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‘ VAR Lag Order Selection Criteria
Endogenous variables: LOCPI LOMY LOTEXP
Exogenous variables: C
Date: 03/29/18 Time: 09:19
| Sample: 1990 2016
Included observations: 25

HG 5C AIC FPE LR Logl Lag
1916860 | 2022557 | 1.876292 | 0.001311 HA -20.45365 0
4209133 | -3.786344 = 256e-06° | 146.3216° | 66.64255 1
4.371404*
4029360 | -3.209498 | 4.313354 | 281e06 | 1181510 | 74.91692 2
* indi lag order by the criteri

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction emor

AIC: Akaike information criterion

5C: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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(Tydsaall 3 daus gall polaall B ionsPEafiesad :
| Series: LOCPILOM1 LOTEXP
T “ . c.  Efws . Lags interval (in first differences): 1 to 1
(15N]] (G TR9as oz C—‘L“ (7)9“"‘\.5 Unrestricted Cointegrmation Rank Test (Trace]
0.05 Trace Hypothesized
Dependent Variable: D(LOCPI) Prob.*= Critical Value Statistic Eigenvalue Ho. of CE(s)
u 0.0012 36.19276 48.23321 0.726880 Hone*
LLETE s e 0.1262 20.26184 17ATZT0 0.368003 At most 1
Date: 02/06/18 Time: 01:39 0.1787 9.164546 6.159817 0.226368 At most 2
Sample (adjusted): 1991 2016 T ind 1 tthe0.05 level
- - * denotes rejection of the hypothesis at the 0.05 level
Included observations: 26 after adjustment=s “MacKinnon-Haug-Mchelis (1999) pvalues
Prob t-Statistic | Std. Error | Coefficient Variable Unrestricted CointeamfionRankTest (Maximum Eigenvalue)
- - 0.05 Max-Eigen Hypothesized
Prob.*™™ Critical Value Statistic Eigenvalue Ho. of CE(s)
0.0795 -1.838686 0.032077 -0.058979 C 0.0023 22.29962 31.06051 0.725880 Hone™*
0.2509 15.89210 11.01288 0.368003 At most 1
0.0000 6.075580 0.253771 1.541804 D(LOM'} 01787 9.164546 6.159817 0.226368 At most 2
0.0039 3.712084 0.148381 2_105660 D{LOTEXF) Max-eig: indi 1 i the 0.05 level
0.0172 _2 576975 | 0.076889 | 0 298140 u-1) : ton of the hy Ll % e
0.140848 Mean dependent var 0.778810 R-squared 9) C{"t‘)'-' c_’.L‘._. oo olaae¥l Gdaldl Jae o iyawaadl
0.212331 5.D. dependent var 0.748648 Adjusted R-squared E—
-1.501606 Alcaike info criterion 0.106452 | S.E. of regression (EVIWCS
—1.308053 Schwarz criterion 0.249305 Sum squared resid
-1 445870 Hannan-Guinn criter. 23.52088 Log likelihood T | - .3 . “wer 3 3
1.652635 Durbin-Watson stat 25.82070 F-statistic ‘Uadd (el e
| 0.000000 Prob(F-statistic)
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Abstract:

The main objective of this study is to measure and analyze the causal relationship between
inflation, money supply and government expenditure in the Iragi economy for the time period
(1990-2017). To achieve this goal modern standard methods such as test stability of the strings
time and joint integration, model error and correct causal Granger have been used. The study
found that there is a long-term equilibrium between inflation on the one hand and both public
expenditure and money supply on the other. The results of the error correction model showed that
the inflation rate takes up to (3.4) years to return to equilibrium in the event of crises or economic
shocks. finally there is a one-way causality relationship tends from narrow money supply and
public expenditure towards inflation. In other words, both narrow money supply and government
spending are causing the price level to rise.

Keywords: Public expenditure, money supply, inflation, Co-integration, ECM model, Causality.
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