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Spillover effects of oil price and exchange rate shocks on
economic growth with the TVP-VAR model
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Abstract
The purpose of this study is to investigate the spillover effects of oil price and exchange rate shocks on economic
growth using the vector autoregression model with time-varying coefficients in Iraq. An increase in the price of
oil and a change in the exchange rate in countries with natural resources, considering that energy is one of the
most important production inputs, can reduce production and subsequently increase inflation and lead to
inflationary stagnation. In this study, in order to analyze the results, the TVP-VAR model method was used in
the period of 1972-2022 based on the frequency of seasonal data. The results obtained from this study indicated
that the shock of oil price growth led to an increase in economic growth and the effect of this shock disappeared
in the long run. On the other hand, it has been observed that the shock related to the growth of the exchange rate
has led to a decrease in economic growth. In addition, the obtained results indicated that the shock of oil price
growth and exchange rate had negative effects on each other over time.Keywords: Shock spillover, oil price,
exchange rate, economic growth, TVP-VAR model. JEL Classification: K33, E51, G21, M10, C61 M
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