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Abstract

This paper is an attempt to analyze
and measure the demand function for real
money in lraq according to a multivariate
time series framework, using Cointegration
tests by Johansen’s Approach and the Error
Correction  Vector Model (VECM),
assuming the interdependence between the
determinants of money demand as
nonstationary variables. This helped to
understand the behavior of the demand for
money in Iraq for the period (2004-2020),
and to reveal the moral effect among the
variables included in the system of the
Autoregressive Vector(VAR). The
estimation of the function of demand in the
long run indicates the low speed of
adjustment in getting rid of the imbalance.
The Empirical results of the research
indicated that the exchange rate,
government spending and the general level
of prices explain most of the changes in the
demand for money in the long run. In the
short term, only the exchange rate had a
significant effect on the function of
demand for money in Iraq, but the rest of
the other variables failed to explain the
behavior of this function during the short
period.

Keywords: Demand for money, Monetary
policy, Stationarity, Cointegration, Error
Correction Model (ECM).
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