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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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