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Introduction

During this year, the CBI has been able to conduct a sound monetary
policy that succeeded in providing financial & monetary stability base,
which opens horizons against investors towards non-affecting price
fluctuations in investment future through inflation rate control and
preserving general level of prices & coping banking developments by
adopting the best criteria & international standards and by applying
effective prudential monitoring policy over the banking system, analyzing,
assessing, reducing risks, operating proper payment systems consistent
with best international practices through implementing its strategy for
(2016-2020) relying on its vision represented by the achievement of
distinguished performance to contribute to the achievement of sustainable
economic development and prosperity.

Narrow money supply (M1) recorded a moderate growth of (%1.1)
at the end of 2018 due to growth of current deposits, while broad money
supply (M2) recorded a growth of (%2.7) of the previous year due to the
expansive effect of net foreign assets. Coefficient of monetary stability
recorded (%0.2), foreign assets reserves recorded at the end of 2018 a rise
of (%31.3) of the previous year to reach IQD (76) trillion compared to 1QD
(57.9) trillion at the end of 2017.

General inflation average for this year recorded (%0.4), while core
inflation average recorded (%0.2), after excluding all oil derivatives (oil &
gas) and the two groups (fruits & vegetables). The CBI continued adopting
an interest rate (monetary policy rate) of (%4). Investment rate has been
adjusted on the following windows: for 7 days at an interest of (%1)
instead of %0.50, for 30 days at an interest of (%1.5) instead of (%1),
while the investment for 14 days was abolished since 1/9/2018.
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In order to support the banking system liquidity, the reserve
requirement percentages were adopted on current deposits (%15) for Iraqi
dinar & US dollar, (%10) on saving & fixed deposits for Iraqi dinar & US

dollar, while investment for more than (%50) of the (%15) of the reserve
requirement used for buying treasury bills in Iraqi dinar was abolished on
11/2/2018 due to lack of need and the change of economic conditions of
the country.

The monetary policy has activated banking sector & financial
institutions role to secure the efficiency of financial system stability
reaching a sound & crisis-free banking system within best international
standards for banking supervision, as a consolidated assessment criteria
was adopted on all private commercial banks operating in Irag by using
(CAMEL) system as appropriate to the Iragi banking environment. In
addition, Basil 1l principals were applied in relation to credit, operational,
and market risks, also the issue of instructions that have to be followed by
all banks.

In addition, deposit insurance company was established to support
citizen's confidence in the Iragi banking sector to ensure their savings
deposited with all the banks, as well as joining Islamic Financial Services
Board IFSB in Malaysia and Accounting and Auditing Organization for
Islamic Financial Institutions AAIOFI in Bahrain.

During this year, the CBI continued supporting lending policy
adopted since 2015 in co-operation with banks operating in Iraq, for the
purpose of activating real economic sectors and moving national economy
wheel. The National Payment Board was established in order to develop
electronic payment and collection services.
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