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Abstract: Monetary policy is a set of measures that the
central bank controls through its quantitative tools when
pursuing an expansionary or contractionary policy.
These tools have implications on the risk of non-
performing loans and the complex relationship between
them. The use of policy tools incorrectly may reflect on
the risk of non-performing loans and its rise and thus
expose banks to financial losses.

The research issue lies in the fact that the risk of non-
performing loans is greatly influenced by monetary
policy decisions through its tools in following an
expansionary or contractionary policy and thus this is
reflected on increasing risks, increasing instability and
the possibility of incurring financial losses for banks, so
the importance of the research can understand the
relationship between monetary policy tools and the risk
of non-performing loans and thus is important to achieve
stability and avoid financial losses as it aims to analyse
how different monetary tools affect the risk of non-
performing loans using the standard Dynamic Least
Squares (DOLS) method and identify the tools that
mitigate or

The research reached a set of conclusions, the most
important of which are: proving the research hypothesis
that monetary policy instruments significantly affect the
risk of non-performing loans because some policy
instruments negatively and positively affect the risk of
non-performing loans, the existence of an inverse
relationship between the policy rate and open market
operations with non-performing loans, that is, an
increase in the policy rate and operations reduces the risk
of non-performing loans, and the existence of a direct
relationship between mandatory reserves and the official
exchange rate with non-performing loans, that is,
increases in the reserve and exchange rate increase the
risk of non-performing loans.

The research concluded with a set of recommendations,
the most important of which is to employ monetary
policy tools in a balanced and coherent manner, taking
into account the side effects of each tool on the
indicators of the banking system's safety and stability.
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Ut (3% 8 (el (8 o SV Talil) aa) 5 o Cijladll ZL i e Gl i 8 4
O 2 108 g phlaall dalle (g B e dallaial (e 2y 3 43ST (al Y (andad ) B2l e
Al ellta () LS Aplaii¥) 3 jlanll s Gl Canaa Jh 6 4l 3 jiatiall g 3l lalis
O OOV st e jlaall 5508 e yigi A4 eaedl Al aadll pes Gn dnse
(Hatim, 2015: 16) bl 5 4 )l
sl calad) T
(2024-2004) 5all 3 fiatiall (a9 &Y halda pa 43l depeal) il g2 ABS Jalas

8 jiaciall a5 5l ae Apatall dubpdl <l 5l A83e 1(1) Js2a

90704 1460 16460 6 1604537 2004

98068 1474 21063 7 2965526 2005
137337 1391 29175 16 4078106 2006
182085 1217 42680 20 1084441 2007
219439 1172 71369 15 19993802 2008
238667 1170 56992 8.83 9416761 2009
274477 1170 77171 6.25 7155093 2010
459305 1170 90798 6 7814853 2011
497870 1166 105649 6 8624023 2012
1994459 1166 117678 6 9626882 2013
2361133 1166 101978 6 10576103 2014
3079653 1182 76754 6 945122 2015
3346490 1182 59177 4.33 8707551 2016
4340568 1182 82555 4 6505171 2017
4862730 1182 99362 4 1040966 2018
4147527 1182 109976 4 9580388 2019
4450990 1304 74810 4 9193395 2020
4668546 1450 92393 4 11014941 2021
4355587 1450 83601 4 12803677 2022
4337549 1300 87997 4 18644851 2023
5247620 1300 90969 7.14 | 20886523 2024

saall galeaBY) )y Al iy sall ¢ an V) g8 sall ¢ B yall 5 S el il : jaadll
.(2024-2004)
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O 01 7.14% ) Abeadl e a5l (2024-2022) 35l g Aeadl Jlagdl s Uiy ) S
A8 SV s U coall el s i Gside (5247620) = 2024 b Ly d aly
Gl Y i Y Ao ¢ gall g Aol pma o AR ULl e lad Aualatiy) Chladatl)
ekt Al e 5 e ST OSG cile ) puall g caaizaill cdadill el LS Jie dpajA)
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2004 & i sl 16460 e Slaleall i 5l 3 (2024-2004) 3580 A Gl sl S
2004 & i O 52le 90704 (e Al (gl <l Lain 2024 & Dl O 5sle 90969 S
Apnlpaall 5 LpbaBBY) e JY) e Al 8 nS LS ae 2024 & L O sale 5247620 S
el Apallall 4L 2008 Al oy A sala saly 5 ¢y sl g5 (2009-2004) 5 JMUa
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Osl (102019 ale B Sl Gsle 109976 ) iy &5 2016 ple (B s sle
Ly 8 Aaila el il A ccillaall aa i a2 Sl 0 52ke 4668546 () 33L& < e
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Jalall i€ dpabai) 5 dpnlpnd) @l il OF e Ju lae i 1,182 ) Gapwall a
4147527 = 2021 (5 &i5,% Ol <y (2021-2017) 33all A ¢ sal) Bl (8 (s )
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ve 8 pall jau 8 (2024-2022) 32l A Y salls da giall G geall AAKE e 0 (A
A gl coall e o s 2024 (B L O sale 5247620 <l o il (K1 i 1,300
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(1988) Ll U (1o a3 ALelSia A8l i ) it (o g 5T (A Aalaiy) (b (s 2al
sl 2 (X) diiaall jaiall (Leads) ey (Lags) <)l Jis) e W L sk o
s2a 223 ¢(Batool & Akbar, 2023: 34) (1993) ¢l 55 & gi s (1992) ¢F sSibas il yida
olal) ane OGS (B 8 daals WECM s ARDL e Gl S Wled Sy 46, k)
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ik Y5 8_fiatall i g il 1
FRgA Jiise X1 INENISAENY 2
YETNS Jetise X2 W ETA| P 3
dple i X3 4a sidall (3 gudl lilac 4
43k Jiiee X4 ) Gl e 5

Gall dlae) e
i Sl Loty 5an i Led G i S0 ALY (o e ULy (PP s ol 3
Oom-oalid LA aladni)

(PP) Gsom puld sl 2(3) Jsaa

- Atlev
X1 | X2 | X3 | Y5

With Constant t-Statistic | -1.524 | -1.689 | -2.228 | -2.054 | -0.031

Prob. 0.516 | 0.433 | 0.198 | 0.264 | 0.952
no no no no no
With Constant & Trend | t-Statistic | -1.914 | -2.401 | -1.847 | -2.052 | -1.838
Prob. 0.638 | 0.376 | 0.673 | 0.564 | 0.677
no no no no no

t-Statistic | 0.532 | -0.805 | 0.290 | -0.658 | 1.857

Prob. | 0.829 | 0.364 | 0.767 | 0.429 | 0.984
no no no no no

Without Constant
& Trend

With

t-Statistic | -3.507 | -2.464 | -3.673 | -2.672 | -3.365
Prob. 0.010 | 0.128 | 0.006 | 0.084 | 0.015

** no ***k * **
With Constant & Trend | t-Statistic | -3.499 | -2.424 | -3.777 | -2.877 | -3.389
Prob. 0.046 | 0.365 | 0.023 | 0.176 | 0.060

** no ** no *

Constant

Without Constant

& Trend t-Statistic | -3.400 | -2.478 | -3.596 | -2.662 | -2.787

Prob. 0.001 | 0.014 | 0.001 | 0.008 | 0.006

**k* ** *** **k* **k*
(EViews.13) (ol slaB) zali ;e e (e dlaie Yl Calll slae ) (e -

(%1 «%5¢%10) (s sise die & gina gl e Jai (Fk) () () -
Arsina e L A I5(NO) -
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o Gl il e ) sela N (2) @) Jsaadl A (PP) Qsom ol sl il s
sie Sl & jeda A (Csasall 33 52) Y £ UL (AL Level) lad) (s siwall vie 281
At First) Js¥ @l Al ey dSle Gaid) aes aad (K1 %5 AV (5 siua
O 158 A (H) ) dpa )il J58 iny Lae [(1)] 40 e AlalSiia W3l 6l (Difference
Aia N JuSlall ) :J 55 A (HO) pasdl dnm 3 (55 J Y1 (3AN e 43Sl dia 1 JusSll
Y1 Gsodll mie Al e
DI (e o :DOLS gl (389 8 fatial) (gl b Lubil) dubpad) <l gl i) oy
hliay) 1 X1) dbiaiall asall dubud) @l gl Al @l peidl i ol (DOLS) 44,k
el e (338U G jea e 1X4 s sitall (3 sl ililee 1 X3 sl jr 1 X2 (el S
il Lo Lgie 4y Hhall 12g) il shad G Glllia ¢(Y'5) 3_siaciall (2 g jal) il
3 ffiafall (a9 il Adalaal & jidial) JalSill cpuaila g2 AN (V)

5_jixlall (i g yall Aol @l yiiiall JalSill uails o sl il (4) @B ) Jsaal)

Date: 06/27/25 Time: 18:25

Sample (adjusted): 200502 202401
Included observations: 76 after adjustments
Trend assumption: Linear deterministic trend
Series: ¥5 X1 X2 X3 X4

Lags interval (in first differences) 1to 4

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Frob.**
Maone * 0758828 160.1087 69 81889 00000
Atmost1* 0.370841 5201924 47 BRE13 0.0193
At most 2 0160332 16.80287 2979707 06546
At most 3 0.044581 38522075 15.49471 09383
At most 4 0.000738 0056088 3841466 08128

Trace test indicates 2 cointegrating eqnis) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
“*Mackinnon-Haug-Michelis (1999) p-values

Linrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Frofb. **
Mone * 0752828 108.0905 3387687 0.0000
Atmaost1* 0370841 3521627 27 58434 0.0043
At most 2 0160332 13.28080 2113162 04267
At most 3 0.044581 3.465987 14. 26460 0.8108
At most 4 0.000738 0.056088 3.841466 0.8128

Max-eigenvalue test indicates 2 cointegrating eqnis) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**Mackinnon-Haug-Michelis (1999) p~values

13 Yl Eviews gl n il 3a e e YU dalill dlae ) (e 1 juaall
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CriilalSia iliban 3 sa g e alaall Taill g YV LR 32y (4) P Jsanl) s
JalSill ania (5l 2 a5 p2ay AL panl) Ay 3 (5 Jiny Laa ¢(%5) (e il 4 gina (5 siasa 2ic
ST il JalSill Cilgaia (e 330 3 ga g0 AN (Hy) dAbaall dm 3l J 5 ¢(r=0) & jidial
s ) sl a1 AL sk 431 55 A80%e i o e oy 3 5 (r=1) Ll e
s s i) (3 gasll llee sl yran ol ) Jalia Y1) Aliisall < il 5 (5 _jiaciall
(g N G pall
:DOLS g 8 Alial) gl Lalaa i Ll
DOLS (3855 jiatiall (a g jall Aalaa i 3l (5) Jgan
Dependent Variable: Y5
Method: Dynamic Least Squares (DOLYS)
Date: 06/27/25 Time: 14:48
Sample (adjusted): 2004Q4 2023Q3
Included observations: 76 after adjustments
No cointegrating equation deterministics
Automatic leads and lags specification (lead=2 and lag=2 based on AIC
criterion, max=2)
Long-run variance estimate (Bartlett kernel, Newey-West fixed bandwidth
= 4.0000)

- Variable | Coefficient | Std. Error |

X1 0.255027 | 0.103342 | 2.467792 0.0169

X2 -0.574816 | 0.097903 | -5.871253 | 0.0000

X3 -0.029355 | 0.012081 | -2.429845 | 0.0186

X4 0.514668 | 0.140912 | 3.652405 0.0006

R-squared 0.859664 Mean dependent var 2.355400

Adjusted R-squared | 0.797592 S.D. dependent var 1.900450

S.E. of regression | 0.855009 Sum squared resid 38.01408
Long-run variance | 2.155154

13 Jlaa¥) Eviews gl p Gl jaa e alaie Wb Sl slae ) (e : juaqll
Alalaal) 385 ey (Y5) de i Je el

Y5=0.255027 X1 -0.574816 X2 -0.029355 X3 + 0.514668 X4
sl o3 Jgaad) il
(B 8L o) 38 alial ¢y saall e 5 sina g2y il el Y1 alia ) of cpiia g
Clids oy shall aall e 3aa 5 (0.25) Lt 3aliall ¢ gl gl ) ) o5 3aal 5 sas s
o) Aaliall A gadl aad 5 ) bl 500 138 (5 320 5 (20206 2madl) Al )3 (e Al o2
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S el il g Y lld g (20156 ) Al 3 aa 38153 Aaiil) 038 G Jyshall saall e
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(B snall LSS (e Jo g2l Chagy o jlaall J (e Y sall e callall gl ) dais sl lially
Dhlae e 3 3 Lo Baaa Gy B mie (e 50 wal i Clbhlia ¥l Gl i) ) elly o
Al o 8 Gyl g Al gad)

ol s ¢l Y1 lia ¥l Al i) o ) (R2) aail) Jebaa dadi i) 3
e (8 sl e (%85.9) on il (A siall (3 gl e 5 ¢ pans Sl Copuall jru
2ol 7 A s AT dalse () (%14.1) ddiall Ll 3 a3 a8 3kl o gl
Bfmiall (s g Al Alslaal ) gal) a sl JLia) DS

9
Series: Residuals
8- — Sample 2004Q4 2023Q3
; Observations 76
6 - . Mean 0.004842
Median 0.055748
5 | Maximum 1.439911
Minimum -1.397090
44 = = — Std. Dev. 0.711920
Skewness 0.044645
31 u Kurtosis 2.637524
2 | L
Jarque-Bera  0.441312
14 Probability 0.801992
0 —

-1.0 05 00 05 10 15
3 yixial \ubjﬂ\ﬁaudc;j\},d\@j;ﬂ\j.ﬁ';\@‘lﬁd;(l)d&i
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rcilpa gl Ll
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