ey dial duanydi Ly s e dauia¥) ChLELY) Gl dlad) chlénuy) ) 4sg
L3lad) b gala®Y) satll e B3 sl JW) el e

@BV sailly hEaY) i Aaali Lol Clubis acy pLall Adhal) Al o a2
Aeld 5aL) Anlacgall Ladlal) labid) (o 23l ey adaill eV o yladly Il
oY) 5elS 53 e Cagisll CehaY) Gl (55 aniy ALl dyeadly Il g Usdl
Ngpalial 2L callaliay) 3ag dialee iy (Y Canilly

il gl GV (ol Llall dealuall palall g Uadll (g @l s alaa¥) e a3all=3
Glaialy age¥l dpliaal 3 Sl il e Slénadl dulud) SEU Gl Gsn i
cgdiall (galaiBY) gaill (3885 (190 e Jsad A Adlanl) Joal) (1 Loyt s cllially
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AN S ey adall JAa A5 el g Cuaiey K

Jads Adyeadll flagl Awn DA e Gl aopadl Aglat¥ly doall Glubull L dlia -5
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o e Jalaill Laganag Lginganal Dl Al Glsad) ddeld o AST skl (3a b oLl
alea) el ¢ Uil oy (o2 (ol paill (aiad duguidl Gilsall &) DA (e IS 2y 3l

alall
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plasiuls dpuld A cdoalill Jgal) b (oalaldy) gailly el glaill (2016) ¢lans o cdial-1
(Quali (Alily < o drala colygis Ay 2014-1989 5l A Ugs 25 (e Al Jilul)
L oial

B ) juailly BEY) JB A ol quiad) il B ) jshail) (2015) caxa (AlE -2
DA (Basdl (el Clugall ¢l Ao 2013-1990 554l

Gun dgana Aaagi ¢ Aol Jygailly oiill bl L(2010)¢ el Mg iy i3
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GAl Uaa (galai®y) galll Gafind B Ldlal) Cijlaaall ugail) joal) (2015) cBjas asS Gun—4
232 23 9 alaal) (11 Adad) ¢dylayly alai®y) aglall

— asilly Sl slaall 1y AgY) daddall galaiy) gailly Adlall Ladgal) .(2011) s (Bpan=5
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Luapl) ASlaal) (B (galai®y) gaill o Al jghaill il ((2004) a8l & 3o des op N6
205 2l Gajal) de dlal) daals dlaa cApagad)

malin pladialy Gudailly Al o ubEl) e L(2013) A (el alua caggla=T
oY coles Bpall Jla (Eviews7

dagllal) ) ¢ 2k ¢ Agia ldd dani cdlliiall Glald) B gala®) sail) .(1979) couiga w98
g ¢ pilly ds Ll

@l A alaBy) gail) o Al alal gkt 80 L (2015)c0gAT iy deas 3959
15 aadlc 35 alaal ¢ BB Ayl Laall < (2009-1980)

I oY) allall (e Aol B ¢ gaill (B cuall (galaiBY) i) (1989)cgpadll sau—10
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