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Abstract: The banking sector aims to maximize returns while minimizing the costs
incurred in achieving those returns. This is accomplished through continuous efforts to
improve the operational efficiency of the banking sector, which positively impacts its
financial performance. The financial performance of the banking sector is affected by
numerous factors related to operational efficiency. This research focuses on the Iraqi
banking sector, examining the relationship between operational efficiency indicators
(net interest margin, asset turnover, and return on equity) and financial performance
indicators (capital adequacy, deposits-to-assets ratio, and loans-to-deposits ratio). The
aim is to identify the problems affecting these indicators, most notably the inability to
optimally utilize available financial resources and effectively employ them to achieve
the banking sector's objectives. Data for the banking sector sample was obtained from
the World Bank's official website and subjected to performance analysis using a range
of ratios and statistical analysis using Panel Data analysis. The research concluded that
there is an inverse relationship between operational efficiency indicators and financial
performance indicators. Financial performance indicators reflect a deficiency in the
operational efficiency of the Iraqi banking sector. The research suggested that Arab
banking sectors balance operational efficiency indicators with financial performance
indicators in order to achieve the optimal relationship that fulfills its objectives.

Keywords: Iraqi banking sector, operational efficiency, financial performance.
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1 WS 5 ((P-value) 4 481 yall 4laiaY) daidl) s (Augmented Dickey-Fuller)

(ADFsas sl 53n) dia 3l Judlaal) 2 5) il sl 1(V) Jgsa

Variable Level (1,0) First Difference (I,1)

Prob Statistics Result Prob Statistics Result Prob
Y1 -4.833227 Stationary ** 0.0275 - - -
Y2 -0.587276 Non 0.4350 -3.342123 Stationary * 0.0486
Y3 -1.738866 Stationary *** YA - - -
X1 -3.608966 Stationary * e - - -
X2 -0.223654 Non 0.5740 -2.073028 Stationary*** 0.0435
X3 -3.325098 Stationary ** 0.0456 - - -

.Trend & Intercept ola¥) s il aall ) juis** Intercept <wlill aall ) juls*
None slai¥l g Culill aall ¢y ) juds ***

(EViews 12) Jbas¥) mali ) cila jha Ao alaie YU Balll dlae) (e J gaall 1 jaaall
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.(~,~°) dﬁ\&eﬁudMJ(X])Eiﬁj\ Gahaum.z Muhdpy} s(~,\ ~)uAd§\:g}uu
ARDL-Bounds Test 233} mgia jLIa) ¥
DL e a3l Loy e yisiall JalSil) sl el oy adls ¢ paiill L deadiivall @l ppaiall Sl Js (e 2SI 2y
(Johansen & _WiaY) ge alai¥) i Sl ¢« (1,1) 5 (1,0) Lea oSl e oills g Lo pan 28 IS Al 4y ) Eay)
;s WS 5 «(ARDL-Bounds Test) LWy ) ¢ salll 5 Juselius)

Sall 8 padll g Uaill ARDL-Bounds 2 saal) bl jisial)l JalSall jlsal ;(Y) Jga

Y1 X1 X2 X3 i) dlales

F-Bounds Test Mull Hypothesis: Mo levels relationship

Test Statistic Yalue 3ignif. [0 (1)
Asymptotic: n=1000

F-statistic 49 67595 10% 237 32

k 3 H% 279 3.67

2.5% 315 408

1% 365 4 66

EViews 12 s jaae o alaie VL &alll slae) (e 1 jsaal)
glhaill jlia)d yid)l JalSill sl il (F) 2 daisal) dedll 45 )ae xie asl (Y) Jsaadl Glly A e Gy
slea (4585 O an¥) AN (68 () 05 705 7,05 7)) Ay simall il sivnal 4 ganl) 2l an (A1 2l 8 jucal)
e dad Ayl e ST JEY) e (F) JLidY dadinall el ()5S dla 8 @ i) (& i JalSi Lgpal g ¢y sina il
D dpasiaall el O oaiy gy (Z) 05 705 Y,05 V) Gl sl o3 (e Aysina (s sl @Y eV sl
sl 0585 G (Suan¥) A &6 ellay g (6,175 6,0 A5 YTV 5 ¥, ) e asdl a8 JS (e el o (£9,1V040)

(Y 0) S (7)) A sina (5 e die G paaiall (@ yidia JalSi Lgaal 5 iy sina yadil)

ARDL-Bounds s jlaal-dl yidall JalSill s o (¥) Jgsa
Y2 X1 X2 X3 il dlales

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:n=1000
F-statistic 19.31691 10% 237 32
k 3 5% 279 367
2.5% 315 408
1% 3.65 4 66

EViews 12 <la s e slaie Wl Dalll dlae) Ge 1 jlaall
O sinad A ganl) 4l ae 3 gaall sl jidall JalSil) Ll dalall (F) J dsdiaal dal) 45560 vie () Jsaad) O
Qﬁdﬁmdats:@ng,‘aﬂ;.f)p‘ﬁﬁmuqmwszgjgu?w BIBANSY YN VARRWARWASLEWAD REPEN|
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ARDL-Bounds 2saall jladl-el yiiall Jalsill lia) o (£) Jgaa
Y3 X1 X2 X3 il dlalas

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) (1)
Asymptotic:n=1000
F-statistic 24.08263 10% 2.37 3.2
k 3 5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 466

EViews 12 cla e e aldie YU dalll alae) (e 3 jdaal)
Al gl adill ae o gaadl lgialoal yiiall JalSdl laly Lalall (F) J dsdaa) degl) &5 5lae 2ie 43l ) (£) dsaadl G
eV aall 4 e dad A e B BV e (F) JliaY datiaall daiill ()5S Jla 8 <l il (g o jidie JalS5 Laal (a5
G (YE AYTY) JlaaU L) el ol oy Sl (7)) 05705 Y,0 5 1) by sivsall 038 (g0 45 sina (5 sisa Y
Uslra (5585 Of Slas V1IN ¢G5S @l g (6,775 6,0 A5 ¥,V YY) sl e L) e aal) a8 OS e el
SN Sa Y A siaa (5 sl die Gl prdall G @ yidie JalSS da g9 A gia padil)
tol LS o 5 candntill B335 Cl Hlia) ellia 3 auddal) ¢l JLEa) v
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Dadl) Ml B il L ane LA 1(0) Jaa

Model Heteroskedasticity Test: ARCH
VIXIX2XS | oot cuared 0042345 Prob ChiSquare(t) 03317
VXXX o e 0998044 Pron ChiSauare(ty 03176
VXXX iR e 1326605 Prob ChiSauare() 02494

EViews 12 <l jaa e aldie YU Balll dlac) (1 1 jdaall
cOYAY e vt Dl e Zadl) L Allaia) Aadll 5 (1.210186, ,AVY AT« , AVATOY) gl e Al
(LYYTT00 ¢, 894086 v, 28YYE0) gl Jle 43l (R-square) 4ed () WS «(+,+0) (e Sl & (4,7 VY
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S sl O ladall Bl ,Y1 Al aa g V) 4l e Gani ) axed) A s 68 DA e (EViews 12) gl ddaul 5
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ol 3l b sl ebusill ol Y1 LA) 5(1) Jgaa

Model Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags

F-statistic 0.000387 Prob. F(1,5) 0.9851
R Obs*R-squared 0.000773 Prob. Chi-Square(1) 0.a7va

F-statistic 0.001612 Prob. F(1,5) 0.96495
Y2 X1 X2 X3 Obs*R-squared 0.003222 Prob. Chi-Square(1) 0.9547

F-statistic 1.914519 Prob. F{1,5) 0.2250
SXX2EX3 Obs*R-squared 2768839 Prob. Chi-Sguare(1) 0.0961

EViews 12 cls jae e alaie YU Balll she| (e 1 jdaall

‘_;\?m e Al Adadl) (F) dad caly 3) ¢ adall 23 gaill 81 gall o Auadoil) Jals j¥) LSS =38 o) () Jsaadl cpm
).\S\GQ (~,YY°~ ¢+,4740 ‘-,‘\AOW)‘_A\jﬂ\‘_;cZ\.-JLML@ULAhY\ @\3(1914519’ e e YTYY (o e ~V/\V)
oo LYl dadll g (Y,VTAATA o) e o YYTYY oy e v VYY) ) e 4300 (R-square) 4ed o) WS (4,4 0) (e
paadl dpia jiy Jab W) ey N g (5,0 0) (e S @ (HYYor v4740 <0.9851) ‘;\,::S\ e Al S Jalaa
,é\ﬂ\w&m&uﬂ\mwuu%@um Ol Al dpca yall (b
Jlall Gl AUS 3aas 85 Jigall Jal gall ¢
DA L asas (Y1) JWl el S 8 Alialall @l sl (e (70V,0 V) sad o 2351 13g) i) ol (e eualy
e dlall 5 (X2) @laga gall )y ea5 (X1) 320U Ala (iala juaia) GS}JX\ 132 & Adafall At @l juaial) de gana
S ) 23 e AR e Aliie) Cl il il ) i el (Z£Y,97) Al dedll Wl ((X3) ASld) (5 s
6 sie die 73 5alY] 4y gina ) Lansindl) (F) Jlois) dad 5ol aa (8 o A sl Uadld) an jnie e Ll (3l Lo sale
Lgima ) i dadnal (£) L) ad ) (5,19 Ge ST T,T0ATY) O @lldg (008) g a e ja5 (v, 0) Ay sina
Oe zasal) Sla A5 Y 5 S5 Y (DW) oY diad) dadll (s iS5 (2.015) o ST lsen LY Al & il
AY) dsaall 8 Gase LS LEAY) (e A sl SU) ane dilaia (pana A8l 5 LY 1A ol )Y) A1
ARDL 4e y sall @leUaid I jlasi¥) o3 gl il (V) Jgaa
Dependent Varable: Y1
Method: ARDL
Date: 10/09/25 Time: 12:51
Sample (adjusted): 2013 2021
Included observations: 9 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)

Dynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C

Wariable Coefficient Std. Ermor t-Statistic Prob.*
Y1(-1) 0.169685 0.098994 1. 714102 0.0888
> -14 73174 4. 457081 -3.305245 0.0012
x2 -7.558051 1.063415 -7.107338 0.0000
X3 -12.37351 3.324871 -3.721500 0.0003
C 0.111247 0.037420 2.972899 0.0589
R-squared 0.785344 Mean dependent var 162.9333
Adjusted R-squared 0.570687 S.D. dependent var 86.93900
S_E. of regression 56.96413 Akaike info criterion 1122250
Sum squared resid 12979.65 Schwarz criterion 11.33247
Log likelinood -45. 50305 Hannan-Quinn criter 1098645
F-statistic 5.658610 Durbin-Watson stat 2 675470
Prob(F-statistic) 0.118450

*Mote: p-values and any subsequent tests do not account for model
Selection.

EViews 12 Sla ja e i Y Ziald) slie] e 2 jsaaal
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@5 A3 5 AY) ol g2l aan ol paBanl g Ban g laiey ASL) Bgia o Ml i 81 s o S5 gd (Ll
Baa g (FVYYVY0)) Slades Jlall Gl ) AUS yiaie 8 (Slae a3 )

i g2 pal) Aaal/adla gl Ao yaad A5 gl Jalge 0

3525 (Y2) hasa sall aal/adla sl dad L Alealadl il yuad) (e (ZAY,10) gad of 723 51 13gd ol 55 (ya eaay
(X2) Dlasasall ) 505 (X1) 52l ilia (ala ysrie) z3sasV) 128 8 QLA Al < i) de geas il )
gsal b AR e i) il Al ) 508 68 (%16.85) gl dall Ll o(X3)ASL (b son e ailall
Zasal) Ay gine ) dpindl (F) JLia) dad 5ol (s A sial) Ladll o juite Lpausi Lgle 3l e sale ) 0l
5 Ll (1) LSS o 05 (5.19 e ST ATTAGY @llig) (068) Ay m Sla s (40 0) Bsine (s sae e
S 0 Y S5 Y Ll (DW) LLesY dadaal dedll Wi (2.015) 0o ST besen LY Al &l paial) 4 gina )

(A dsaall 3 ae LS i) (e A gl 2SHD aae dilaie 8 daill g 85 Gl 5 1A Jals V) Al (g 3 5V

ARDL e jsall @leUaSU I lasiVl 23 sail gl 1(A) Jg>

Dependent Wariable: ¥2

Method: ARDL

Date: 10/09/25 Time: 12:53

Sample (adjusted): 2013 2021

Included observations: 9 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C

“Varnable Coefficient Sid. Ermor t-Statistic Frob. =

Y2(-1) 0.9173201 0.189920 4.830981 0.0085

X -4.813990 1.910487 -2.519771 0.0128

=2 -0.135167 0.046372 -2.914836 0.0042

X3 -1.591725 0.706589 -2.252690 0.0257

C 0.6100320 0.142046 4.294594 0.0232

R-squared 0.915731 Mean dependent var 44 33333

Adjusted R-squared 0.831463 S.D. dependent var 1695022

S_E._ of regression 6.958626 Akaike info criterion 7.018022

Sum squared resid 193.6899 Schwarz criterion FA2F591

Log likelihood -26.58110 Hannan-Quinn criter 65.781572

F-statistic 1086680 Durbin-Watson stat 1.2388845
Prob(F-statistic) 0.020107

*Mote: p-values and any subsequent tests do not account for model
Selection.

EViews 12 cils jae o aldie YU Balll dhe| (e 1 jdaall

sl L (M) Jgaad) Cp
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ol sl aan el e Baal g Ban g ey 38N Lo (iala e 8 T md o xS ogd (s sall Jlaal/adla sl
Bang (6,AFA9) laiay il g sall  eal/aila sl Aad 8 Qi a5 ) oo 5 A3 5 AY)

laal/gila sl s o s sall Gl )50 e o (5 sina e il D Ao WMo 3 gm 73 sl 1] paiill il skl
G A3 (5 AY) Jal sal) gaen ol maban g an 5 laiay il sa sall (50 ke 3 150 O a3 gd el g gl
Bang (-0, YOVTY) Slaiey il sa sall Maal/aila gl 3 Qe s )

AL Bsin o ailall e G gsine e LBl ) LpuSe ABe agay N z3sal) 13gl il il ekl
Jal sl asan ely pa3anl g Ban 5 jlaiey ASLall (§gin o ailall yirie 81 500 o 5 gd el s sall  Maal/aila sl
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gl (aa) /ua g Al yaad 88 figall Jal gl 1

S 23 (Y3) gl Maal /pm g il 8 dlalall @ il (e (Z3Y,07) s o) 235 13g) i) il e poaly
lall 5 (X2)lasa sall () 935 (X1) 323l dla (ials i) 72 5aiY) 120 8 AL Al < yiriall de gane il
) 3 gad 8 AL e ALl ol paaiall L ) 0l sed (%6.84) Ldiiall dadll Ll o(X3) RSl §sis e
die z3saY) 4 sine ) dsiall (F) JLis) Aad ol o (3 sl Wadll an jarie e Lale (3l Lo sale )
S XE Y (DW) Y Al dagl) (8 GlliS ((2.015) oo ST lrpen 2 2N Aital il ysiall 4 gina )
(3) Jsaadl 8 (e LS cn sall 2SHD aae Adaie pania Andl 5 LaY 3IA Jals )Y A1 (e 73 saY)
ARDL 4e  sall @ileUaid I jlani¥) o3 gl il 1(9) Jgaa

Dependent Variable: ¥3

Method: ARDL

Date: 10/0925 Time: 12:55

Sample (adjusted): 2013 2021

Included observations: 9 after adjustmems

Maximuim dependent Iags: 2 {Automatic selection}

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C

Warable Coefficient Std. Error t-Statistic Prob.*

Y2(-1) 0.617810 0.142697 4.329534 0.0124

X -1.202401 0.351866 -3. 417208 0.0008

X2 -2.418432 0.808311 -2 991958 0.0032

X3 -0.194683 0.103754 -1.876390 0.0625

c 23.28093 5.991419 3.329930 0.0291

R-squared 0.96577T7 Mean dependent var 4090478

Adjusted R-squared 0.931555 5.D. dependent var 6.187875

S E. of regression 1.618876 Akaike info criterion 4101522

Sum squared resid 10.48304 Schwarz criterion 4211091

Log likelihood -13.45685 Hannan-Quinn criter 3.865072

F-statistic 2822039 Durbin-Watson stat 2.146682
Prob(F-statistic) 0.003433

*Mote: p-values and any subsequent tests do not account for model
Selection.
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