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Abstract

The research presents how to estimate the relationship between the
output gap and inflation in the Iraqi economy, by estimating the output gap
using the Hodrick- Prescott filter on GDP data in Iraq for the period 1989-
2018 and finding the changes in the output gap as a result of changes in
GDP as a result of conditions Numerous, then review the data on inflation
rates in Iraq for the same period and note the major developments that
accompanied the change in the rate of inflation, and then find the
relationship between the output gap as an independent variable that affects
the rate of inflation as a variable dependent on changes in the total output.
The relationship between the variables was estimated using the self-
regression model of the slowed distributed time slots (ARDL), and the form
of the relationship between the variables was reached where there is a
long-term balance relationship between the changes that occur in the
output gap and its effect on inflation rates.

Keywords
GDP Gap, Inflation Rate, Hodrick-Prescott filter, ARDL
Model
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Dependent Variable: INF
Method: ARDL

Date: 08/03/20 Time: 14:10
Sample (adjusted): 1993 2018

ARDL g igail i :£ Jgand

Included observations: 26 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): GDP

Fixed regressors: C

Number of models evalulated: 20
Selected Model: ARDL(4, 0)

Prob.*

Variable Coefficient Std. Error  -Statistic

: 0.0
INF(-1) 1.122336 0.196956  .698403 000
INF(-2) -0.859455 0.255687  3.361362 ‘031 o
INF(-3) 0.719770 0.250648 .871630 1094 o
INF(-4) -0.410504 0.190355 2.156518 ‘434 o
GDP 3.843934 5.715268 .672573 {089 o
C 27.45904 20.17386 .361120 886 >

52.

R-squared 0.651516 Mean dependent var 29615
Adjusted R-squared 0.564395 S.D. dependent var  .6922 v
S.E. of regression  77.67729 Akaike info criterion 74218 .
Sum squared resid  120675.2 Schwarz criterion 03251 .
Log likelihood -146.6483  Hannan-Quinn criter. 11.
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F-statistic 7.478295 Durbin-Watson stat 69107
Prob(F-statistic) 0.000423

*Note: p-values and any subsequent tests do not account for model
selection.
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F-Statistics= 4.873288

Signif. Lower Approach 1(0) Upper Approach I(1)
10% 3.02 3.51
5% 3.62 4.16
2.5% 4.18 4.79
1% 4.94 5.58
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(INF)

Selected Model: ARDL(4, 0)

Case 2: Restricted Constant and No Trend
Date: 08/03/20 Time: 14:16

Sample: 1989 2018

Included observations: 26

Conditional Error Correction Regression

Variable Coefficient Std. Error  t-Statistic Prob.

C 27.45904 20.17386 1.361120 0.1886
INF(-1)* -0.427853 0.181430 -2.358233  0.0287
GDP** 3.843934 5.715268 0.672573 0.5089
D(NF(-1)) 0.550189 0.219112 2.511000 0.0207
D(INF(-2)) -0.309266 0.177422 -1.743112  0.0967
D(INF(-3)) 0.410504 0.190355 2.156518 0.0434

* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(Z).

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error  t-Statistic Prob.
GDP 8.984235 13.12304 0.684615 0.5014
C 64.17865 37.67432 1.703512 0.1040

EC = INF - (8.9842*GDP + 64.1787 )

ARDL Error Correction Regression
Dependent Variable: D(INF)
Selected Model: ARDL(4, 0)
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Case 2: Restricted Constant and No Trend
Date: 08/03/20 Time: 14:17

Sample: 1989 2018

Included observations: 26

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error  t-Statistic ~ Prob.
DNEF(-1)) 0.550189 0.207579  2.650511  0.0153
D(NF(-2)) -0.309266 0.167813  -1.842923  0.0802
D(NF(-3)) 0.410504 0.181133  2.266315  0.0347
CointEq(-1)* -0.427853 0.172082  -2.486331 0.0219
R-squared 0.477294 Mean dependent var -3.203846
Adjusted R-squared 0.406016 S.D. dependent var 96.09710
S.E. of regression 74.06239 Akaike info criterion ~ 11.58833
Sum squared resid 120675.2 Schwarz criterion 11.78188
Log likelihood -146.6483 Hannan-Quinn criter.  11.64407

Durbin-Watson stat 1.169107

* p-value incompatible with t-Bounds distribution.
EViews 10 maliy Je alaeYh ohalll dlae] (e 1 jiaal)

il Jaay @l s9nd Gn JaY) Ak ADle @l s b (1) Jsasdl e O
G om ) s35am %) ke ) ssad 8 el o el mamas Alalae B oela Lo Gannsg
Gasa 1y %0 e B (s5na vie Digina Algiag Bl ABDls %A ldkes pdill Jana
O Laad Lyl A8l cujgls 38 JaY) 8yl Al duaally Wl cdpolaidy) 4lail) ajle (ot L
%0 (e S8 (g Nies Lisine Llsibars il gady adaill Jaea

(Ssiuse ey Al dasty gl ¢+, £YV-) diad cialy 38 Uadl) et oy (lay Lo Wl
(£ ETY) PIs lnanai (Kar radll oY) 8 Jeans Al Clihay) o 6l %00 (e B disina
paall Bamjd adys z3sal) Clpiie om da¥) dlgh Lujls ADle 3say Sy Aoy pail) e
2] (& chsia) Gu da¥) dbigh Al ADle agag o pai Gl Abl) il Jalls
dua Al chlaay) elp) -

CLEAY) (e desena chal DA e Sl Koy (z3saV) ol s35n dnia o S (mjal
ARCH _laals Harvey _laals Breusch-Pagan-Godfrey Jlia) g 0sS5 Ally duaniidal)
5 (Prob. F) ded e sl Al GhlasVl mes cing (V) Galdl 8 e WS gl cipelag

a

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (s 91,J| duoii

1£9 pp. (100-1Y0) .uo June Y+T) Ulou;> (No. (1T+) g Vol (£+) 2w



T AL,
s Rarsy,

EEEEEEEEE MIS auul ow w @MI ym ‘75‘ - ~\ q"'

Al N

Nlbwexllg Sylac

sy adall dump (b e A 4l @l %0 (g die Ligies ye il (Prob. Chi-Square)
Lokl ailas il
Blo) O Aeabatl) Bl S mISY cig paa LIS Y-V
LY e il Al G Jadaall B0 mhSY Qgiae Ll DA e A
t V) Joaad) 8 oy LSy z30a) @ilpiie o el
Blod) O (beadeail) L DU oY g pna LA il 1V Jgaad)

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.665280 Prob. F(2,18) 0.0969
Obs*R-squared 5.940474 Prob. Chi-Square(2) 0.0513
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12
Series: Residuals
10 | Sample 1993 2018
Observations 26
81 Mean -1.36e-14
Median -17.38095
6 | Maximum 214.0224
Minimum -98.72572
4 Std. Dev. 69.47668
) Skewness 2.010572
Kurtosis 6.567276
2
Jarque-Bera  31.30298
0l | ‘ : !—‘ ‘ | ‘ | Probability 0.000000
-100 -50 0 50 100 150 200
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400
o e Forecast: INFF
800 T Actual: INF
200 / Forecast sample: 1989 2018
100 ! Adjusted sample: 1993 2018

Included observations: 26
0 /\—/\/\/\’/\’_’\ﬁ Root Mean Squared Error 115.1715

Mean Absolute Error 70.14323
100+ Mean Abs. Percent Error  1248.274
200 | TN e e e Theil Inequality Coefficient 0.624265
200 : Bias Proportion 0.000009

Variance Proportion 0.632090

404 - - O Covariance Proportion  0.367901
6 98 00 02 04 08 10 12 14 16 18 | Thejl U2 Coefficient 18.25655

___INFF . +2SE. ‘ Symmetric MAPE 135.7026
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