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Measuring and analyzing the impact of Banking Competition on
financial stability indicators: an applied study on the lraqi
banking sector

Abstract

The research aims at determining the impact of banking competition
on indicators of financial stability in the Iragi economy, as well as
measuring banking competition using the Panzer-Rosse model. Standard
methods were adopted through the application of the Panel Data method,
which combines cross-sections and time series, based on annual data that
included (30) traditional and Islamic banks for the period (2011-2016). The
results of the Panzer-Rosse model show that competition between traditional
and Islamic private banks is high, while competition among private Islamic
banks is a monopolistic competition. As for the impact of the banking
competition on the indicators of financial stability, the study concluded that
there is a significant and reverse effect of the banking competition on both
the non-performing loans and the bank liquidity, while there is a significant
and systematic effect of the banking competition on the profitability of
banks. This means that the banking competition has a positive impact on the
indicators of financial stability In the Iragi economy. The study concluded
with a set of recommendations, the most important of which are: To
encourage competition in the lIragi banking sector by creating the
appropriate conditions such as allowing government institutions to deposit
their money with private commercial banks and not only to deposit them in
government banks; especially that competition plays an important role in
improving the efficiency of banks and providing the best services. And the
need for Islamic banks to modernize and innovate Islamic banking products
such as Islamic sukuk and Islamic investment funds.

Keywords: Banking Competition, Panzer-Ross Model, Financial Stability, Panel
Data Model.
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Sample: 2011 — 2016 Cross-sections included: 30 Total panel (balanced) observations: 180

Pooled Regression Model Fixed Effects Model Random Effects Model
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Q n 6l Q 12 b Q w bl
Constant 0.887 | 0.304 | 2.917 | 0.004 | -0.312 | 0429 | -0.727 | 0.468 | 0.586 | 0.323 | 1.817 | 0.070
P1 0.020 | 0.019 | 1.080 | 0.281 | 0.0008 0.023 0.034 0.972 0.013 0.019 0.695 0.487
P2 0.318 | 0.120 | 2.655 | 0.008 0.541 0.179 3.009 0.003 0.348 0.128 2.709 0.007
P3 0.012 | 0.194 | 0.061 | 0.950 0.466 0.234 1.987 0.048 0.139 0.197 0.706 0.481
LOAN 0.042 | 0.031 | 1.371 | 0.172 | -0.024 | 0.042 | -0.568 | 0.570 | 0.025 | 0.032 | 0.768 | 0.443
DEP 0.142 | 0.083 | 1.711 | 0.088 0.443 0.109 4.040 0.0001 | 0.224 0.086 2.581 0.010
R-square 0.11 0.38 0.11
i 0.08 023 0.08
squared
F-statistic 4.3025 2.6520 4.3099
v 0.00102 0.00003 0.0010
statistic)
Cross-

0.00011
section F
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Sample: 2011 — 2016 Cross-sections included: 22 Total panel (balanced) observations: 132
Pooled Regression Model Fixed Effects Model Random Effects Model
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E| 9| 5| E| 8| ”| 8| E| & 2| 5|8

€| 2| @ & SN N gl 2| 2 |~

o ®n e 8} @« o Q 0 e
Constant 098 | 032 | 3.00 | 0.003 | -0.71 | 0.49 | -1.45 | 0.147 | 0.68 | 0.34 | 2.00 | 0.047
P1 0.09 | 003 | 2.69 | 0.007 | 0.11 | 0.07 | 243 | 0.016 | 0.10 | 0.03 | 2.59 | 0.010
P2 032 | 013 | 234 | 0.020 | 046 | 021 | 236 | 0.019 | 033 | 0.14 | 2.29 | 0.023
P3 0.04 0.23 0.17 0.862 0.43 0.28 1.85 0.065 0.14 0.23 0.61 0.537
LOAN 0.03 | 003 | 0.82 | 0411 | -0.04 | 0.05 | -0.80 | 0.423 | 0.01 | 0.03 | 0.47 | 0.632
DEP 0.08 | 009 | 0.86 | 038 | 0.48 | 0.12 | 3.84 | 0.0002 | 0.16 | 0.09 | 1.70 | 0.090
R-square 0.17 0.43 0.16
o v 0.14 029 0.13
squared
F-statistic 5.33 3.07 5.04
PMP(I.:_ 0.000177 0.000026 0.000300
statistic)
Cross-section F 0.0004
Hausman Test ‘ 0.0042
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Sample: 2011 — 2016 Cross-sections included: 8 Total panel (balanced) observations: 48
Pooled Regression Model Fixed Effects Model Random Effects Model
Variable g g g g g 8 g g &
=) = 17} [ = @ (=] = 2
g H = 2 g H = 2 -] ~ = 2
H 2 b7 2 8 = b7 2 s & @ | 2
%] n - A %) @ - A O 7] - [
Constant -0.08 | 1.09 | -0.073 | 0.94 0.73 118 | 0.62 | 0.53 0.22 1.09 | 020 | 0.83
P1 -0.01 | 0.01 | -0.56 0.57 -0.01 0.02 | -0.88 | 0.38 -0.01 001 | -0.75 | 0.45
P2 0.05 0.24 0.24 0.80 0.15 0.31 0.49 0.62 0.09 0.26 0.35 0.72
P3 -0.005 | 0.34 | -0.01 0.98 0.26 037 | 0.71 | 047 0.08 034 | 025 | 0.80
LOAN 0.013 0.05 0.23 0.81 -0.05 0.07 | -0.66 | 0.50 -0.006 0.06 -0.10 | 0.91
DEP 0.511 | 0.25 | 1.96 0.05 0.30 0.27 | 1.13 | 0.26 0.43 025 | 1.67 | 0.10
R-square 0.11 0.32 0.08
AgInstedi 0.008 0.08 0.02
squared
F-statistic 1.08 1.38 078
Trol 3~ 0.38 0.22 0.56
statistic)
Cross-section F 0.0773
Hausman Test ‘ 0.5243
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Sample: 2011 - 2016 Cross-sections included: 30 Total panel (balanced) observations: 180
Pooled Regression Model Fixed Effects Model Random Effects Model
- - P - .
g 5 ] g 3 ] = 3 g
Variable < E| B | a & S| | o £ -
g | & F| 2| E| 4 | §|E| E | A| |2
P~ 3] L= 7 d] b= i -
CA - A R O - 2 Rl S - T O
0 n - 9] 0 e/ 9] n ol
Constant 556.32 | 75.96 | 7.32 | 0.00 | 843.51 | 122.13 | 6.90 | 0.00 | 659.86 | 91.88 | 7.18 | 0.00
Y1 -230.60 | 40.75 | -5.65 | 0.00 | -387.71 | 66.45 | -5.83 | 0.00 | -287.45 | 48.76 | -5.89 | 0.00
R-square 0.15 0.48 0.16
AR 015 0.37 0.15
squared
F-statistic 32.01 4.53 3420
b 0.000000 0.000000 0.000000
statistic)
Cross-section 0.0000
F
Hausman Test 0.026
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Sample: 2011 - 2016 Cross-sections included: 30 Total panel (balanced) observations: 180
Pooled Regression Model Fixed Effects Model Random Effects Model
] . g - ] g = 5 Y
Variable # g z i < g 2 & g g g .
E| 4| 5| 2| B | =) 5| F| & | H]|5|F
$ | 2l a| M| & | g @ ™| & 2| a|™
v 0 2 o} n - 0 ) <

Constant 37.19 | 8.62 | 431 | 0.0000 | 44.07 | 10.77 | 4.08 | 0.0001 | 41.82 | 9.96 | 4.19 | 0.0000

Y2 -13.07 | 4.62 | -2.82 | 0.0053 | -16.84 | 586 | -2.87 | 0.0047 | -15.60 514 | -3.03 | 0.0028
R-square 0.04 0.61 0.04
RGBS 0.03 053 0.04
squared
F-statistic 7.98 7.88 9.22
Erohe 0.005 0.000000 0.0027
statistic)
Cross-
section F o
Hausman

0.66
Test
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