Czech

Journal of Multidisciplinary Innovations

Volume 57, September 2026. ISSN (E): 2788-0389
Website: www.peerianjournal.com Email: editor@peerianjournal.com

Review and analysis of the operational
mechanism of the foreign currency auction
window as a monetary policy tool in Iraq

Mohammed Madlool Ali Al-Sultani
bus.mohammed.madl.ool@uobabylon.edu.iq
Department of Economics, College of Administration and Economics, University of Babylon,
Iraq

Abstract

The main objective of this study is to review the general meaning of the foreign currency sale
window and related concepts, the mechanism by which the foreign currency sale window operated
by the Central Bank of Iraq, and to analyze the trajectory of this window, both in terms of foreign
currency sales and purchases, as well as the amount of foreign reserves and their impact on the
foreign exchange rate and targeting inflationary pressures in Iraq. Due to the radical and
multifaceted transformations and changes that the Iraqi economy underwent after 2003, and the
opening up to the global economy after being isolated for a long period from the international
economic, financial and monetary system, the foreign currency sale window was established
according to the Central Bank Law No. 56 of 2004. Article 28 of this law stipulated simple and
unconditional sales, which means making foreign currency more readily available in the parallel
market in order to achieve monetary and price stability. This came as a result of meeting the
increasing domestic demand for foreign currency from banks, financial institutions and money
transfer companies on the one hand, and financing the foreign trade of the private sector and its
needs for foreign currency on the other. Standard tests revealed a long-term equilibrium
relationship between the model variables. However, the short-term relationship between foreign
exchange window (WS) sales and the inflation rate was inverse, which is also reflected in Iraq's
foreign exchange rate.

Keywords: Foreign exchange window, foreign reserves, foreign exchange rate, economic
inflation
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[UNIT ROOT TEST RESULTS TAELE (ADF)
Null Hypothesis: the variable has a unit root
At Level
WS INF
WWith Constant t-Statistic -2.7145 -2.3004
Prob. 0.0899 01817
* ni
WWith Constant & Trend t-Statistic -4 0015 -3.1333
Prob. 0.0274 0.7343
=% nﬂ
Without Constant & Trend t-Statistic -2 7728 -2.6693
Prob. 0.0083 0.0105
At First Difference
diWs) diINF)
With Constant t-Statistic -4 2225 -3.0544
Prob. 00056 0.0498
With Constant & Trend t-Statistic -4 1785 -5.2959
Prob. 0.0250 0.0040
Without Constant & Trend t-Statistic -5.4338 -2 6359
Prob. 0.0000 0.0118

Do Sy LA il (1) Jsaa
(Eviews12) zli_» Gila yaa e e YU odialll Jee (e Haadll
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- &M}\A)ﬁﬁﬁd\)ﬂ\ Alall Cana 68 e 2 CJ}A.\X‘ s 4
INF = f (WS)

Aleal) 3385 Cilaye Jiag (WS) ¢ admill Jana Jiay (INF) o 3

3 saill Ay yuuadil 5,08 ) Jaali 4ia s (2) Jsaalls Aana go LS iliill S 5 ARDL g3 50 alaiiady adaill Al i 61yl
Aiaall Al 5 adimill Jare Jalre (4 il (o %83 sl 73 saill 8 ALlall Aliiuall il yaiall ) ixy 138 5 (0.83) <uilS R2
6 sira 73 saill IS 388 3 paill 4 sine el ¢(%80) ( Adjusted R-squared ) ded <l ¢ z3saill 84 e g Al @l i
ale 5 %5 (e Jil <ilS 3 Prob(F-statistic) e cus 5 %5 st e (5 5i2a 25 (26.16) (F-statistic) 4ed uilS 3
(1, O Glas Juadl o G (8) Sl g sall Haiall 23 gail] Jia¥) calall liial el Al Az il i g adell dpun i (jlad yiss
Akaike _bas a5 1)

piuaill A2l ARDLE 34 lii(2) J s

Wariable Coefficient Std. Error t-Statistic Prob.*
IMF(-1) 0822255 0.133693 6.1503149 0.0000
W3 -0.152373 0073916  -2.061432 0.0570
W3i-1) 0117837 0.064356 1.8310149 0.0870
C -0.166663 1.855251 -0.089833 0.9296
R-squared (0.839583 Mean dependentvar 9 603158
Adjusted R-squared 0.8074899 5.D. dependentvar 14 56579
S.E. of regression G.380727 Akaike info criterion G.732237
Sum squared resid 6126208 Schwarz criterion 6.931066
Log likelihood -A9.95625 Hannan-Cluinn criter. 6. 765887
F-statistic 26.16870 Durbin-Watson stat 1.878428
Prob(F-statistic) 0.000003
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Akaike Information Criteria
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(Eviews12) gl » Sla s e laie YU sl dee (3ol

adaill A ( Bounds Tast) 25 JLidl -3
Jsaall il e Jgeanll a3y jaiall 3 saill i piia (g Ja¥) AL sha 405 5 48Me 2 5a 5 520 (lad 3 50all jLadl ¢ jal o
Ladll e J8l5 Liall dsaal) Aadll e HS) a5 (3.08) <ilS asaall LAY F-statistic 4ed o) Jsall s (3)
O Jal¥) Al sk 430 5) 53 A80e @llia () fieins AN auall aae d3hie 3 AxBl 5 o8 5 %10 4 sine (6 sise ie Llal) 4 520])
eV alsha 34 5) 8 480e dga s o Gali Al ALl Al Jii5 aaall dpia 8 (il sl Ale 5 23 saill )i

Al Al 3 gaad) L) milii(g) Jsda

F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Yalue Signif. [0y (1)
F-statistic 2.088503 10% 202 251
k 1 5% 362 416
25% 418 479

1% 4.94 5.58

(Eviews12) gl n Cla pa o Adie Wl ialill dee (e aiadl)
ARl dgalll AN g
Ol il ase g Aaded) ol ) Lsd)
Breusch-Godfrey Jbis) alaainly Jadoal) Lals )¥) A< (e 0 514 (e SE a8l 3 5ail) JUA) Glana g (5) 5 (4) dsaad)
4 sina (5 sie die 4y gine e il Chi-Square s F 4ed (o) a3l g5 liil) ailas aae 5 Serial Correlation LM Test)
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U o A z3saill adde s ol Guilad ate 5 audll bl Y g JaY %5 (e S) cilS Al Prob ded caus @y %5
Al Gl b iy paal) g h Qs Ay () uilsS e 5 Lol L Y]
el ol Y1 LA (4) Jsta

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags

F-statistic 0.530922 Prob. F{2,13) 0.6003
Obs*R-squared 1.434738 Prob. Chi-Square(2) 04880

Heteroskedasticity Test: ARCH

F-statistic 0.056471  Prob. F(1,16) 0.8152
Obs*R-squared 0063307 Prob. Chi-Square(1) 08013

Gl udlad axe LA (5) ds
(Eviews12) BTN ENGER e e YU Gfialll Jae e juaall

Bl il 55l A8 e
(S s die 4y gina e S (1.9) (Jarque-Bera) ded o) Laalidia s 3 saill anhall g sl HLis) w5y (9) JSA
Lrnda by j 51 e 5e Bl sll ()5S Adde 5 %5 (e )S) (25 (0.38) @ilS Sl (prob) ded s s %5 4 sizs

bl s il (8) s

5
Series: Residuals
Sample 2005 2023

4 Observations 19

3 Mean 1.22e-15
Median -0.379146
Maximum 15.07776

2 Minimum -8.170913
Std. Dev. 5.833909
Skewness 0.749885

1 Kurtosis 3.391787

o - - - Jarque-Bera 1.902224

-10 -5 (0] 5 10 15 Probability 0.386311
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b anmdll Janas (WS) aleall 83U il (g Fane Ao dllia o) Jaali diay Ja¥) aad 483l il e g0 (6)J 52l
paill Jana (aldad) ) (35 %1 Ay Alaal) 338U Cilansa 313 ) (5 Prob dad crus s %5 (s sivse die (5 sine st 5 Allall 5 il
dad sy %5 (6 s e Ay gina Ldl Jaadlis Undl) sl dalee Lol cdpsla®B¥) 4 plaill () ganndd Gildas 585 % 0.15 Aoy
Al Ja¥ AL 2053 53 Ll o3 il s (8 st oLldY (0 %17 & (gin 138 5 (-0.17) il Al U, Prob
A 530 b et A

w e
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ECM Regression
Case 2: Restricted Constant and Mo Trend

Variable Coefficient Std. Error t-Statistic Prob.
D{Ws) -0 152373 0047176 -3 229886 0.0056
CointEqg(-1)* -0AATFTT745 0054851 -3.240811 0.0055

(Eviews12) gl n cla pa o Adie Wl pialill dee (e )
b pdnaill Jara (8 (5 sina il L) (ol Alaad) 330 Cllagae o daali dia g (7) Jsandl 8 Leailis Ao gall Ja¥) AL oo 28300 L)
AL sLal) 5 5l
JaY) ALy g A83al) il (77) Jgia

Levels Equation
Case 2! Restricted Constant and Mo Trend

“Variable Coefficient Std. Error t-Statistic Prob.
WS -0.194306 0.6432036 -0.202170 07667
C -0.937654 10.67463 -0.087839 0.9312

EC =IMNF - (-0.1943*W3 - 0.9377)
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