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Abstract:
The study aims to analyses the impact of the foreign exchange window
on the exchange rate of the Iragi dinar for the period 2003-2021. Rentier

economies that suffer from inefficient traditional channels for the transfer
of monetary policy to the real sector, due to their disrupted economic
structure and heavy dependence on imports to meet domestic demand,
apply direct instruments such as the foreign exchange window. The
exchange rate is a critical tool used by the monetary authority to maintain
price stability and target inflation. The foreign exchange sale window is an
effective means of directly affecting the exchange rate and is an interim
tool for crossing a transitional period and ensuring monetary stability
during this period.

The research concluded that the foreign exchange window affects the
exchange rate of the Iraqi dinar and that this effect was uneven during the
study period. The results of the study showed that the exchange rate of the
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while the period (2011-2020) showed a weak response to the Central
Bank's interventions and thus a higher gap between the nominal and
parallel exchange rate.
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Conclusions:

The research findings based on the discussed content lead to the following conclusions:

1. During the period of 2003-2010, the Iraqi dinar exchange rate demonstrated responsiveness to
monetary policy measures, specifically the utilization of reserves to decrease the value of the dollar
against the dinar. In contrast, the parallel exchange rate showed a weaker response to the Central
Bank's intervention in the foreign market, resulting in an increase in the gap between the two rates
during the period of 2011-2020.

2. The increase in the gap between the official and parallel exchange rates to (52) points is considered
one of the reasons that prompted the monetary authority to reconsider the value of the Iragi dinar.
Consequently, measures were taken to reduce the depletion of currency sales in the window for
international reserves.

3. Monetary policy in Iraq, in the years following 2003, was characterized by the extensive use of the
currency window as a tool or method to maintain the value of the local currency and address
inflation.

4. Returning to the fundamentals of financing foreign trade through documentary credits, which are
subject to the control of multiple regulatory bodies, the idea of establishing a joint bank (for
financing foreign trade and private sector imports) is suggested. This is seen as a viable alternative
to the currency window and holds significant promise.
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