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In early October Iraq, Baghdad in particular, erupted in massive demonstrations, that at the time of 
writing led to over 110 civilian deaths and over 6,000 casualties. Demonstrations demanding the 
provision of services, economic prosperity and an end to corruption have been a feature of the Iraqi 
scene since 2010. However, they have grown in tempo, peaked in last year’s Basra’s demonstrations, 
and reignited again in October as a young and angry population ran out of patience with the 
government’s sclerotic pace of reform.  
 
The government’s heavy-handed and over the top response to the protests, very much like last year 
in Basra, has angered the youth and transformed the protests into riots. While a worrying 
development that risks an escalation of violence and potentially a much larger conflict, these protests 
will likely run out of steam due to a combination of carrot, stick and fatigue, just like last year’s then 
deadly protests. (*) 
 
The carrot element began to take shape with the government’s initial package of handouts in the 
form of payments, training programmes and subsidised loans for the unemployed youth, as well as 
subsidized housing for the country’s poor. The scope of these would be enlarged significantly over 
the course of the next few weeks as the government tries to appease an increasingly sceptical youth 
movement.  
 
These handouts, whichever shape they take, would be overshadowed by the government’s plans for 
an expansionary budget for 2020, that would be on a much larger scale than that communicated by 
the government to the IMF over the summer.  
 
The government has ample resources to implement all of these, as it has achieved a 31-month budget 
surplus of USD 27.5 bln by the end of July 2019 as shown by the Ministry of Finance’s latest data. 
Though, the impetus for it to act is driven by effects of the multi-year protest movement that had a 
profound effect on how the 2018 election was fought and the current government formation, as it 
led to the beginning of the break-up of the ethno-sectarian monolithic blocs that were dominant 
over the past 16 years and which were at the root of Iraq’s past instability. 
 
An expansionary 2020 budget on the heels of 2019’s expansionary budget would likely fuel consumer 
spending and potentially lead to a stronger than expected consumer-led 3-4 year economic recovery.  
Which could become a sustainable multi-year economic expansion should the government begin to 
implement a much-needed reconstruction and investment spending program in the non-oil 
economy.  
 
The early signs of a consumer led economic recovery can be seen from the latest economic data for 
2018 as reported by the Central Bank of Iraq (CBI) in its recently released “Annual Statistical Bulletin 
for 2018”. The Bulletin showed that Iraq’s imports were up +18% in 2018, on the back of the 
recovery of +13% that began in 2017, following the severe declines from 2014-2016 which were 
caused by the twin shocks of the ISIS war and the collapse in oil prices crushing the economy, and 
with-it Iraq’s domestic demand for goods. 
 
The revival in imports in 2017 and 2018 is likely to be a function of a recovery of government 
spending and a tentative recovery in consumer spending with the resultant increase in demand for 
imports- as the country is heavily reliant on imports to satisfy domestic demand. Importantly, the 
growth in imports of machinery and transport equipment argue well for the health of the underlying 
economic activity as can be seen from the chart below. 
 



 

Iraq’s Imports 2010-2018 

 
(Sources: Central Bank of Iraq (CBI), Asia Frontier Capital) 

 
 
Confirming this recovery, is the data on “New Vehicle Sales” as reported by the International 
Organization of Motor Vehicle Manufacturers, which were up +60% in 2018 on the back of +35% 
increase in 2017. The recovery, while from a very low base, is nevertheless encouraging.  
 
 
 

 
(Source: International Organization of Motor Vehicle Manufacturers, Asia Frontier Capital) 

 
 
The market’s action during the demonstrations has been mostly subdued as the curfews and the 
government’s shutting of the internet had a negative effect on activity and prices drifted lower with 
the market, as measured by the Rabee Securities RSISX USD Index (RSISUSD), declining by about 
−0.7% month-month as of the time of writing. 
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However, September ended on a promising note, as the market was up +0.8% for the month and 
down −4.1% for the year. Average daily turnover declined −7% month-month and displaced last 
month as the third lowest level over the last five years. Foreign investors continued to be net buyers, 
consistent with the trend of the last few months, although at lower total levels, in-line with the 
decline in total turnover as can be seen in the chart below. 
 
 

Index of net foreign activity on the Iraq Stock Exchange 

 
(Sources: Iraq Stock Exchange (ISX), Asia Frontier Capital) 

 
 
During September, the market’s dynamics followed through with the improvement discussed last 
month as the banking sector continues to be led by the National Bank of Iraq (BNOI) which was up 
+39.1%, with other leading banks trailing behind, such as the Bank of Baghdad (BBOB) up +3.4%, 
Commercial Bank of Iraq (BCOI) up +2.1%, while Mansour Bank (BMNS) was down −1.5%. 
However, it should be noted that the rallies in the banks were all on low turnover in-line with the 
market’s overall exceptionally low turnover. The return of liquidity will determine the true direction 
of the group- whether sellers will overwhelm buyers sending prices lower, or if buyers will 
overwhelm sellers sending prices higher. The discriminating nature of the market, discussed here 
over the last two months, argues for the later.  
 
Further reading:  

 For an excellent review of the demonstrations and the likely outcome is: 
o Fanar Haddad, “Iraq's protests and the reform farce”, Al Jazeera, 5th October 2019,  
o The phrase used here as marked by (*) was taken from the article. 

 Last month's review is available here. 
 
 
Disclaimer  
Ahmed Tabaqchali’s comments, opinions and analyses are personal views and are intended to be for informational 
purposes and general interest only and should not be construed as individual investment advice or a recommendation or 
solicitation to buy, sell or hold any fund or security or to adopt any investment strategy. It does not constitute legal or 
tax or investment advice. The information provided in this material is compiled from sources that are believed to be 
reliable, but no guarantee is made of its correctness, is rendered as at publication date and may change without notice 
and it is not intended as a complete analysis of every material fact regarding Iraq, the region, market or investment.  
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https://www.aljazeera.com/indepth/opinion/iraq-protests-reform-farce-191004095142453.html
http://www.iraq-businessnews.com/2019/09/09/market-review-life-returns-to-the-banks/

