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Bank interest rate margin and its impact on bank deposits and cash credit (loans and advances) :
Iraq, Japan and China as a sample (2004-2016)

Salam Hashem Muhammad ™ ,  Haidar Thijel Jawad®
a Ministry of Education / Muthanna Education Directorate.
b Al-Muthanna University / College of Administration and Economics.

Abstract

The study aims to examine the interest rate margin and its relationship to loans and deposits in Iraq, China and Japan,
using the VAR model. The study found that there is a causal relationship with a direction from deposits to margin
interest rates. The absence of a causal relationship between loans and margin rate interest that the probability (p-
Probability) greater than 5%, was residuum tested and make sure it is distributed naturally depending on the Jarque-
Bera test. The study also found that the margin of interest rates is high significantly in Iraq because of having little
investment and other tools dating profit on banks in comparison with China and Japan. This shows the volume of
exploitation from Iragi commercial banks accepted customers, unlike what happened in China and Japan who are
working to achieve the country's economic interest with the interest of banking. Despite the high interest rates on
loans, loans have taken an upward path due to individuals’ need for loans and the failure to provide areas other than
commercial banks For these loans. The study recommended the necessity of directing Iragi commercial banks to use
other investment tools that yield profits and help them to reduce the interest rate margin by reducing the interest rates
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on loans and working to increase the interest rate margin on deposits. This would enable them to attract. Individual
funds and increase savings that enable commercial banks to increase their investments and consequently increase
their profits. It also recommends increasing the investment of loans in productive areas and moving away from

consumer areas.

Key words: interest rate margin, bank deposits, bank loans.
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316,534 13.2 2004
483,424 13.4 2005

1,438,860 14.3 2006
2,057,098 18.7 2007
3,576,922 19.2 2008
4,308,539 16.1 2009
4,408,393 14.3 2010
15,259,025 14.1 2011
22,850,336 13.8 2012
24,700,569 13.5 2013
28,195,535 12.6 2014
30,297,202 12.2 2015
101,622,337 12.3 2016

e\_c‘ﬁk“_ﬂ_;A}wac uau;.iy‘ JL;»AEJJ\AM J\a_u\ CHAAS)
2 Cal )y (a5l Lale (%) Y1) dlai L (11 Y401
slal daay jistane (W asay ey Laelad | e e )
Y sl e alasil g gLyl ola g (gl 5830 o) 44y
ALl g )8 e ey Le IS O Ale Gl 8 e iy
‘;Ud\ds*ﬂ\‘_gus‘ @cﬁﬁu\_)mu\&)u\w&_\lk

Y'Y

o al) (5 3l il iy e slaie YU jacadl)

OV oy oSle) Joaall IOA e Ela¥l g eliaa¥i3 430
el_c u_A&u:i‘)\}[\ J\_um&_uéﬁ\ UAJ‘)JJ\‘HQEA_“AH Jta_u‘
ol (%613.7513.2) 4 L Bk Yo oA sle ia Yoot
) 833 e Aeaed_yall 5,58 A W) by 53
288 280U o) e 1 Lal el Gojladl Ul 8o 5 Mg



YY\-ZOB(Y~Y~)_(2) JJ:J\(\ ~)Jl;.a]\.:gdugy‘}:g‘)hy“a}u‘;ﬁd\u;a.d\};}w

GIoall b i pemall g ) e 35 e (0) JSA)

(V)% Al o 3ad el

an bl 868 H0a% At Baaliaall Aia H) 2kl yuadl o G el il 8 Aggadail) Alls) -
L L Wlaabie 58S ellh g (5 g ) (A Dbl Jysa3
Ol Sy LS5 el Jumdl ) Jam 5 i 534l 00 )

(VS Ay il el ) ga

Ol il Badiaall die 3 dldud) iy e (o el can
(\'~\'\-Y~~2)2\_u‘)ﬂ\3)_"\éﬂ)_.aaj\j A_ubﬂ\a_ﬁ

);\:';3.43\ )AJS\ C"_z\)ylld\
MJ paslall e el
LON 4 yaall Caldl § g 3l
DOS A yeadll @il
e alaie YU A 3 Al i 3 Calanll aaas 25 A ) Aia 3 Abaad) 4 )it <Y )

ULl o) e asll) SUL a8, 8 Jeaal) U8
+ ) yaal b LeS A 1 ALl i UL G O Y UL pass 8 J Al J8

ALl g ) et 5a8 38 ge sas sl Hia e Al g Al

Dickey-Fuller Ay Haay) s s Al Hal) a8 ) el dgia 3l Aledad) ag ) et M Jgas

Prob 3 gaal) 4l .
= )

10% 5% 10p Al
0015  -2598 -2921  -3568  -3.410 DOS
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Order Selection

Criteria

VAR Lag

Endogenous variables: DLON DMJ DOS
Exogenous variables: C

Date: 02/28/20 Time: 10:00

Sample: 2004Q1 2016Q4

Included observations: 46

HQ SC AlC
62.56123  62.63582  62.51656
58.41330
58.11497 *  57.93627
57.89867 57.58595

*  58.42076 *
58.22707  58.97291  57.78032
58.44986  59.41945  57.86908

FPE LR LogL Lag
2.84e+23 NA  -1434.881 0
291e+21  208.8071 -1320.534 1
2.07e+21  28.92329

* * -1303.477 2
2.54e+21  7.089693 -1298.947 3
2.85e+21  9.983899 -1291.989 4
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Pairwise Granger Causality Tests

Prob.

0.9486
0.8996

0.9315
0.9496

0.0019
0.1374

F-Statistic

0.05278
0.10602

0.07103
0.05173

7.22865
2.07744

Obs

48

48

49

Date: 02/28/20 Time: 09:58
Sample: 2004Q1 2016Q4
Lags: 2

Null Hypothesis:

DMJ does not Granger Cause DLON
DLON does not Granger Cause DMJ

DOS does not Granger Cause DLON
DLON does not Granger Cause DOS

DOS does not Granger Cause DMJ
DMJ does not Granger Cause DOS
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Vector Autoregression Estimates

Date: 02/27/20 Time: 21:14
Sample (adjusted): 2005Q1 2016Q4
Included observations: 48 after adjustments

Standard errors in () & t-statistics in [ ]

DOS DMJ DLON
0.001179  9.75E-10  1.527752 DLON(-1)
(0.00722)  (2.0E-09)  (0.14487)

[0.16325] [0.49032] [ 10.5457]

-0.000694 -1.07E-09 -0.478339 DLON(-2)
(0.00925)  (2.5E-09)  (0.18545)

[-0.07507] [-0.42017] [-2.57929]

-946548.1  0.593362  -558545.8 DMJ(-1)
(581018.)  (0.15992)  (1.2E+07)

[-1.62912] [3.71027] [-0.04792]

391077.5  0.179813  2236624. DMJ(-2)
(504857.)  (0.13896)  (1.0E+07)
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[ 0.77463]

1.314052
(0.13655)
[ 9.62349]

-0.659133
(0.15404)
[-4.27904]

302261.7
(80978.8)
[ 3.73260]

0.789385
0.758563
1.52E+12
192245.0
25.61136
-648.3192
27.30497
27.57785
840181.5
391249.4

[ 1.29398]

-8.67E-08
(3.8E-08)
[-2.30641]

1.51E-08
(4.2E-08)
[ 0.35720]

0.062329
(0.02229)
[ 2.79635]

0.792777
0.762452
0.114801
0.052915
26.14242
76.74916
-2.906215
-2.633331
0.025000
0.108569

1.20E+21

[ 0.22085]

0.956752
(2.73909)
[ 0.34930]

-0.633982
(3.08996)
[-0.20518]

180048.1
(1624414)
[ 0.11084]

0.923219
0.911982
6.10E+14
3856386.
82.16389
-792.2575
33.30240
33.57528
5326953.
12998567

Determinant

DOS(-1)

DOS(-2)

R-squared

Adj. R-squared
Sum sq. resids
S.E. equation
F-statistic

Log likelihood
Akaike AIC
Schwarz SC
Mean dependent

S.D. dependent

resid covariance
(dof adj.)
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7.48E+20 Determinant resid covariance
-1357.846 Log likelihood
57.45192 Akaike information criterion
58.27057 Schwarz criterion

DOS = C(3,1)*DLON(-1) + C(3,2)*DLON(-2) +
C(33*DMJ(-1) +  C(34)*DMJ(-2) +
C(3,5)*DOS(-1) + C(3,6)*DOS(-2) + C(3,7)

gﬁbﬁ\‘)l.)ﬁ\;iuu&

csise Lol adad e st s ) il 3 sl g sumd
Jarque-Bera Jlia) Jleating s B 5l

& 3l VAR 73 ga
AR Model:

DLON = C(1,1)*DLON(-1) + C(1,2)*DLON(-2)
+ C(1,3*DMJ(-1) + C(L4)*DMJ)(-2) +
C(1,5)*DOS(-1) + C(1,6)*DOS(-2) + C(1,7)

DMJ = C(2,1)*DLON(-1) + C(2,2)*DLON(-2) +
C(2,3*DMI(-1) + C(24)*DMJ(-2)  +
C(2,5)*DOS(-1) + C(2,6)*DOS(-2) + C(2,7)

A ) il (1) sl

Jarque- Componen

Prob. df Bera t
0.0000 2 342.0805 1
0.0000 2 25.70085 2
0.0000 2 131.9199 3
0.0000 6 499.7013 Joint
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