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The effect of the inflation on the financing gap
An applied study on the Iragi banking sector for the period (2004-2021)
Abstract

The aim of the research is to analyze the nature and mechanism of the
impact of inflation on the financing gap, to identify its risks, and to determine its
effects in determining its levels. A simple linear regression model for the studied
variables, and the results revealed the effectiveness of the impact of inflation in the
Iragi economy and the financing gap after the banking sector, one of the most
important sectors of the Iragi economy, by proving its moral effect in the three
models (deposits, credit, gap), where inflation contributed to pushing the indicators
of the financing gap. The Iragi banking sector and all models are on the rise, given
the relative rise in inflation rates in Iraq during the research period, which
supported the impact of its movements on credit developments, which leads to the
widening of the financing gap.

Key words: Bank Financing Gap, Inflation, Credit, Deposits.
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o il ld A1 (aCed AN Aaladll 5 ((CRI) Glaif¥) Man) e 8 aduzaill S gl
(i LS5 (GAP) Al saill 3 gadll e

DEP = F {INF} (1)

CRI = F {INF} (2)

GAP = F {INF} (3)

DEP =B, + B1INF+ g (1)

CRI =B, + BLINF+ g (2)

GAP = B, + B1INF+ ¢ (3)

;E'u‘lﬁ.“ Julad g C.ALA.U‘ ass Y

& s 4y ) jiiu) asdl Augmented Dickey-Fuller (ADF) sl il s
Oati¥) @l soial) apand Gilian) 4y sl il o () (2) Jsaadl 8 da jaall 5 ol yall
xie ¢(0.05) sala @i sbas (INF adeaill 5 «GAP 4l saill 5 sadll 5 «DEP o225l <CRI
G (e LeiSali pde sy Lan o(LagalS 51 ey olant) sl ol aa) 230N VS A 5 (5 siasall
Jie Lgy ) il aiad caelatnd Ll V) g sl die 3lan) e gine LI 5 clgy ) it
4 grnall a5l ol 3) ¢(LagalS 5l i) oladl S ol ) DA AN 85 J5Y) G5l
Jeddl Uil Jali ) (ye Aailil) Aglal) o s )1 4 slla 138 5 ¢(0.05)) Sala clgd Lilaal
(2) S8l 8 da 5aal i Hle Sl Lgadiy s sl il aial a3

(s amall lay jall L gia (3l T 5 35S Ll i) <l puriall o2 (35a5 o) Jaf Gy
JsY) Gall Aa) LuSay Ly Rate of Change ) Jaze o sgie ) ¢ salll 23 cOLS daalall
Al ) Al i) il
l icial A 3l ) cilibs 45 ) 5880 Augmented Dickey-Fuller (ADF) Uil @i (2) Jsasd)

B e ol Lgtiaay Al )

Level First Difference
Variables None Intercept Trend and None Intercept Trend and
Intercept Intercept
CRI 4.2196924 -2.704134 -0.780995 -15.43170 -16.96226 -17.52645
Prob. 1.0000 0.0749 0.9648 0.0000 0.0000 0.0000
DEP 4.932592 -5.396709 -3.379881 -12.615767 -13.99313 -15.09229
Prob. 1.0000 0.0000 0.0568 0.0000 0.0000 0.0000
GAP 2.834176 1.377747 0.818247 -5.058545 -4.856057 -5.058545
Prob. 0.9989 0.9989 0.9998 0.0002 0.0001 0.0002
INF Prob. -0.887783 -1.403789 -1.020917 -5.353963 -5.387875 -5.366725
0.3303 0.5800 0.9378 0.0000 0.0000 0.0001
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9350 el s 0 3l 3 Lo sl 380 Al 5 5 i) 350 3 (INF)
£ m e G gl 3 ¢(CRI) i) o) s i 35 55 (DEP)

(GAP) Jusaill
14 paal) aila gl Slaaly palddl g J5¥) zasai¥) |

&5l (Hanl 550 (8 (INF) pdoaail 531 48 jumal) wila g o) 3 seail Sy
(3) dsaall (& i 90 LS 5 ((DEP) 44 _ucaall

(DEP) aitsV tuaa) A (INF) pdoail ) ol il (3) J gaad

Dependent Variable: ALOGDEP

Method: Least Squares
Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGINF A 0.482947 0.039190 12.32307 0.0000
C 6.706811 0.075521 88.80765 0.0000
R-squared 0.418505 F-statistic 151.8580
Adjusted R-squared | 0.415749 Prob. (F-statistic) 0.000000
Durbin-Watson stat | 0.162697
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i Lo ety (3) Jsaall (g
4 aaall il ) Jaal G3a 8 (INF) pdozaill p3lall 4 gina ol gl <y ghal |
.(DEP)
Ghiall Liailia (DEP) 4 juaal) ala sl Jiaal 8 (INF) adoaill la¥) 559 els o
4 yuadl) aila gl ana ad ) Ao Jrany adaill Jane g La5 ) o () i g3 (oY)
D Baydd yaadl adlagll aas 5 line poad (e Say 530 a1 ¢(0.482947) Jdlaays
Al S o) ) ecldd 2 gan Laa g (%) Llatar adail) & il olasl (0.482947)
Sl B gl A8 aa A el )i 5 JLadl (el 1 A0 5l 5 gil) JSU Lgasay LS 5 piall
(Adu, L sive (e Cagail) 8 4l duld) Jubdy calbaBy) 8 Gluall saa 55 Jolall
.et.al.,2016:59-71)
e b Alalall Gyl (e (%41.8505) o laie La (INF) pdoaill 8 psill b o
.(DEP) &l
dad Lgidl ) a7 g aill A gina (e M@u\ﬁuﬁuug\w &
3 dae A aaadll e o)) (0.05) Jals a1 I (Prob. (F-statistic) sl
(INF) poail) 5l 48 poaall wilagll g gamd 43 5a 8 4l jall A 8 (3ila 38 23 sl
((CRI) iy Jaals alddl g ALY 73 5ai) ¥
«(CRI) et eal s35a 4 (INF) pdosil) i i) Jlaa] g3 sail Guay
(4) Js2al) (8 ia e LS
(CRI) gaid¥) (& (INF) piuaill ) jalli il (4) Jgand
Dependent Variable: A LOGCRI
Method: Least Squares

Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGINF A 0.833186 0.068167 12.22264 0.0000
C 5.549402 0.131360 42.24590 0.0000
R-squared 0.414528 F-statistic 149.3930
Adjusted R-squared | 0.411753 Prob. (F-statistic) 0.000000
Durbin-Watson stat | 0.162685
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¢(0.833186) Julaass (aii¥) ana ) o Jony adaill Jama g i) o ) el g1
pioaill & il olaily (0.833186) Llader CLaii¥) ana ySige yud (aSa (53 eV
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OB <l 38 8l IS 5 Caaine camy Lag s bl (a1l 3V
.(Bohachova,2008:6)

ise b Alalall @l yurill (e (%41.4528) o laie Le ¢(INF) adocaill o8 yordl jud o
(CRI) plaisy)

s dad Leindl ) galaBY) 3 saill A gina (e Sliad i) elli s jelaf Lo aal (e
sl & Jas o3 sl e o) (0.05) Sals hati o) ) <Prob. (F-Statistic)
adazil) LA 8 pead) L) g gad 30 ja 8 Al jall A b sl 8

sy gatl) B gadlly Laldld) g G 73 gy ¥
(GAP) 4Ly saill 5 gl 3350 & (INF) adoaill 30 4y saill 3 gl 23 sail Sy
(5) Jsaall A i se LS
(GAP) 4 sail 3 2l & (INF) piuaill jif o il (5) Jgoad)
Dependent Variable: A LOGGAP
Method: Least Squares

Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGINF A 0.379383 0.038276 9.911712 0.0000
C 6.384258 0.073759 86.55588 0.0000
R-squared 0.317687 F-statistic 98.24204
Adjusted R-squared | 0.314453 Prob. (F-statistic) 0.000000
Durbin-Watson stat | 0.100089
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