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Introduction

During this year, CBI played a leading and pivotal role in moving the wheel
of the economy and adopting a fundamental policy supportive of the state’s
financial and spending orientations in a manner that serves the advancement
of monetary and financial reality to accelerate the building of an integrated
economic system, by controlling the money supply and the exchange rate,
strengthening deposit money and sound management of its foreign reserves,
as well as Directing financial institutions to be in harmony with the fiscal
and monetary policy to provide credit and bank financing and work to
address the causes of stagnation and avoid a rise in inflation rates through
many strategic initiatives and projects aimed at developing sectors and
keeping them in line with international standards in light of the promising
growth opportunities available in those sectors. The Central Bank, through
its advanced role, was able to achieve financial and monetary stability after
the Iragi economy subjected to the double shock represented by (Covid-19)
and the drop in global oil prices).

The balance of money supply in the narrow sense M1, at the end of 2020,
recorded an increase of (19.1%) compared to the end of the previous year.
This is mainly attributed to the increase in the currency outside banks and
current deposits by (25.9%), (10.8%) respectively, while the balance of
Money supply in the broad sense (M2) increased by (15.9%) compared to
the previous year. This increase is attributed to the growth in the narrow
money supply by (19.1%) and to the expansion effect of net foreign assets,
and the monetary stability coefficient reached (-1.01%). The balance of
foreign reserves at the end of 2020 decreased by (-2%) compared to the
previous year, to reach (78.3) trillion dinars, compared to (80.0) trillion
dinars at the end of 2019.

The general inflation rate for this year recorded (0.6%), and the basic
inflation growth rate recorded after excluding all of the oil derivatives (oil
and gas) and the two groups (fruits and vegetables) (1.0%).

CBI continued to adopt the Policy —Rate of (4%).

investment deposits for a period of (30, 7) days in Iragi dinars has been
suspended since 14/6/2020 until further notice. In addition of suspending the
issuance of Islamic certificates of deposit with all deadlines (30, 91, 182, and
364) days on 12/7/2020.

Also, CBI has ceased issuance of CBI, bills since 10/6/2020 untile of a
further notice.
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Central Bank of Iraq also increased its capital from (1) trillion dinars to (3)
trillion dinars, using part of the reserve balance by (2) trillion dinars on
22/12/2020.

For the purpose of supporting the liquidity of the banking system, the
mandatory reserve ratio imposed on current deposits of a current nature has
been reduced to be at (13%) for the Iragi dinar only, instead of (15%),
provided that the term deposits are maintained at (10%) For all banks, while
the percentage with Islamic banks is (5%) on term deposits, and these
percentages are approved to reserve the amount of the mandatory reserve for
the month of May, depending on reports of April 2020.

In order to achieve sustainable growth in light of the external crises faced by
the oil resource, which is the main and almost the only resource. Central
Bank, in conjunction with the government, decided to reduce the value of
the Iraqi currency by raising the selling price of USD to 1450 dinars, instead
of 1190 dinars per USD to compensate The decline in oil revenues caused
by the deterioration of oil prices, and filling the deficit gap in 2021 budget
after the collapse of international oil prices.

The monetary policy worked to activate the role of the banking sector and
financial institutions to ensure the stability of the financial system and its
efficiency, leading to a banking system free of crises and within the best
international standards for banking supervision, as microfinance institutions
were approached in order to stimulate micro-enterprises whose funding
amount does not exceed (5) ) million dinars, as it can be financed from the
initiative of (1) trillion dinars, as it is one of the projects that occupies a large
part that cannot be overlooked in the informal sector.
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