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Abstract

This study dealt with the impact of exchange rate changes on the returns
of stocks in the Iraqgi stock market during the period (2004-2018) using the
ARDL model. The problem of the study is the instability of exchange rates.
All the financial problems facing developed and developing countries alike
and Iraq is one of the developing countries The problem of the study is that
the exchange rate affects the instability of stock returns in the Iraqi market
for securities and this reduces the demand for investment in this sector. The
study aimed to stand on the impact of exchange rate fluctuations on the
returns of shares in the Iragi market for securities. Study and analysis of the
nature of the relationship between the exchange rate and the returns of
shares in the Iragi market for securities. The study was based on
hypotheses: There is a direct relationship between the stability of exchange
rates and the returns of shares in the Iraqi market for securities for the
period (2004 - 2018). The stability of exchange rates leads to increase the
returns of shares in the lragi market for securities. The study relied on the
descriptive, analytical and historical method as well as the use of
quantitative standard method for analyzing the exchange market data and
stock returns in the Irag Stock Exchange using the standard methods and
research methods using the AVIUS program. The study found that the
variables were dormant through the ADF tests, according to the Dickey
Fuller test. . For the variability of all variables at the level and the first
difference, a cross border methodology test (ARDL) was performed to
verify the integrity of the variables over time. The presence of the adverse
impact of exchange rate changes on the returns of shares in the Iragi market
for securities. Work on the stability of exchange because it is closely linked
with the returns of shares in the Iraqi market for securities. Work on the use
of modern methodologies in the analysis to suit the variables of a financial
nature.
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Al bty 1

EX RUR
1453 -6.7
1469 -5.1
1467 -12.5
1255 -2.9
1193 -2.7
1170 2.7
1170 16.7
1170 5.2
1166 62.9
1166 55
1188 37.1
1190 15.9
1190 12.4
1190 8.4
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Null Hypothesis: D(EX,l) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=2)

Prob.* t—Statistic

- Augmented Dickey—Fuller test
0.0113 4.119862 statistic

- Test critical

4.200056 1% level values:

3.175352 5% level
- 10%
2.728985 level

*MacKinnon (1996) one-sided p-values.

Warning: Probabilities and critical values calculated for

20 observations

and may not be accurate for a sample size of 11
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Augmented Dickey—Fuller Test Equation
Dependent Variable: D(EX,3)
Method: Least Squares
Date: 09/01/19 Time: 22:36
Sample (adjusted): 2007 2017

Included observations: 11 after adjustments

Prob.

Coefficie

t—Statistic Std. Error nt Variable

0.0026

0.9920

- 1.30482
4.119862 0.316715 1 D(EX(-1),2)

- 0.26155
0.010360 25.24597 8 C

1.63636
4

134.920
9

11.8557

Mean dependent(.65349

var 0 R-squared

S.D. dependent(.61498 Adjusted

var 9 squared

Akaike info83.7174 S.E.
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4 criterion 6 regression

11.9280 63077.5 Sum squared

8 Schwarz criterion 2 resid

11.8101 Hannan-Quinn  63.2065
3 criter. 6 Log likelihood

1.52431 Durbin-Watson 16.9732

9 stat 6 F—statistic
0.00259
8 Prob(F-statistic)

aptd) dilge paia LRI L3
Null Hypothesis: D(RUR) has a unit root
Exogenous: Constant

Lag Length: O (Automatic — based on SIC, maxlag=2)

Prob.* t—Statistic

—Augmented Dickey—Fuller test

0.0212 3.666300 statistic
- Test critical
4.121990 1% level values:

5% level
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3.144920

- 10%
2.713751 level

*MacKinnon (1996) one-sided p-values.

Warning: Probabilities and critical values calculated for

20 observations

and may not be accurate for a sample size of 12

Augmented Dickey—Fuller Test Equation
Dependent Variable: D(RUR,2)

Method: Least Squares

Date: 09/01/19 Time: 22:39

Sample (adjusted): 2006 2017

Included observations: 12 after adjustments

Coefficie
Prob. t-Statistic Std. Error nt Variable
.0043 3. 31 D(RUR(-1
0.0043 3.666300 0.313639 1.14989 ( ( ))
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1.36358
0.8302 0.220133 6.194354 2 C
0.46666 Mean dependent (0.57341
7 var 1 R-squared

31.2227 S.D. dependent (0.53075Adjusted R-

0 var 2 squared
9.11455 Akaike info 21.3880S.E. of
6 criterion 8 regression
9.19537 4574.49Sum squared
4 Schwarz criterion 8 resid
9.08463 Hannan—Quinn 52.6873
4 criter. 4  Log likelihood
1.97218 Durbin-Watson 13.4417
5 stat 6 F-statistic
0.00434

4 Prob(F-statistic)
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ARDL Error Correction Regression

Dependent Variable: D(RUR)

Selected Model: ARDL(2, 3)

Case 2: Restricted Constant and No Trend

Date: 09/01/19 Time: 22:44

Sample: 2004 2018

Included observations: 11

ECM Regression

Case 2: Restricted Constant and No Trend

Coefficie

Prob. t-Statistic Std. Error nt Variable
- 0.72575

0.0436 2.910869 0.249325 2 D(RUR(—I))
- 2.87485

0.0139 4.178289 0.688045 0 D(EX)

0.4572 0.822013 0.070856 D(EX(—l))

0.05824
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0.16170
0.1129 2.024579 0.079871 6 D(EX(-2))
- 0.06037
0.0146 4.121523 0.014650 9  CointEq(-1)*

1.90000 Mean dependent (0.75391

0 var 6 R-squared
21.4469 S.D. dependent (0.58986Adjusted R-

1 var 0 squared
8.38073 Akaike info 13.7350

7 criterion 7 S.E. of regression
8.56159 1131.91

8 Schwarz criterion 2 Sum squared resid

8.26672 Hannan—Quinn 41.0940
9 criter. 5 Log likelihood

2.60375 Durbin—Watson

3 stat

* p—value incompatible with t—-Bounds distribution.
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Null Hypothesis: No levels

relationship F-Bounds Test
I(1) 1(0) Signif. Value Test Statistic
1
3.77487
3.51 3.02 10% 8 F—statistic
4.16 3.62 5% 1 K

4.79 4.18 2.5%

5.58 4.94 1%

Zigall) il milis .5
ARDL Long Run Form and Bounds Test
Dependent Variable: D(RUR)
Selected Model: ARDL(2, 3)
Case 2: Restricted Constant and No Trend
Date: 09/01/19 Time: 22:46
Sample: 2004 2018

Included observations: 11
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Conditional Error Correction Regression

Coefficie

Prob. t-Statistic Std. Error nt Variable
2527.67

0.0677 2.487639 1016.094 5 C
- 0.06037

0.9072 0.124162 0.486292 9 RUR(—I)*
- 2.13860

9350.0 2.465720 0.867335 5 EX(—l)
- 0.72575

0.2239 1.437502 0.504870 2 D(RUR(—I))
- 2.87485

6950.0 2.369238 1.213407 0 D(EX)
0.05824

0.5799 0.601533 0.096826 4 D(EX(—l))
0.16170

0.1854 1.597653 0.101215 6 D(EX(-2))
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* p—value incompatible with t—-Bounds distribution.

Levels Equation

Case 2: Restricted Constant and No Trend

Coefficie

Prob. t-Statistic Std. Error nt Variable
- 35.4196

0.9102 0.120127 294.8510 7 EX
41863.4

0.9101 0.120204 348270.1 5 C

EC = RUR - (-35.4197*EX + 41863.4529 )

Null Hypothesis: No levels
relationship F-Bounds Test
I(1) 1(0) Signif. Value Test Statistic
Asymptoti
c: n=1000
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3.51 3.02
4.16 3.62
4.79 4.18
5.58 4.94
Finite

Sample:

n=35

3.757 3.223
4.53 3.957
6.48 5.763
Finite

Sample:

n=30

3.797 3.303
4.663 4.09

6.76 6.027

1
3.77487

10% 8 F-statistic
5% 1 K
2.5%

1%

1 1Actual Sample Size

10%

5%

1%

10%

5%

1%
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Dependent Variable: RUR

Method: ARDL

Date: 09/01/19 Time: 23:53

Sample (adjusted): 2007 2017

Included observations: 11 after adjustments

Maximum dependent lags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags, automatic): EX

Fixed regressors: C

Number of models evalulated: &

Selected Model: ARDL(2, 3)

Coefficie

Prob.* t-Statistic Std. Error nt Variable
0.21386

0.5488 0.653973 0.327031 9 RUR(—I)
0.72575

0.2239 1.437502 0.504870 2 RUR(—2)

0.0769 ~ 1.213407 EX
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2.369238 2.87485

0
0.79448
0.0893 2.232636 0.355852 8 EX(-1)
0.10346
0.5074 0.727246 0.142265 2 EX(-2)
- 0.16170
0.1854 1.597653 0.101215 6 EX(-3)
2527.67
0.0677 2.487639 1016.094 5 C
19.1545 Mean dependent (0.77926
5 var 9 R-squared
22.6451 S.D. dependent (.44817Adjusted R-
0 var 1 squared
8.74437  Akaike info 16.8219S.E. of
3 criterion 5 regression
8.99757 1131.91Sum squared
9  Schwarz criterion 2 resid
8.58476 Hannan—Quinn B
2 criter Log likelihood

" 41.0940
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2.60375 Durbin—Watson 2.35359
3 stat 5 F—statistic

00.
13419 Prob(F—statistic)

*Note: p-values and any subsequent tests do not

account for model

selection.
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