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The Impact of Iraq War on Balance of Payments (BOP) of USA
[bookmark: _GoBack]The balance of payments refers to the relationship between the total receipts or inflows and the total payments that it incurs. This is measured in the course of the country conducting its international trading transactions. The balance of payments consists of two sides which are the debit side and the credit side. This is further divided into current account, capital account and the net reserves section. The current account is made up of visible and invisible items of trade while the capital account consists of all the monetary flows with the rest of the world. The balance of payment is used as an external indicator of the economic situation of a country.
The war in Iraq from 2003 to 2007 had a lot of negative impacts on the economy of the United States of America and the balance of payments of the country. This is because the war was staged over four years and the country pumped a lot of funds into the war order to sustain it. This resulted in a lot of funds being used by the government in trying to topple the existing government. It is estimated that the war cost $1.7 trillion with an additional of $490 million in benefits owed to the war veterans (Hausken, 2016). This is something that had an impact on the current account of the country. The country had to source for funds from the current account which was used to supplement the soldiers at war on a daily basis. The government allocated funds to the war which were to be used for other purposes. The government was forced to allocate additional funds that was to be used for the war and this had an impact on the development activities of the country. The trade balance of the country was affected as exports to other countries and especially in the Middle East, declined. Some of the countries reacted by increasing their prices which affected the export and import transactions. This resulted to a drop in the current account of the country. 
There was also heightened tension that increased the prices of commodities for those countries trading with the US. This also contributed to a lower current account. The capital account of the country was also affected as the war went on. This is in the sense that the country’s debt increased significantly as a result of the war. The country advanced billions of credits to the Iraqis to sustain the war and also after the regime had been toppled (Hausken, 2016). They ensured that the funds were used to support the incoming government as they sought to deal with any sympathizer of the previous regime. The capital account of the country was, therefore, greatly affected by this as the loan amount of the country increased significantly and raised the long-term debt of the country. Therefore, it is noteworthy that the war in Iraq had a negative impact on the balance of payment of the United States.
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