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Measuring and analyzing the impact of foreign investment on the
effectiveness of the Iraq Stock Exchange

Lecturer: Qahtan Lafta Atiyah Prof. Dr. Faris Karim Prihi
College of Business Economics College of Administration And Economics
Al-Nahrain University University of Baghdad
Abstract:

Iraq after 2003 witnessed changes at the political and economic level, where
freedom and economic openness to the world, and the freedom of private activity at
home as well as the free movement of goods, services and capital towards the outside
and the freedom of foreign investment, which in turn reflected on the overall economic
reality, which imposed the necessity to bring about fundamental changes In terms of
form and content, hence the problem of research into the ability of the Iragi Stock
Exchange to adapt to the financial shifts imposed by foreign investment in light of the
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weakness of the economic structure and its position in the global economy. The
research starts from the hypothesis that it is. The Iraq Stock Exchange market in light of
financial transformations can actively contribute to expanding the investor base and
providing liquidity for the purpose of financing development projects and accelerating
economic growth rates. The study found that due to the activation of the Foreign
Investment Law No. 13 of 2006, which allowed the entry of foreign capital into the
country, the trading of shares of various foreign companies, the implementation of
electronic trading activity and the activation of the market database, the shadows were
reflected in the rise of market indicators, and the occurrence of some developments in
the functioning of the stock market, However, the market's role is still limited in the
national economy. Because of the weak participation of the private sector in the market.
In addition to the novelty of Iraqg's experience with regard to the functioning of stock
markets, the absence of investment awareness, low income and the absence of a
successful policy that encourages investment, as well as low rates of economic growth
due to the economic and political instability in the country.

Keywords: foreign investment, Iraq Stock Exchange, Standard Mode.
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Null Hypothesis: No long-run relationships exist
Test Statistic Value k
F-statistic 0.713888 2
Critical VValue Bounds
Significance 10 Bound 11 Bound
10% 3.17 4.14
5% 3.79 4.85
2.5% 441 5.52
1% 5.15 6.36
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ARDL Bounds Test
Null Hypothesis: No long-run relationships exist
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ARDL Bounds Test
Null Hypothesis: No long-run relationships exist
Test Statistic/ Value k
F-statistic |15.76843 2
Critical Value Bounds
Significance |10 Bound 11 Bound
10% 3.17 4.14
5% 3.79 4.85
2.5% 4.41 5.52
1% 5.15 6.36

ARDL Cointegrating And Long Run Form
Cointegrating Form

Variable Coefficient| Std. Error |t-Statistic| Prob.
D(MG(-1)) -0.208568 | 0.096188 |-2.168338| 0.0325
D(VSBF) 0.000000 | 0.000000 |6.613370| 0.0000
D(VSSF) -0.000000 | 0.000000 |-2.014090| 0.0467
CointEq(-1) -0.006290 | 0.018820 |-0.334204| 0.7389

Cointeq = MG - (0.0000*V/SBF - 0.0000*VSSF + 78.7028 )

Long Run Coefficients

Variable Coefficient| Std. Error |t-Statistic| Prob.
VSBF 0.000000 | 0.000000 |0.330044|0.7421
VSSF -0.000000 | 0.000000 |-0.319557|0.7500

C 78.702805 |125.843927|0.625400 | 0.5331
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ARDL Bounds Test
Null Hypothesis: No long-run relationships exist

Test Statistic Value k
F-statistic 20.85519 2
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 3.17 4,14
5% 3.79 4.85
2.5% 441 5.52
1% 5.15 6.36

ARDL Cointegrating And Long Run Form

Cointegrating Form
Variable Coefficient Std. Errorjt-Statistic| Prob.
D(TV(-1)) -0.047269 0.027900 |-1.694218| 0.0934
D(TV(-2)) -0.077671 0.019459 |-3.991548| 0.0001
D(VSBF) 1.496979 0.058832 [25.444871| 0.0000
D(VSSF) 0.655801 0.543161 {1.207379| 0.2302
CointEq(-1) -0.599785 0.083615 |-7.173145| 0.0000

Cointeq = TV - (1.8267*VSBF + 1.0934*VSSF + 40041650306.2491 )
Long Run Coefficients

Variable Coefficient Std. Errorjt-Statistic| Prob.
VSBF 1.826660 0.142836 [12.788506/ 0.0000
VSSF 1.093394 0.921771]1.186188| 0.2384

66584333
C 40041650306.249087 06.674725 6.013674 | 0.0000
Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.313867 Prob. F (2,96) 0.2736
Obs*R-squared|  2.797510 Prob. Chi-Square (2) 0.2469
Heteroskedasticity Test: ARCH
F-statistic 1.977911 Prob. F (2,100) 0.1437
Obs*R-squared|  3.919450 Prob. Chi-Square (2) 0.1409

Eviews Sbaa¥) zali jall il ) aliaYU GBall) dee (e 1yl
DLA) il 5 Allall (31,000 Flall e B aial) LG A gl e de 5
ddaall dadll ol (8) Jsaall 8 4aim gall 3 The Bound Test & il Jalsill 5 gaal)
Liall 3 gaalls [~1 A gaad) Llall 3ol o (e ST a5 (21.89184) 4xdUll 5 (F) Jliay
(10%5 5% 5 196) 4 sinall (5 sisea s 4 all da 35 Aial) aaal 15 (F) dslas) ail [~0
Jai g adal) daia B il i gl g paadl Gl paid) G @ b JalSS a5y A el 1

289



2020 /3¢ (52) aand) (16) sl /AaLaiBY) g 4y 1Y) a sladl oy S5 Ao /alali®y) 9 5 )aY) LS /iy S5 Aaaly

Y L) s gl e cpm JaY) AL gla 40331 55 A8De 3 g 50 AN ALl A il
ALl 1) s Gl G5 s A

8 meald ANal) 2aat gat caadi agaal) LAY s ¢ yidia eSS 2 sa g e SU g
«((ARDL) il (@ (ECM) Wl s Gngia ol jal IS (e JaY) AL sla 48Mall
Caaly 4 ima 5 Al dad il COINtEQ (-1) Waddl mopaaad (el (o)) ey 4ia g
O e JalSS A8e dgag i 1Ay 100 e S8 dgime sieas (-0.709371)
Joshall sadl (I aadll sadl e Uad ena allin CaliSs LS cdaglil 5 Al &l yaciall
70.9% ) Jesi e yuuy

Ll Y A e JB 3l 23 sl ol iliEl) Cona ol 288 dpuldll @l Laay) L)
iad @aly ) Breusch-Godfrey Correlation LM Test _laal 4y S
O sle pat U aanll s 8 Jii 51 0.05 00 ) 25 (0.3392) prob.chi-squaer
Ol DAl AlSie (e Al Y Bl (o)) e 2S¢ Tl Ul ) ddasi e a8 50l)
(0.1689) sl 38 Hetreioskedasticity Test: ARCH _WiaY chi-squaer 4ad ) a3
e e Ll gial aac g (Bl sall Guilady AN aaall 4 jé) Jii dle 5 0.05 e S (5
Okl Guilad ane

G o Ul yine o an¥) laiind) L jle il dplag¥) 48301 2S5y 134
LoV e Osinn GBamll 138 & Gy paiaal) mual Cus) sl aas saly 3 a3l yal
Gl 5 ol ) Adla) (Mo el 4S5 Led ) Aalaldl Cojluaal) <l 1) agia s Axy ol
Bl Sl Osb i 6.5 panadd; ddausiall g 3 pall a el Jysail B all (538 sl
e LUy sl il g b alaall o2a (e oo laia¥) g (slaBY) Chagll sl dry (a2l
4aasSa ilaiad (538 pall i) (33U} (e LYY caila () Bl pall (B A A gl ise
penial laa Gilais W Hlie )y ol daall Gliatie paud (e (e 3 53l 80p ildy
L) e uidal sall o ) ddla) ccijlad) J (e Lee ) i A81S; 48 jenal) gl
A gl e e LIy uSail ) g ¢ ool gl Jglail) ol e Y A gaall Cans Caagy
GBI Byl (3gm (2 ia ) laiuY) 5 A gauall g Cp A8Nal) i ilis (8) Jsaal)

(ARDL) z3sei o sa

ARDL Bounds Test
Null Hypothesis: No long-run relationships exist
Test Statistic Value k
F-statistic 21.89184 2
Critical Value Bounds
Significance 10 Bound 11 Bound

10% 3.17 4.14

5% 3.79 4.85

2.5% 441 5.52

1% 5.15 6.36
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ARDL Cointegrating And Long Run Form

Cointegrating Form

Variable |Coefficient|Std. Error|t-Statistic| Prob.
D(VSBF) 0.000000 | 0.000000 [21.459183| 0.0000
D(VSBF(-1)) | 0.000000 | 0.000000 |1.227852|0.2224
D(VSBF(-2)) | -0.000000 | 0.000000 |-3.015742| 0.0033
D(VSSF) 0.000000 | 0.000000 |1.271587 | 0.2065
Cointeq (-1) | -0.709371 | 0.092966 |-7.630391| 0.0000

Cointeq = TG - (0.0000*VSBF + 0.0000*V/SSF + 0.2269 )

Long Run Coefficients

Variable |Coefficient|Std. Error|t-Statistic| Prob.
VSBF 0.000000 | 0.000000 [12.289043| 0.0000
VSSF 0.000000 | 0.000000 |1.233029| 0.2205

C 0.226935 | 0.028853 | 7.865167 | 0.0000

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.009358| Prob. F (2,96) 0.3683
Obs*R-squared |2.162498|Prob. Chi-Square (2)| 0.3392

Heteroskedasticity Test: ARCH
F-statistic 1.890805| Prob. F(1,102) 0.1721
Obs*R-squared |1.892793|Prob. Chi-Square(1) | 0.1689
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