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The Analysis of Impact of Macro Factors on The Performance
of The Irag Stock Exchange Index According to ARDL
Methodology

Researcher Ali Mohammed Al-Sahlani
Prof. Dr. Hussein Jawad Kadhum
Administration & Economics College , Department of Banking & finance
University of Basrah

Abstract:

It has become clear to policy makers and individual investors that the financial market is the
mirror reflection of economic activity, so knowing and understanding the factors that
determine the fluctuations of this market, whether at the level of micro or macro factors,
has become crucial for making financing and investment decisions and assessing the
economic situation. Based on this importance, the study aimed to try to determine the role
played by macro factors represented by crude oil exports, interest rate, money supply(M2),
exchange rate and inflation rate in determining the return of the financial market portfolio
in Iraq represented by the Iraq Stock Exchange index. The study adopted the econometrics
analysis using the time series method according to the ARDL methodology for the period
2005-2021. The study concluded that the aggregate factors explained 42% of the changes in
the dependent variable (Iraq Stock Exchange Index). The results of the last model were
more consistent with the economic theory, as the variables: oil exports, money supply and
exchange rate showed a positive impact on the financial market index compared to the
negative impact of the interest rate and inflation rate variables.

Keywords: macro factors, ARDL, stock market index, inflation, interest rate, foreign exchange, m2, crude

oil.
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ARDL Cointegrating And Long Run Form

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
C 95.325 88.325 1524 0.154

Y (1) 0214 0.062 3545 0048
X1 1524 0.9524 3.487 0.039
X11(-1) 5.215 2.647 0.3854 0.658
X12 -6.478 2424 -1.837 0.154
X12(-1) -2.154 1524 2077 0.087
X13 0.547 0.0854 0.954 0.544
X13(-1) 10315 8.654 3514 0.006
X14 13.547 10.654 4.674 0.001
X14(-1) 21.854 13.551 1.065 0.245
X15 -63.652 45955 0.747 0.521
X15(-1) 115785 6.854 1325 0985
CointEq(-1) -0.143 0.324 5.887 0.000

Y - (3.087*X11 +-89.745*X12 + 1.047*X13 +0.152*X15 -47.624*X15 +314.417)

Variable Coefficient Std. Error t-Statistic Prob.

X1 3.087 0.654 3.854 0.004

X12 -89.745 12.542 4314 0.000

X13 1.047 0.415 2.795 0.023

X14 0.152 0.0854 3.584 0.38

X15 -47.624 23.547 3.496 0.032

C 314.417 174.954 4.157 .0.048

R-squared 0.43 F-statistic 22.53 0.000
Jarque-beara 1.578 Prob 0.187

Heteroskedasticity Test: ARCH F-statistic 1.387 Prob. F (1,62) 0.684

Obs*R-squared 4.5478 Prob. Chi-Square (1) 0.478

Breusch-Godfrey Serial F-statistic 1.588 Prob. F (1,58) 0.474

Correlation LM Test Obs*R-squared 3.633 Prob. Chi-Square (1) 0.384

Ramsey RESET Test
Test Value df Probability

t-statistic 1.028 13 0.354
F-statistic 1.487 (1,13) 0.354
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