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ABSTRACT:

This study aims to examine the impact of certain banking concentration variables on banking stability in
the Iragi banking sector. The research is based on the hypothesis that there is a positive relationship
between banking concentration indicators and banking stability in the Iragi banking sector during the
study period. Both inductive and deductive methodologies were employed, involving data collection and
analysis, along with quantitative econometric techniques to determine the effect of banking concentration
on banking stability in Iraq. The Autoregressive Distributed Lag (ARDL) model was applied
using EViews 12 to test the hypothesis. The study reached a set of conclusions, the most important of
which are: There is a long-term inverse relationship between assets (X1) and the capital adequacy ratio
(Y1). There is a direct relationship between the capital adequacy ratio (Y1) and the deposits index (X2).
There is a long-term inverse relationship between capital adequacy (Y1) and credit (X3). The study
concluded with a set of recommendations, the most important of which are: Iragi banks should develop
appropriate marketing mechanisms for their services to increase their assets and provide better services,
which will positively reflect on the banking sector. Small-sized commercial banks with limited assets
should voluntarily adopt a bank merger approach to address challenges, especially in the current
competitive environment, in order to expand their capital base and improve capital adequacy.
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Test Statistic Value K
F-statistic 9.578938 3
Critical Value Bounds

Significance | I0 Bound | I1 Bound

10% 2.01 31
5% 2.45 3.63
2.5% 2.87 4.16
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Variable Coefficient | Std. Error | t—Statistic | Prob.
D(Y1(-1)) | 0.156484 | 0.044370 | 3.526823 | 0.0011
D(Y1(-2)) | 0.113924 | 0.033331 | 3.417951 | 0.0015
D(Y1(-3)) | 0.099622 | 0.038175 | 2.609648 | 0.0130
D(Y1(-4)) | -0.819979 | 0.107881 | -7.600772 | 0.0000
D(X1) -0.003223 | 0.006467 | —0.498463 | 0.6211
DX1(-1)) 0.002385 0.001402 | 1.702002 | 0.0971
DX1(-2)) 0.004682 0.002736 | 1.710999 | 0.0955
D(X1(-3)) -0.006440 | 0.002660 | -2.420725 | 0.0205
D(X2) 0.107324 0.036741 | 2.921097 | 0.0059
D(X3) 0.246782 0.039685 | 6.218492 | 0.0000
CointEq(-1) | -0.078185 | 0.042136 | -1.855536 | 0.0715

Cointeq = Y1 - (-0.0241*X1 + 0.3523*X2 -0.5015*X3)

Long Run Coefficients

Variable Coefficient | Std. Error | t-Statistic | Prob.
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LM ol gl blpy ded e 2 (3-5) Jsd

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.243621 Prob. F (4,33) 0.3117
Obs*R-squared | 6.678603 | Prob. Chi-Square (4) | 0.1539
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Ramsey RESET Test : jla) 5-3
3-) Jgdkl o 31l VI s pisiieny tesds (sbog mdgedll Y1 K201 e Cadll Il e
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05 (Sgime Lis Bgine cnd 29 (0.5216) 2l afles=V1 gy (0.418792) au
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it K e 5 sl Ramsey Test Lzt (3-6) Jsad)

Ramsey Test
Value Df | Probability
t—statistic | 0.647141 36 0.5216

F-statistic | 0.418792 | (1, 36) 0.5216
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