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1. Abstract

This study aims to examine the impact of currency devaluation on domestic
trade indicators (proxied by aggregate domestic demand) and external trade
indicators (non-oil exports and imports) in Iraq and Syria over the period 2010—
2022, using a time-series econometric approach. The analysis is based on annual
data obtained from the World Bank, the International Monetary Fund, and
official national reports. The study employs a set of econometric techniques,
including unit root tests (ADF and Phillips-Perron), Johansen cointegration
analysis, Error Correction Models (ECM), and Granger causality tests.

The empirical results indicate that currency devaluation leads to a limited
and short-run improvement in non-oil exports; however, it significantly weakens
domestic demand (domestic trade) and increases the cost of imports, thereby
contributing to inflationary pressures. The magnitude of these eftects differs
between Iraq and Syria. In Iraq, the negative impact on domestic trade is relatively
moderate due to the availability of oil revenues, whereas in Syria, currency
devaluation has led to a near-collapse of both domestic and external trade, driven
by structural fragility and economic sanctions.

The study concludes that currency devaluation cannot be considered an
effective policy tool for improving trade performance unless it is accompanied by
structural reforms that support domestic production, enhance export
responsiveness, and protect purchasing power.

Keywords: Currency devaluation, domestic trade, external trade, error

correction model, Iraq, Syria, econometrics.
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