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Abstract

This study aims to analyze the impact of capital structure on the profitability of Iragi banks
listed on the stock exchange during the period (2015-2023), in the context of an economy suffering
from structural challenges such as dependence on oil and political instability. Using panel data for
10 banks and adopting the panel data regression methodology, the results revealed an inverse
relationship between the debt ratio and profitability indicators (ROA and ROE), as a 1% increase in
debt led to a 0.18 percentage point decrease in ROA. Conversely, higher equity was associated with
improved profitability, which supports the trade-off theory. The results also showed that external
factors, such as economic growth and liquidity, play a pivotal role in moderating this relationship.
The study recommends that banks improve the balance of their financial structures and calls on
policymakers to enhance the legislative framework to support the efficiency of the banking sector.
These findings provide a significant contribution to the literature on fragile economies, as they
highlight the complex interaction between financial structures and the institutional environment in a
unique context.
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