Iraq’s cautious economic revival signals deeper geopolitical shifts and ongoing reforms
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Signs of renewed movement in Iraq’s economic and diplomatic posture are drawing attention, but the deeper story is less about sudden transformation than about a long, uneven effort to stabilise a country still heavily shaped by oil, state spending and external financial ties. The Instagram-style post by Stephanie Starr frames the moment as a broader geopolitical reset, but official and analytical sources suggest a more cautious picture: Iraq has been trying to modernise its banking system, improve its investment climate and widen its international economic links while remaining exposed to oil-price swings and fiscal strain.
In its May 2025 Article IV consultation, the International Monetary Fund said Iraq’s large oil resources continue to underpin the economy, while also warning that the country needs fiscal reform, better governance and a more diversified private sector. The IMF noted progress in banking-sector modernisation and in efforts by the Central Bank of Iraq to build stronger links with foreign banks, steps that are meant to support trade, confidence and investment rather than signal any abrupt monetary breakthrough.
A 2026 assessment from the Bertelsmann Transformation Index pointed to the continued peg of the Iraqi dinar to the US dollar and said authorities have been adjusting to narrow exchange-rate gaps. It also described government finances as having benefited from higher oil prices, even as dependence on crude leaves the budget vulnerable. The same report argued that long-term stability will depend on reforms that strengthen the private sector and reduce the economy’s reliance on hydrocarbons.
There are, however, clear reasons why Iraq is attracting renewed commercial interest. In August 2025, Iraq’s government said it had deepened economic cooperation with US companies including Halliburton and Chevron, with talks focused on oilfield development and gas capture. That fits a wider pattern described in a January 2026 analysis of Iraq’s development roadmap, which said the country is pursuing infrastructure upgrades, regulatory alignment and banking reform, including work linked to digital payments, to reconnect more fully with global trade. At the same time, another February 2026 commentary warned that Iraq’s oil revenues remain tied up in accounts at the US Federal Reserve, underscoring the extent to which financial sovereignty is still constrained by the international system it seeks to navigate.
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