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Abstract. The study aimed to know the impact and
type of relationship between exchange rates and the
per capita share of foreign trade and to clarify the
extent of the impact of the exchange rate on the per
capita share of foreign trade, which is represented
by the following equation (exports + imports /
population) in Iraq. Where the exchange rate
expresses the independent variable (EX) While the
per capita share of foreign trade expresses the
dependent variable (Y), and to know the impact
resulting from exchange rate changes on the per
capita share of foreign trade, the Markov model of
switching-regime method was relied upon to
estimate the regression equation by using the
(EViews 12) program. The study found that the
first system (Regime 1) was significant for the
relationship between (EX) and (Y) and is
associated with a positive direct relationship,
meaning that increasing exchange rates by (1%) in
times of boom or rise leads to an increase in the per
capita share of foreign trade by an amount (0.87%).
As for the second system (Regime 2), the
relationship between exchange rates and the per
capita share of foreign trade is inverse, meaning
that an increase in exchange rates by (1%) in times
of recession or state austerity leads to a decrease in
the per capita share of foreign trade by (3.4%), the
study recommended that monetary policy should
develop a clear policy that works to maintain a high
exchange rate of the Iragi dinar against foreign
currencies through the currency auction because
the exchange rate is considered the economic
strength of the country.
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G b luabadl) LAY = (1) Jsaall
Bai—Perron sequential test results for the LNSPE

Multiple breakpoint tests

Bai-Perron tests of 1 to M globally determined breaks

Sample: 2004M01 2022M12

Included observations: 228

Breaking variables: EX C

Break test options: Trimming 0.15, Max. breaks 5, Sig. level 0.05

5 Sequential F-statistic determined breaks:
5 Significant F-statistic largest breaks:
4 UDmax determined breaks:
5 WDmax determined breaks:
Critical Weighted Scaled
Value F-statistic | F-statistic | F-statistic Breaks
11.47 268.7476 268.7476 | 1343738 | 1*
9.75 387.7187 329.5778 | 164.7889 | 2 *
8.36 400.0144 291.5536 | 145.7768 | 3 *
7.19 527.0952 330.4110 | 165.2055 | 4*
5.85 591.0497 301.4508 | 150.7254 | 5*
11.70 | UDMax critical value** 330.4110 | UDMax statistic*
12.81 | WDMax critical value** 591.0497 | WDMax statistic*
* Significant at the 0.05 level.
** Bai-Perron (Econometric Journal, 2003) critical values.
Estimated break dates:

1: 2015M03
2: 2011M01, 2015M01

3: 2011M01, 2014M11, 2017M09
4: 2011M01, 2014M05, 2017M03, 2020M01

5:2008M01, 2011M01, 2014M05, 2017M03, 2020M01
* Bai-Perron critical values for significance level 5%. Source: authors’ own
calculations based on

Ll 8 Jias ol gl 038 () 3 (el SLaBY) 8 a8l sl dillae cile Uiyl o3a
(Al-Fatlawy and Shukri 2021) (&l sl sua@¥) iy o pall jlasf e g Lagil) e
o L Alibicia g dafliia je Al Jual il 030 alef ) sibad) Jalaill (e Jan3l
g O 3 o Bl SlaB adl gl a3 sadl) Jalad il sldad 2S5y Le 128 5 cAadaiie <) 538
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z3s I (e (Smoothing Regime Switching Models) 3 ssaiall alaill (ulul) Jlaisy)
A i 3t 380 5 X g Aladl 4al DS X el 3o o 3 ((AR) S lasiy)
:(Mnif, Afef Trabelsi, 2013) :45¥) L4l (AR)
Xe = P+ 0:Xeq +0,Xe o+ + 0, Xe_p + Z ... (35)
leans o Aas o it Al plie il ysaia (Zy) el dllaa (1, B, 85, -+, 0,) 1) 3
(Asli, Detragiache.1998) o) s/ (02) Gl s Jia Aiad lua basi gy
E(Z) = 0

0 k#0
E(ZZip) = {Gg k=0

0 a3 Bl el SVl Aalal) canl 4 saall A 3 Judld) dilat A (e
D) i) alai gl gl sV alail) ey 3) el priall bl i WU Gl aaldas
O O el 5 aie JEBY) Adlaial 5 < yuriall (o ya (e 4e L) Adlaial 5 pUaill Clalea i
LBV dpa s lieV) kb MY ae ¢ Glend) GaRliasl §f sl pUas g A U
s alad) Jadill e g5l aad) 5 58 DA Lgy e ) Sl cleniall i jliie Y 8 )
(4) a8 sl 8 LS i) culS s alS Al 2ed ) g aalids) of o)y Al 2l

e o laad) 3 s Juadl o el G ARl o Jsaadl DA (e Ladf Jaady
V) (S 045 (e i1 4 sina (5 st (AR (2)) 2ie 5 %10 (e S8 4 sina (5 sisas (AR (1))
b s (AR(L)) A lasi¥) 23 gai ¢ danSe Al A e Jay S 23 5l o
e 4y 5ma (Regime 1) Jo¥) alad) & Laadly SIS 40 5kl 483l o (i Ao o 4
il A (Yol) ey Ceall el 8343 ) sl dan 50 203 5k A8ay Jasi 5 o puall ans
Al el ¢(960.87) oty daa LAl 5 laill (e 3 il capai 83y 5 ) g2 g LY o )50
LS o dpa LAl s el (e 3 il Capai s (o yall el (483 (s (Regime 1) S
oaliadl ) gagi Asall Cadd Skl il 8 (%]) Jlater Cieall e 3345 o)
(%3.4) i doa Al 3 )l e 2 )

Markov Smoothing Switch regime results s sS jle (uilad &35 1 (2) Jsaall

Dependent Variable: Y

Method: Simple Switching Regression (BFGS / Marquardt steps)

Sample: 2004M01 2022M12

Included observations: 228

Number of states: 2
Standard errors & covariance computed using observed Hessian
Random search: 25 starting values with 10 iterations using 1 standard
deviation (rng=kn, seed=429536408)
Convergence achieved after 24 iterations
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| Prob. | z-Statistic | Std. Error | Coefficient | Variable
| Regime 1
0.0764 | 1.772109 | 0.492762 | 0.873227 EX
0.0000 | 4.535639 | 614.2747 | 2786.128 C
0.0000 | 88.33963 | 0.072034 | 6.363447 LOG(SIGMA)
| Regime 2
0.0000 | -20.45710 | 0.167705 | -3.430759 EX
0.0000 | 29.37311 | 225.1667 | 6613.847 C
0.0000 | 52.84644 | 0.098994 | 5.231481 LOG(SIGMA)
| Probabilities Parameters
| 0.0721 | 1.798238 | 0.154977 | 0.278685 P1-C
999.5526 S.D. dependent var 3132.904 | Mean dependent var
2.10E+08 Sum squared resid 971.7083 S.E. of regression
-1799.098 Log likelihood 1.211246 | Durbin-Watson stat
15.94825 Schwarz criterion 15.84296 Akalke. info
criterion
15.88544 Hanna_n-Quinn
criter.
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