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Abstract: To determine the extent of the safety or
weakness of the banking sector in general, this requires
the development of a single composite index using
selected ratios of certain indicators to reflect the
financial strength or weakness of the banking system, as
relying on one or more indicators may give a unclear and
accurate picture of the real financial health of the
system. In the banking industry, in order to create an
aggregate index, the data must be converted into
standard values and weights assigned to the indicators.
Finally, the weighted average method was adopted to
extract the proposed comprehensive index. Therefore,
the stability of the financial system as one of the main
pillars for the development and progress of the national
economy is of great importance in the economic system,
and through what this system does of financial
intermediation between depositors and investors, which
in turn helps to strengthen Economic stability, so the
Central Bank of Iraq is keen to provide it with an
advanced and effective supervisory and regulatory
system, so this study aims to analyze the reality and
trend of financial stability in Irag and the factors
influencing it. Through the creation of a comprehensive
index, the study reached several conclusions, the most
important of which are the fluctuations in the values of
the Iraqi Financial Stability Index for the period (2009-
2012), and the general trend of these values is positive,
indicating that there is a fluctuation in the values of the
Iragi Financial Stability Index for the period (2009-
2012). acceptable level of stability the financial system
is relatively stable, when looking at the economic and
security developments that the country has gone through
and the impact of those developments on the degree of
financial stability. The study presented several
recommendations, the most important of which is the
need for the Central Bank of Iraq to cooperate with the
composite financial stability index, which combines
financial stability indicators with other indicators, and
not only the financial security index to express the
stability of the financial situation. In order to identify the
most important developments and their implications for
the stability of the Iragi banking sector.
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