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Abstract

Foreign reserves play an important and fundamental role in achieving
economic stability, especially the stability of the general level of prices. Iraq seeks
to make optimal use of its foreign reserves in order to increase the rate of economic
growth and achieve economic diversification and not rely on oil as the only source
of national income, especially in light of fluctuations in oil prices. This study aims
to study the impact of the determinants of demand on foreign reserves on monetary
stability in Iraq.

This study relied on standard analysis methods to identify the impact of the
determinants of demand for foreign reserves on monetary stability in Irag. Using
annual time series data for the period (2006-2020) for the variables relevant to the
study. The study used Dickey Fuller's Modified Root Unit Test (ADF) to check the
stability of the study variables. Then, a time series co-integration test is performed.
and the short-term error correction (ECM) test.



The study concluded that there is a positive significant relationship between
the capital account and monetary stability in Irag. And a negative significant
relationship between the gross domestic product and monetary stability in Irag, as
well as a negative significant relationship between the financial account and
monetary stability in Iraq.

Keywords: monetary stability, foreign reserves, economic growth, economic
diversification, capital account, financial account.
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