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Editorial

Preceding from the Central Bank of Iraq’s message to adopt efficient
monetary policy, the CBI has continued its efforts aiming to achieve general
stability in prices and protect the purchasing power of citizens - as it
represents a prerequisite for achieving sustainable growth, a pivotal element
in macroeconomic, and the major factor in providing a proper environment
for investment. The CBI also strengthened its strategy towards building
sound standards in accordance with the best international practices and
modern standards applied in leading and distinguished banks.

The CBIlI sought to improve and simplify operation procedures
continuously through plans and strategies that contributed to raise financial
awareness and education, enhance knowledge of financial and banking
services through the application of modern technologies with concentration
on developing legislative, regulatory, and supervisory frameworks to achieve
the spread of financial services and protect the beneficiaries.

Monetary policy faced great challenges due to COVID-19 pandemic, as
its effects are still present until this day — the matter that prompted the CBI
to implement a package of measures aiming to relieve burdens on both
sectors: families sector and micro, small and medium projects sector by
granting them credit facilities in light of decline in cash flows.

Those measures were as the following:

1- Stimulate economic growth by continuing its initiative to support
liquidity of housing sector (Housing and Real Estate Fund) which amounted
more than 1QD 9 trillion. The initiative was granted as an interest free or low
interest loans to citizens and employees who have the desire to purchase
housing units in investment housing compounds throughout Iraq and to
extend the loan settlement period to 20 years.



2- At the level of surveillance and audit, the CBI efforts led to
remove Iraq from the European Union’s list of countries with high risks in the
area of combating money laundering and financing terrorism. This came as
a result of the great measures taken by Anti- Money Laundering and
Countering of Terrorism Office to keep pace with international requirements,
which contributes to facilitate the movement of funds to and from the country.

3- At the social level, CBI efforts were not limited to monetary and
banking policy measures only, but also went beyond to support finance
activities and projects of social, humanitarian, environmental, cultural, and
artistic nature through the Fund of Social Initiatives (Tamkeen) that is
financed by CBI and banks.

It is our pleasure to publish - the tenth issue of the Monetary and
Financial Studies Magazine - hoping that they will provide decision makers,
specialists, and researchers with a positive impact of the economic
development in Iraq.

Allah is the grantor of success.
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(Government revenues fluctuations and their impact on the Iragi banking sector)

Dr. Ali Fareed Abdul Kareem

Abstract

The research problem focused on the nature of the iraqi rentier unilateral
economy and its dependence on government revenues from extracting crude oil
and exporting it to international markets, in addition to the dependence of all
economic sectors on these fluctuating revenues, thus the fluctuations that occur
in these revenues whatever their source it will have many economic effects
including its impact on the banking sector, the research assumed that the
fluctuations in government revenues directly or indirectly affects all economic
sectors including the banking sector, these fluctuations affect negatively or
positively on deposits and credit in the iraqi banking sector, the research reached
a set of conclusions and one of the most important was that the oil sector in the
iraqi economy has become the primary source of government revenues and
therefore its impact on all economic sectors including the banking sector which
is the feeding artery for the various economic joints through attracting and
pumping money, and therefore the fluctuations in government revenues affected
government deposits and private deposits which affected bank credit, the
research recommended that iraq should adopt long and medium-term strategic
plans in order to create economic diversification that is equivalent to oil revenues
to finance the general budget in iraq, and that avoids the country a lot of risks
that can occur in the event of low oil prices or faltering production and export
operations, as diversification of the iragi economy leads to diversification of
sources of income and output in other economic sectors and thus avoid shocks
left by oil revenues on the economy, especially the banking sector.

Key words: Government revenues, Oil revenues, the banking sector, Deposits,
Credit.
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Abstract:

With the increase in financial crises, whether local or global, and their
negative effects on most macroeconomic variables, many economies,
especially developing ones, sought to maintain an appropriate volume of
foreign reserves to meet emergency circumstances in order to achieve
economic stability This research came to clarify the role of international
reserves in facing crises in Iraq for the period (2004-2020), especially
that the Iragi economy is a rentier economy depending on the oil resource,
which makes it vulnerable to external crises. The research focused on the
years that witnessed a decline in oil prices in addition to the internal crises
the country. The most important conclusions reached by the research is
that the Central Bank of Iraqg reserves are somewhat sufficient in the case
of stable security, political and health conditions, which provided the
opportunity for the Central Bank to play an important role in stabilizing the
exchange rate of the Iraqi dinar against dollar as a result of the availability
of cash reserves of foreign currency necessary for that, and this in turn
was reflected in the stability of the price level in general.
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