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Abstract

This study aims to identify the extent of the impact and effectiveness of financial
policy tools on the money supply through its financial tools represented in public
spending, tax revenue, budget deficit or surplus, and public debt. Two approaches were
used, the theoretical and the standard aspect of the study, as it included two topics. The
first deals with the description and formulation of the model, as well as a description of
the estimation and analysis methodology used in estimating standard models that show
the impact of fiscal policy variables on the money supply based on the Eviews-12
software package. The results of the study showed the existence of an equilibrium
relationship between the variables of fiscal policy as a percentage of the gross domestic
product and the narrow money supply as a percentage of the gross domestic product in
Irag, which coincided in their effects and trends between the short and long terms. From
the conflict of goals among them, as well as the need for the central bank to take into
account the issue of focusing on the money supply, especially money in circulation,
when formulating its policy in order to influence the macroeconomic variables.
Keywords: Narrow money supply, government spending, tax revenues, budget deficit
or surplus, public debt.
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Inter. & Inter. &
Intercept Trend Intercept Trend
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Original Variable (Level) After one Difference
Intercept I []rtreerr.]c(j& Intercept I?rtferﬁf
(0.261) (0.229) (0.000) (0.000)
X -2.598"* -4.374%** | -7.086*** | -5.044***
2 (0.104) (0.008) (0.000) (0.000)
% -2.145"s -2.172"5 | -6.746*** | -5,196***
3 (0.229) (0.487) | (0.000) (0.000)
x -1.376"5 -3.998** | -7.740*** | -5,999***
# (0.581) (0.020) (0.000) (0.000)
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n.s not significant
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ARDL Long Run Form
Dependent Variable: Y;
Selected Model: ARDL (1,2,3,3,3)
Case 3: Unrestricted Constant and No Trend
Sample: 1990-2020

Variable Coefficient | Std. Error | t-Statistic Prob
C -15.14962 | 2.217585 |-6.83158**| 0.000
X1t 0.589677 | 0.029061 | 20.2907** 0.000
Xt 12.67893 | 1.003289 | 12.6374** 0.000
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Variable Coefficient | Std. Error| t-Statistic Prob
X3¢ -0.175280 | 0.073882 | -2.37243* 0.037
Xgt 0.008641 | 0.002114 | 4.08761** 0.002
R-squared 0.809658 Mean dependent var. | 20.68893
Adjusted R-squar. | 0.900069 S.D. dependent var. 11.69816
S.E. of regression | 2.613978 Akaike info criterion | 5.039600
Sum squared resid.| 75.16170 Schwarz criterion 5.848439
F-Stat. 33.1092** | Hannan-Quinn criter. | 5.286870
Sig. (F-Stat) 0.000 Durbin-Watson stat 2.278453
** significant at 1% level
* significant at 5% level
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AdliaY) diediy (-2.3724) sl el 13¢] (1) LLid) Al ) Taliud 4550 gal) Jae 2
Jaad s gsina 5l asas ) el 1368 (%5) G sieall ge Ji 8 15 (0.037)
B 3305 e I3 ny ¢(%5) Aine (5 i o 5 Jyshall Jad) () g (3315l
Al (e A pal ) gam Gl 8 (%1) = (Alea) Aol Ul ) &) sall ae
G e IS S Gl L (%0.17) = dashll dad) (8 (Juad) ol &) G ol
Gshie ae dagill oda 5805 Adma Dl giue e alall Gall 5 gy puall o) Y ¢ sSall
Cua (Guall 281 (e s 43 sall Jae Gu le dpuSe A o Gas A dalaidy) 4 Ll
) s 135 Aaladl il ) e dalall ClE aaa el e A5 sl ae 3345 ¢
(Gl il e 3aly )
Adlaa) diedy (4.0876) Aalls sid) 13gd (1) L) ded ) Taliul salad) cual) |
Alal) pall m e (5 sine il lin o im 136 (%1) G sl e JH (2 15 (0.002)
Ol A Baly )y die AN iay ((%]) Avine (5 sise die g Joghall JaY) A awil) e
&) Gaall 8 (i je Do 33 (M o G G (%1) = (a5l Y Bl
Y e IS @l Gl 8L (%0.009) = diskll dal 8 eyl el gl
bl pall il ) Laadlys Ame Cilysiee die alall Cpall s D) sall Jae gy il
Gl 3305 ) e LB Akl (§ shaie ae Al o3a i s Tas Ui aay Bl (2 e
e daxd L sy 538 5 3y Yiall dpe Sall il Aozt G jad Bale (558 asSall 4 alal
e Sall 5 (Gpall 28 e B3 )
Aallaiay) aiad 5 (33.1092) sl 5 z3 53 (F) Jlis) dad ) g sa b 1@ isal) dgina
bl 235l b dale B ) ey 4l i 1368 ((%1) G sieall (e BT 2 S5 (0.000)
Sl e anan O (Sras ¢(%1) dsine (5 s ie 5 dibian ) Lalill (e Tgine 2y il
By e Smd Jiskll Ja) b ) e B Lgiee i dasine Bl Al
Lo Gaall asil) e (B il (e (%90) oF 3 Alle A i 308 aiah 3 sad)
(4.8) z35aYL 53 ) gl Alall Ayl Ol jpiie
(bl G..AJA..;‘}“ e S (V) A8 Jeaall (e :JaY) B ual ABMall Julatg ja85,
dal) (G Gloall Sl (e (B A Abudl ) aie 3 G 68 ARDL(1,2,3,3,3)
158 ol Ja) 8 31 all Haidl) ol =3 el o Jsaal) il (e gy ) L jpeail

AY, = 0.208AX;, — 0.362AX,,_; + 4.179AX 5, — 11.028AX,,_;
— 6.080AX,,_

—0.176AX3, — 0.537AX3,_; — 0.158AX3,_, — 0.001AX,,
— 0.007AX 44,

—0.003AX 45 e e (4.10)
Al Aandl ) yite G JaY) Byl A8l a8 il (V) Al Jsaall sy
1l LS 5 (2020-1990) saall JMUA (31 jall 28l 2a e
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) all S8l (2 e 5 AL Al ) yrita Cp Ja) 5l ARl 085 il () Jsaal

ARDL Short Run Form
Dependent Variable: AY;
Selected Model: ARDL (1,2,3,3,3)
Case 3: Unrestricted Constant and No Trend
Sample: 1990-2020
Variable Coefficient |Std. Error| t-Statistic | Prob.
AXq¢ 0.208160 0.054051 | 3.85115** | 0.003
AXjt-1 -0.362129 | 0.091825 |-3.94367**| 0.002
AX o4 4.179559 0.823496 | 5.07538** | 0.000
AXpi_ 1 -11.02827 | 1.697641 |-6.49623**| 0.000
AX5_5 -6.079625 | 1.369905 |-4.43799**| 0.001
AX 34 -0.176460 | 0.094075 |-1.87574"*| 0.087
AX3i_ 1 -0.536768 | 0.079899 |-6.71812**| 0.000
AX3 5 -0.158477 | 0.075614 | -2.09587"*| 0.060
AX 4t -0.000549 | 0.002889 | -0.19003"*| 0.853
AX4i1 -0.007378 | 0.002995 | -2.46325* | 0.031
AX 419 -0.003337 | 0.002041 | -1.63494"| 0.130
R-squared 0.785363 Mean dependent var. | 0.495468
Adjusted R-squar. | 0.883653 S.D. dependent var. | 6.562587
S.E. of regression | 2.238477 Akaike info criterion | 4.753886
Sum squared resid.| 75.16170 Schwarz criterion 5.372409
F-Stat. 18.089** Hannan-Quinn criter. | 4.942975
Sig. (F-Stat) 0.000 Durbin-Watson stat | 2.278453
** significant at 1% level
* significant at 5% level
n.s not significant

EViews. 12 b p Gl jaa e aladie Wb Salill dlae) (e 1 juaal)

(b L (4.10) Dabad) o5 (7)) @5 Jsaall e iy

-)5(3.8512) sl e cuialldl 5 il 13g) (1) Jlial e ) Tolii) s ag8adl G
% 1368 (%1) sl e B a5 (0.002) 5 (0.003) ddlaia¥) lead 5 (3.9437
Lina (5 sie die 5 pealll JaY) 3 2l e B e sSall B (5 gina il s
Y e A (B (%1) = Alea V) aall @il ) o Sl GEY) A 320 ) xixd (%1)
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(%0.21) = Lo 2oudl (8 Maad) ladll @il ) sl (ympe daud 3305 Y gam
v Al Al Gl paie (b ClS Gl 8L (%0.36) - Al Al (8 axal i
OsSs Lemsd il 8 38l (mpe e Sall Bl 8 o s elld (e Abme sl
Ll A A5l el )5S Wi s s

-) «(5.0754) sl e Ll 5 puiall 1ag) () L) o ) ol sy sal) clal oY)
oo Ji & G5 (0.001) 5 (0.000) «(0.000) Adlaia¥l Lgas s (-4.43799) (64923
oY) b il mge 8 A el a0 (g e il Gllia o ey 1368 (% 1) G sl
ladd) Ul 1) G el culal ) A sal ) aied (%1) iina (5 giee No g il
el Fl sl e dw 33 ) g @l Gl L A (8 (%) 2 Fead)
& 42l i (%11.02) = AUl ) 8 daxal i (%4.18) - i Al (8 ey
On Ame Sl giae vie Alal) Al G i (Bl Gl () S (%6.08) = A8 )
05 Laiy dlin g ()5S0 Lgwads A3l (8 28 (jmje 8 Ay el i) Y) ).{st'oimdh
Ll o) i) 8o il

LllasY) Lgied s (-6.7181) :udu\j Dl 13gd (£) Jlas) ded ) Tali 33 sal as
Daal Glla gsine Ll lia ) Fay 1368 (%) Gsinall 00 JB a5 (0.000)
Jae Al 33l dad (%) dine (e die s ualll JaY) B sl i ge & 43 sl
Jae A aal 5 ) g @l 8 L s B (%]) 2 Jlaal) aall il () A sall
Gl e AL Gl (al 58l (%0.54) - Al Al & Jlaal) sl Ul ) 4651 sall
Slo Lendi Al 8 400 sal) e il eda ol Lain Aime Gilgiue die ALl duluud)
A8 e

Allaia) Wiad s (-2.4633) Axdll Jm\ 13gd (1) Jlia) dad ) Daliind caladl cpal) |
plal) Cpall Gl (g gina 5 Gllia o as 1363 (%5) (s simal) (10 B & S5 (0.031)
) alall Cpall A 30l ) aiad (%1) Ajina (5 gisn e 5 ypaail) S & il = e e
I Bl Sae A a5 ) g S G Lo A (B (%) = el laal)
Aadandl o puie (L S Gl 8l (%0.007) = AUl Ad) G Meay) ) )
&l e Joaladl cpall Tas Cipmaall 01 jeday Gl (e A <l sise ie 30U
AR e e Lpads ) 8 Gladl cpall 53l jeday ol Laiyy A0 dau)

ALiaY) died s (18.089) Al s z35aiS (F) Llid) dad g sa il i sad¥) dygina
il 3 el oté Aale 5 ) gy 43 ixy 1368 (%1) s sid) e BB 2 )5 (0.000)
a_z\).\a_mc_m;u\ ‘(%1)44%6}“,‘.;49)@@;‘2\4_\;\_&\wu}mmﬁsd\
Oy e Sad el Ja¥I B S e B Lgiee i dacine Al dald
Lo Gl 81 g (3 il e (%88) O s Al &y s 8,08 @iy 7350
[(4.10) 2 5a¥L 32 1 Allall Adpual) <l yuiia

2(£) Joaad) A (e iy & jidial) Jalsil) Jid) Ll

o).
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G padl 28l i se s Alall dulpad) <l yuriia s @ il JalSaN il il 1(£) Jsaal)
2gaall Hlial alasiuly (2020-1990) 3.l
F-Bounds Test
Null Hypothesis: No levels relationship
Test Statistic Value | Sig.F | 1(0) 1(1)

F-statistic 8.0216** | 10% 245 | 352
K 4 5% 2.86 | 4.01

25% | 3.25 | 4.49
1% 3.74 | 5.06

** significant at 1% level
Eviews.12 zal » Gl 3 Sle alaie YU daldl dlae e 1 juadll
20l (e ST Aad a5 (8.0216) Ll (F) ded of (%) sy dsaall (e Jaads
pan Al G jdl) Qi g anal) dnm 8 (b i ddle ¢y giaall L sive gaea i 5 |(1) eV
vie 5 ¢ yidal JolSill dsa g inay hally Lol ey Ja¥) Al sl A8l Calaa (5 sl
Jae g pdall Gl Y ¢ sSall Bl dallal) dulud) Gl e G (%1) 4sine (5 sise
(©) ¢ Jsall o WS doghall oV & Gaall 2@l (e Gas (pladl cpalls 6 ) sall

f VIS a5 Al Hall Oyt (g Undld) aia
bl @l ypaie G Ja¥) ALy sk 483l (ECM) Undl) zemea 3 gl Jalaa 2(0) Js2al)
(2020-1990) s2all 3} jall & a&ill (i ye 5 Al

Variable Coefficient | Std. Error | t-Statistic Prob.

ECT;_, -1.3653 0.1834 -7.3955** 0.0000

** significant at 1% level
Eviews.12 zab p» <l jhe e alaie YU Salll dlae) e 1 juadll
Goate cm daY) sk o e JalS5 Al a5a (90) A Jseall gl X

il (e s Alall Auludl G e cp JaY) Alsh 4yl 55 A8 Slia ) gl sl
A5 (%) die A gima s Al daghy & i) JalSil) Jalea o) Undl) epsial aa ey
SWY) e JS Glad) A alll (ape A el late )l 5 (-1.3653) - e
a5l Lead e maill Jal) (8 aladl cpall g 43 sall Jae gy all Gl YY) ¢ Sl
Lo Ledl dlad 3 ativan B (mse o) (ol deie JS Banl g 3an s oy yshall JaY) (3
OY AL Al il paaie 3 ladall AT axy A3l i Aied ) 3 gad

= (0.73 = 8 months

1
1.3653

Sla siall g claliiiuN)
sclalnay Y
Grall a8l (e s AL bl G yirie Ga 4 ) 55 A 2 ga g Al Al il O peal a8
sl a3 Al gl g peail) a0 Lo Lgtalas 5 L3l il 8 il )
A Al il pise aal (e aa¥) el ) e S Ay ) Sl Y e
Gl 28l (e G Lulay) Toal i
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O A 1 A ally JlaaY) sl w3 Gladl cpall i lagy) Ll Tl

pemll S sl Ul gl 2l (e 3l

A o) i 5e anl e Y laal) il (e A€ A juall <ol Y1 ah Jiddl

(el 1 m e AL 1l 55 3

Al A pally eyl sl il (e i€ e sSall GUY1 il ¥ 0 Ledy
Ol ey (dleal) sl 8l e i€ L3l sall Jae e ge IS il jeday ol Lai

Lea ils el s Lgds Al (8 Gual) S8l (2 je (8 Maa) ol i) e dasS plall
Al &l g SO 8 yimje A Sl

3 Gacall S (e 5 ALl ) e e ) AL sha S i JAISS A 3 m s

gl A Jlaay) sl il ) Gacall il mje L (ot Ladizd o3l ) A5
Geall il aje of @l Al A Galad) 13 (e (%136) Ly maaaly 4lE il
A )il el ) dead el Al i L s

58 DA (e B padl SlaBY) Janay Sl 3T 508 T 550 G pad) (8 ALl Ayl Canls

Al ALY ana Wl (e Jad Baaxie
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it lpa die Jglaill 8 2l LapY g 281 G pe o 585l Al da Sall sle) o5 )5 uia

A Aol o il e il Jass 8 4l

Cleladll Cuen dalall clail) angl Y Geel il o s alall Giadl S 4

b sl Ll i Aalamy) el Jle Cagi gl (Sa Ui il G e e Al
@ASJ\MMQJJMA\L:\M\QJ; aelis las cad Sigi Y Jg‘;_m Sl 35l e
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S gl elaBY) Il Jal sy @it shal Gob e dsdidl dulawy)
e ol i) 8 Ltaalie Ao (ga ad i g e Uadl)

ity Al Aulpud) Qo Aty 08 AR D L5l ey Al Al (S

S aiall e KN e ddlisal) Ll gal il e salEiayl DA e JiY) JSEIL gdlaa)
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) ) A Lld) Jee mvana (g 203 Cilaa] (3
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il daals ¢ giabe by (Y Y0¥ ¢ YY) 3aall 3 el SLaiY)

Agalil) Jsall b admill Janm 8 Adlal) Adpndl 53 alakid (Y 1Y) Jiall de (il |
o) Faals ¢ prioale Al y Yo 08 2144 il all Alls A 0

3aall (3l jadl 8 2 il (ase 8l i g ALl Abd) (YY) i aale Gps g sl
AlaBY) and (ALt 5 IV AdS dpulal) daals ¢ priiala Ala ) (Y1 €244

Agaiil) ALl Jasia (8 (538 pall il Hga (Y0 V) cBarall O g sbusla dpatdy AS
sl A ALt Ao el b m g il aEll Galidl VVoe ¥ el Jiad Jl b
Yo ol Ay deal daala ¢ iiuale Allu, (Y4 VALY LYY

IS s e e il Bl sas Boadl Al Aubad) (Y1 Y) ol 328 ¢ e
ZuslaBY) o glall (g jal) Alaa caLaBY) 5 5 oW AIS (A KU daala Allia ¥+ 4014V Badl)
e YYE0YAR a (im Y0 aaedl (A alaall i Yl

Yoo 190 i al Al U5 5LEY) e a5 bl g 3 ) (Y0 V) calla e
£00a il o dle 5 4y jladll § 4aLaBY) o lall 440S ¢ il jall drala col ) 5382 A g skl
galal) cdlaall g & gagll

A1 jall Aalall 45 ) sall e Jygad (Yo VA) «@ld Gl ) G ol (it ¢ oranall 5 des
(a5 Hala dlaBY) 5 A oY) alall Cy S5 Alae Aldad Aud e Ye)ooY e ¥ sl
€Y 2el) v Yaladll

28l e G ANl iy JaaS (Yo A) cdeas cald @l s cdla g
LY aglall cy S5 Alae (YedoYeof wull sl b Al daledl el g
Yz/€Yaaall oY alaall Lyl

o Alne Y OITIY 0w gl el b ol (m e A o(Y0) ) (e g ba,
Ol Al (5 pus daala (alaiyl

Jalsill Aas cdpabaidyl ol Jla 8 Zaladl Albad) ghad (Y2 1Y) (galas ccahalll ae
CETIY Y e o Yaae c0alaa ¢yl jallldy) jo deal daals cdoabai@y)

cadle 5l g 3l e Sl Al ol ga¥) Alels (VoY 0) o sdie G o Uiall
A (Gl sl Al oy (0 sl 4y el (5 38 5l i) 3 ks o
0022l ()0 Aladll ddaalall ¢ gelall LK il g dalas cilad o
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sty

D1 Alal Gl s 5 Cajuaall 5 2 g8l (Y40 YY) ccpall Sl 3 caniall e el 5 e )
e 358 5 il aalal
Nazy cAaalal) dandas «J ¥ e Jall cca juaall g o gaill labatl o(YAAE) cariall ne ¢ e 2l
3\.334\1\ JAMAS\ .l,,ﬁu
. Mallett, Jacky, Keen, Charles, (2012), Does GDP measure growth in the economy or
simply growth in the money supply.

Gl A ga &l e g il 2 (V) G@adal)

v &l o e alal) a3y il ) | Al (aild g jae | lad)
€l | (GDP (%) | (GDP % %) | (GDP %) | (GDP %) | (GDP ¢x %)
1990 27.46 25.35 1.64 -10.17 173.69
1991 58.11 41.22 0.97 -31.26 1202.73
1992 38.15 2857 0.50 -24.18 979.87
1993 26.87 21.44 0.40 -18.64 1288.21
1994 14.41 12.03 0.21 -10.48 1606.57
1995 10.53 10.32 0.20 -8.72 1592.51
1996 14.77 8.35 0.46 5.61 1246.86
1997 6.88 4.01 0.48 11.29 72759
1998 7.89 5.37 0.75 -2.34 763.89
1999 431 3.00 0.67 20.91 497.94
2000 3.44 2.98 0.65 -0.73 361.74
2001 523 5.03 112 11,91 476.43
2002 7.35 7.87 1.45 -3.06 527.93
2003 9.80 6.70 0.00 0.55 786.51
2004 19.06 60.33 0.30 1.63 360.60
2005 15.50 35.87 0.67 19.21 209.90
2006 16.17 40.60 0.62 10.72 105.40
2007 19.49 35.02 1.10 13.97 88.80
2008 17.95 37.83 0.63 13.28 51.80
2009 28.41 40.24 255 2.02 64.60
2010 32.42 43.28 1.00 0.10 48.50
2011 29.57 36.24 0.82 13.83 37.10
2012 25.99 41.36 1.10 577 32.40
2013 27.23 43.54 1.05 -1.93 44.90
2014 28.08 42.61 0.71 -3.97 36.60
2015 31.47 42.54 1.04 5.27 51.70
2016 34.69 38.11 1.96 -10.24 54.10
2017 3153 33.44 2.79 0.90 53.50
2018 26.99 32.21 2.26 10.24 36.10
2019 31.24 42.49 153 -1.58 38.10
2020 52.02 38.17 237 -6.46 33.90

Alan ) 5l (a5 elan D dalall 4y yaall ¢ 31 jall (5 3 el il sl jilas
de ganall (a5 elian Dl dalall 4y paall ¢ 81 jadl (5 3S pall i) cAdliae Cul g ¢y gid)
ol calall cpall 550 ALl 5035 ¢3)all &y ) sean coald 2ae o5 S pall Glill Ailian)
A8 yite ) g o oa A
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