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Abstract

This research aims to analyze the nature of the long-term equilibrium
relationship between the exchange rate and the balance of payments in the
Iragi economy during the period 2010—2025, within a rentier economy
primarily dependent on crude oil exports. The research employed an
econometric approach using stability tests, cointegration tests, and an error
correction model to measure the short- and long-term relationship
between the two variables. The results indicate a long-term equilibrium
relationship between the exchange rate and the balance of payments, with
a significant impact of balance surpluses or deficits on exchange rate
stability. The research recommends the necessity of enhancing the
diversification of foreign currency sources and reducing the sole reliance on

oil revenues to ensure exchange rate stability.

Keywords: Exchange rate, balance of payments, cointegration, Iraqi

economy, monetary stability.
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