Journal Of the Iraqgia University (73-9) July (2025)

ISSN(Print): 1813-4521 Online ISSN:2663-7502 <. ol =}
A A —~

- Journal Of the Iragia University =
e it ol e available online at: https://www.mabdaa.edu.iq IRRQI

g yual | Gt | it (i) G el i
o bl _aand dorfod! i i
roinid! daone dua] 6155 1 39Sl o bad! 3N
b pally dudlt) oglall / 3Lad@ g3yl N| dS / Juagd! daele

Measuring the impact of credit shock on the banking profitability index
Assist. Prof. Dr. Zahraa Ahmed Al-Noa’imee
Researcher: Muayad Abdul Wahid Najm Al-Salih
College of Administration and Economics University of Mosul
College of Administration and Economics University of Mosull]
zahraa_ahmed@uomosul.edu.ig(]
moavad.a.wahid@ntu.edu.igl]

phuiual
Sise o LlilSal dulas e 5 g c3hall B aaldl Coliadl e il (aag dalad) ezl pas Gald ) Gl Cangg
S Y b e Dl g AsLaiY) Aodall Cpy Aused) A0 Arpda 083 ) ey LS L AL Al Gl 56K B
Aol e Tare Gl adine Jad(EViews VY 1) lasVl el alasiol ccijladl o3 3 Lol (gt lo dareal) el
anial) Ciyena Lgia cdllall BHOU Ghall Gom o dnte duals ijlian e (e d3sSa Ao LEA) g (3hall & Akalall dialal)
O peatall Cipenns claill maldl) Capeans o Bl ol Ciyenng ¢ Bhal) oY) Ciyemag ¢ dsall )il Cayemns ¢ Ll
Jell laysal s @lldy ¢ Bhall HLd) Cayemns ¢ LD Ghall i Ciyany ety Cipany ¢ Lty Latll Joasall Ciunag
O Aol Al bl e Talael ¢ laill acagl mgially Gl il HLadl LS 4ueill ey (solaB®y) Llad) acs b
On daSe WDle e sl JISUPEDRONI jlaal il copghl LYo Yo ia YOO Y (e 55l Cijlaadd) sdgd dugiad) oLl
Slan¥l z3sail gla lagadll il el (saall 3 L)l e Tula) TaB dailiall clpuasall cjelal Ly cdumylls ALaitl) dareall
AsLaY) Aareall pladial AsSe) ) il i . el andall aisil) 3 IS Ssas at) ccpball sy A Bla V) DS e
Glubie e Sleval)l palaidl e Gijlad) o3 58 lel) an cddhall Aalill Gjlad) 8 Lol il S ) 55
Lagae L paall dially dansyl) g b Auliiadll SLUEIL 3l o] sl (S Fasiia Ailean) 7 3lal Ay (omss -Aipe sl
Al il yiga iyl Lalall Cojloaal) cdoma g Aalaiiy) Ladeall (pu Al i ymall omoll Alaity) Lodeal) abibal) LI

L) Y Sl sy eadlal

Abstract

This research aims to measure the magnitude of the credit shock and its impact on private banks in Iraq, focusing
on analyzing its implications for profitability as an important indicator of financial soundness. It also seeks to
determine the nature of the causal relationship between the credit shock and profitability, as well as to estimate
the quantitative impact of this shock on the profitability level of these banks, using the statistical program
(10EViews V.).The research community included a number of private banks operating in Iraq, and a sample of
ten private banks listed on the Iraq Stock Exchange was selected, including the United Investment Bank, Ashur
International Bank, the National Bank of Iraq, the Commercial Bank of Iraq, the Gulf Commercial Bank, and
the Mansour Investment Bank. Mosul Development and Investment Bank, Bank of Baghdad, Trans-Iraq
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Investment Bank, and the Iraqi Investment Bank, in view of their effective role in supporting economic activity
and promoting development.The research hypotheses were tested using a descriptive analytical approach,
relying on financial data extracted from the annual reports of these banks for the period from 2012 to 2020. The
results of the Pedroni cointegration test revealed an inverse relationship between credit shocks and profitability,
while the control variables showed a positive effect on profitability in the long run.The tests proved that the
statistical model was free of autocorrelation and heteroscedasticity problems, despite the presence of a defect
in the normal distribution of the residuals. The results indicate the possibility of using credit shocks as an early
warning indicator of profitability changes in Iraqi private banks. While demonstrating the ability of these banks
to absorb shocks through flexible financing policies, it is recommended that advanced statistical models be more
widely adopted to improve forecasting of future fluctuations in profitability indicators and the banking
environment in general.Keywords: credit shock, banking profitability, relationship between credit shock and
profitability, Iraqi private banks, financial soundness indicators, early warning, financial performance.
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

Prob.

t-Statistic

Std. Error

Coefficient

Variable

0.0448

2.884831

1.38E+11

11+93.98

C

0.8465

-0.206424

0.447396

-0.092354

X1

0.3333

-1.099367

0.351724

-0.386674

X2

2.78E+11

Mean dependent Var

0.278062

R-squared

1.35E+11

S.D. dependent Var

0.082908

Adjusted R-squared

54.47418

Akaike info criterion

1.41E+11

S.E. of regression

54.45100

Schwarz criterion

7.91E+22

Sum squared resid

54.18766

Hannan-Quinn critter.

0.770319

F-statistic

1.075443

Durbin-Watson stat

0.521195

Prob(F-statistic)
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ey dasall
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31822439528.3
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-33769350099.3

-33769350099.3

70798089267.4
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81732679082.8

81732679082.8

78946954311.3
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13072302720.4
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1E+11
0
-1E+11
-2E+11
-3E+11
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dlan) clada el sl 1
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020

tddl) sl Cipaa—Y
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Bpaiall jlaai) ddalea il (¥) Joss

Included observations: 7 after adjustments

Prob.

t-Statistic Std. Error

Coefficient Variable

0.7048

0.407112 1.17E+10

09+94.74 C

0.0528

2.724204 0.270024

0.735599 X1

0.3826

-0.980011 | 0.282545

-0.276897 X2

1.68E+10

Mean dependent Var

0.676147 R-squared

3.06E+10

S.D. dependent Var

0.514220 Adjusted R-squared

50.70186

Akaike info criterion

2.13E+10 S.E. of regression

50.67867

Schwarz criterion

1.82E+21 Sum squared resid

50.41534

Hannan-Quinn critter.

-174.4565 Log likelihood

2.953792

Durbin-Watson stat

4.175640 F-statistic

0.104881 Prob(F-statistic)
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23033261161.6

23033261161.6

-28098524064.0

-28098524064.0

19333729733.7

19333729733.7

2066459322 .4

2066459322.4

-9770496261.6

-9770496261.6

-1835998120.0

-1835998120.0

-4728431772.1

-4728431772.1
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

Prob. t-Statistic Std. Error Coefficient Variable
0.7885 0.286802 6.13E+10 109A1.76 C
0.1358 1.863998 0.469114 0.874427 X1
0.7569 -0.331557 0.561303 -0.186104 X2
8.70E+10 Mean dependent var 0.508801 R-squared
8.35E+10 S.D. dependent var 0.263201 Adjusted R-squared
53.12655 Akaike info criterion 7.17E+10 S.E. of regression
53.10337 Schwarz criterion 2.06E+22 Sum squared resid
52.84003 Hannan-Quinn criter. -182.9429 Log likelihood
2.306004 Durbin-Watson stat 2.071666 F-statistic
0.241277 Prob(F-statistic)
aall 3al) oY) Cipemn 2alaiiY) dodeall il il (1) Jsan(EViews V. +) gelip alasialy Gaaldl e (e Jgand) 2 jaeadl)
YoY.ooYaY

A<l ALty Al

dla ) dasal)

L) Laal

59424800855.8

59424800855.8

43265357631.4

43265357631.4

-23034493718.4

-23034493718.4

42010061189.0 42010061189.0 -
-111794703497.0 - -111794703497.0

7526405399.9 7526405399.9 -
-17397427860.7 - -17397427860.7
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L) cilaral)
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Ay P
2019 2020

(1) dota Ao iVl Gald) dae) (e JKAD :puaallY Y =Y VY Baall Alad) glh:i\ i paal Alaiiy) daral) (¢) JS&

_ :éf)!\ sl e el s 5 Al plasdl) dlalas drua o (V) doaall s e O:‘:‘:‘:‘zgjbﬂ‘ Sladll diyas —¢
CR=3.428709+0.747527CR1_1— 0.406448 CRr_,

Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020

Baiall jlaniy) Alslee ili (V) Jota

Included observations: 7 after adjustments

Prob.

t-Statistic Std. Error

Coefficient

Variable

0.4164

0.905457 3.78E+09

09AV3.42

C

0.1936

1.560875 0.478915

0.747527

X1

0.4847

-0.769152 0.528436

-0.406448

X2

5.28E+09

Mean dependent var

0.380252

R-squared

5.05SE+09

S.D. dependent var

0.070378

Adjusted R-squared

47.74793

Akaike info criterion

4.87E+09

S.E. of regression

47.72475

Schwarz criterion

9.48E+19

Sum squared resid

47.46141

Hannan-Quinn criter.

-164.1178

Log likelihood

2.267561

Durbin-Watson stat

1.227116

F-statistic

0.384088

Prob(F-statistic)

Baall Jhall (olall Coyas LulaiY) dezall Cls g3l (A) Joan(EViEws V.o +) malin pladial Galll slae] ¢ Jgaall 1 sl

A1) Alaiy) dadal)

ey daval)

Lolad) dadeall

YooY e=Y )Y

1712554071.0

1712554071.0

1938089391.5

1938089391.5

2584140390.5

2584140390.5

3661507508.8

3661507508.8

-7451678883.5

-7451678883.5

964029832.8

964029832.8

-3408642311.1

-3408642311.1
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2014 2015 2016 2017 2' 2019 2,
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

Prob. t-Statistic Std. Error | Coefficient Variable

0.7707 0.311861 6.83E+10 104 +2.13 C

0.0131 4.254005 0.294917 1.254578 X1

0.3156 -1.146265 0.366001 -0.419534 X2
2.19E+11 Mean dependent Var 0.858630 R-squared
7.57E+10 S.D. dependent Var 0.787945 Adjusted R-squared
51.68458 Akaike info criterion 3.49E+10 S.E. of regression
51.66140 Schwarz criterion 4.86E+21 Sum squared resid

YYA




Y+ Y0 dud 940 (3) ddadl (YY) bl 4l pall e bond| ddowo

51.39806 Hannan-Quinn critter. -177.8960 Log likelihood
2.363078 Durbin-Watson stat 12.14730 F-statistic
0.019985 Prob(F-statistic)
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

Prob. t-Statistic

Std. Error

Coefficient Variable

0.1829

1.609076

3.50E+10

10V +5.63

C

0.2565

1.322593

0.545873

0.721968

X1

0.5168

-0.710158

0.325077

-0.230856

X2

1.11E+11

Mean dependent Var

0.385226

R-squared

7.78E+09

S.D. dependent Var

0.077840

Adjusted R-squared

48.60485

Akaike info criterion

7.47E+09

S.E. of regression

48.58167

Schwarz criterion

2.23E+20

Sum squared resid

48.31834

Hannan-Quinn critter.

-167.1170

Log likelihood

2.067516

Durbin-Watson stat

1.253231

F-statistic

0.377946

Prob(F-statistic)
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Dependent Variable: Y
Method: Least Squares

Date: 07/06/22 Time: 08:23
Sample (adjusted): 2014 2020

Included observations: 7 after adjustments

Prob.

t-Statistic Std. Error

Coefficient

Variable

0.7919

0.282100 8.83E+10

10742.49

C

0.2459

1.358503 0.507493

0.689431

X1

0.4689

0.799194 0.479691

0.383366

X2

1.40E+11

Mean dependent var

0.480844

R-squared

3.45E+10

S.D. dependent var

0.221266

Adjusted R-squared

51.41338

Akaike info criterion

3.04E+10

S.E. of regression

51.39019

Schwarz criterion

3. 71E+21

Sum squared resid

51.12686

Hannan-Quinn criter.

-176.9468

Log likelihood

1.964696

Durbin-Watson stat

1.852407

F-statistic

0.269523

Prob(F-statistic)

dalill Jagal) cipan 4uilaify) desal) cilua il (1 £) Jgas(EViews V. ) +) malip aladials Gald) dae) e Jaad) @ juaal)

A0g)) ALy dasal)

dla ) dadall

YoYoe—YaNY SMJM‘" Yb

6445974349.70

6445974349.70

9028394352.92

9028394352.92

25733395771.65

25733395771.65

19419012288.77

19419012288.77

-49760571719.80
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-7503763085.38
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

t-Statistic Std. Error Coefficient Variable
1.334155 5.39E+10 104v7.19 C
1.093697 0.421544 0.461042 X1
-1.275955 0.421543 -0.537870 X2
Mean dependent var 0.353153 R-squared
S.D. dependent var 0.029730 Adjusted R-squared
Akaike info criterion 1.12E+11 S.E. of regression
Schwarz criterion 5.03E+22 Sum squared resid
Hannan-Quinn criter. -186.0750 Log likelihood
Durbin-Watson stat 1.091923 F-statistic
0.418410 Prob(F-statistic)

Baall 3aiy Ciyeme Ailad)) dedall Clas il (V1) oo (EViews V.3 o) galin slaiials bl sae) e Jsaall tjaadl

Prob.
0.2530
0.3355

0.2710

6.68E+10
1.14E+11
54.02142
53.99823
53.73490
1.050964
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156942451404.05
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60567044464.04
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56111674583.84

56111674583.84

-71751064943.47

-71751064943.47

-71773610377.96

-71773610377.96

-71779979371.10

-71779979371.10
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dlay) clava pad¥) sl -1
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CR=5.733610+1.023736CRr_;— 0.784653 CRr_,
Bpakall Jlasiy) ddalea @ilii (YY) Jgaa

Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments
Prob. t-Statistic Std. Error | Coefficient Variable
0.1074 2.068522 2.77E+10 10¥15.73 C
0.0299 3.302405 0.309997 1.023736 X1

0.0647 -2.529485 0.310203 -0.784653 X2

7.53E+10 Mean dependent Var 0.742043 R-squared
7.41E+10 S.D. dependent Var 0.613064 Adjusted R-squared
52.24210 Akaike info criterion 4.61E+10 S.E. of regression
52.21891 Schwarz criterion 8.49E+21 Sum squared resid
51.95558 Hannan-Quinn critter. -179.8473 Log likelihood
2.273883 Durbin-Watson stat 5.753223 F-statistic
0.066542 Prob(F-statistic)
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- - - 2012

- - - 2013
39325341299.69 39325341299.69 - 2014
5487487102.76 5487487102.76 - 2015
10641045089.11 10641045089.11 - 2016
19259842452.54 19259842452.54 - 2017
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Dependent Variable: Y
Method: Least Squares
Sample (adjusted): 2014 2020
Included observations: 7 after adjustments

Prob.

t-Statistic

Std. Error

Coefficient

Variable

0.0010

8.570192

1.89E+10

11Y11.62

C

0.3577

-1.038388

0.158773

-0.164868

X1

0.4927

-0.754155

0.129474

-0.097643

X2

1.34E+11

Mean dependent Var

0.400093

R-squared

2.04E+10

S.D. dependent Var

0.100140

Adjusted R-squared

50.51089

Akaike info criterion

1.94E+10

S.E. of regression

50.48771

Schwarz criterion

1.50E+21

Sum squared resid

50.22438

Hannan-Quinn critter.

-173.7881

Log likelihood

0.705875

Durbin-Watson stat

1.333853

F-statistic

0.359888

Prob(F-statistic)
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YOYoY )Y saall

A<l Alaiy) dasal)

3729584200.52 3729584200.52
-11251019751.18 -
-21920177141.18 -
-14003660174.67 -

8930781293.97 8930781293.97

19556612540.46 19556612540.46

14957879032.07 14957879032.07
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(Y1) Jsns e eVl il slae) (e JSAN t jaiadl Yo Yo=Y o) Y g2l 3l L) Cipenal Lalail) oseal) (1) JSa
olad) aaail il Ladl aadind tpiiall G Al dauds ol (Granger Causality Test) duuall i) jlaal Lo
R e alae¥) i il Alalie sf slaty) Aalal 38 alS 13 Lo JLESYT 138 (i 3] ectinad) ki o Al AL
39ns axc) panl i Jod o /0 a ST (PrOb) dad cul€ 1308 cdsadl slad) 3ol (F) dilas3U Laladl (prob) dilaay)
csiall G L ABe agag (Al (A Al A jdl) (g (A Al

Laally Aulaiy) ciladal) ¢ dussad) ABDal) il 1(€ 0 - ) Jgand). duandls Aulaiiy) ciladal) G dssad) ABDlad) -

Pairwise Granger Causality Tests

Null Hypothesis: Obs F-Statistic Prob.
X1 does not Granger Cause Y3 70 0.06061 0.9412
Y3 does not Granger Cause X1 0.10230 0.9029
X2 does not Granger Cause Y3 70 0.00305 0.9970
Y3 does not Granger Cause X2 0.09388 0.9105
X3 does not Granger Cause Y3 70 0.03561 0.9650
Y3 does not Granger Cause X3 42.1253 2.E-12

L Ao dsag pae Al S Ll mil <okl (EViews V.Y 1) maliy Gilajia o sldieYl Galdl das) ¢ :Jgaal)
el ) uially (asmsall s G 2l ASLD Ga o Sl cAala) deseall) iied) il Gn clady) US4
L) derall Lo & ual) o) @l g 0 (e ST (F) LY Laliadl (prob) ddlaay) ded cul€ dus oY) daayl) 535
(Y) ol Baga (B un Gigas ) ai Y (XT)
Gnll jdse o Anlady) derall f i 3 PANEL ARDL  Cuglul alaie) s duag )l Ao dailaify) daseal) j57 jpaii- )
Oe Ao gena eha) i celly aSh oYy Al @hlaa¥) 8 el deagl) & S ) dyg daia Ghe e @il Ciagy @l
sl LS gl Ampiiinl) o laay)
LY Al e ol m3gaill gla e gaaill HLEAY) 1as a2inu) :Serial Correlation LM Test ilal) Jal ) AU<ia s -
A BLa N AlSha LA il (e ¥-F) ot 1l LS ellyg ¢ ol b S

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.887644 Prob. F(2,81) 0.0615

Obs*R-squared 5.923352 Prob. Chi-Square (2) 0.0517
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Heteroskedasticity Test: ARCH

F-statistic 0.194276 Prob. F(1,86) 0.6605

Obs*R-squared 0.198346 Prob. Chi-Square (1) 0.6561

plaaiul ol jlas Lol il (06-F) Jeaall (ayms (EViews V.3 +) malin clajia Ao aldie¥lh &alid) dlae) a1 gaal)
S s (70) e Slel a5 ¢(Prob=0.6605) &dlas) (s5iese Jilis (F-statistic) dad of il (3 Cus (ARCH ladl
by cAdlpdial) Cilial) (ol B S dsmg ades 2 S paall B Jol w cddles L oalil Ll A e Sl Yz 3sall
ARDL 73503 g3l 8835 ddlacas (o JLosY] 130 35e0 ccllig LAIKA 38 35ag o pal Al Abad) dun il
zasall G sl a5 (530 (e @l HLEAY) e aadn ) :Histogram-Normality Test g.a,s,uhl\ s PG PR INEY -z
t b e miage 9 LS Bloll el ajgill e A (e g igail) sl (pe B @llyg ¢ mndall ajsills aial)

Series: Residuals
Sample 2012 2020
Observations 80

Mean 4.74e-06
Median 0.018008
Maximum 929.2261
Minimum -467.162

Std. Dev. 134.9489
Skewness 3.482208
Kurtosis 32.09683

Jarque-Bera  2983.761
- - Probability 0.000000

——
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Dependent Variable: D(Y3)
Method: ARDL
Date: 07/16/22 Time: 20:03
Sample: 2013 2020
Included observations: 80
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): X1 X2 X3
Fixed regressors: C
Number of models evalulated: 1
Selected Model: ARDL(1,1,1,1)

Note: final equation sample is larger than selection sample
Variable Coefficient H Std. Error t-Statistic Prob.*
Long Run Equation
X1 -2.08E-05 5.28E-06 3.940176 0.0003
X2 0.000334 0.000128 -2.609748 0.0130
X3 0.001805 0.006683 0.270138 0.7886
Short Run Equation
COINTEQO1 -0.259020 0.131383 -1.971483 0.0 .Y
D(X1) -9.178432 9.182008 0.999611 0.0240
D(X2) 4.534869 4.409950 1.028327 0.3105
D(X3) 0.439563 0.348897 1.259864 0.2156
C 1.658852 0.625208 2.653282 0.0117
Mean dependent Var -1.783467 S.D. dependent Var 17829.56
S.E. of regression 197.1887 Akaike info criterion 3.567740
Sum squared resid 1438685. Schwarz criterion 5.039851
Log likelihood -107.5483 Hannan-Quinn critter. 4.161382

*Note: p-values and any subsequent tests do not account for model

selection.

(EViews V.\ +) zalin clada Ao slaisYl Galdl dae) ¢ 1 gaal)
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Pedroni Residual Cointegration Test
Series: Y3 X1 X2 X3
Date: 07/18/22 Time: 09:11
Sample: 2012 2020
Included observations: 90
Cross-sections included: 10
Null Hypothesis: No cointegration
Trend assumption: Deterministic intercept and trend
User-specified lag length: 1
Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)
Weighted
Statistic Prob. Statistic Prob.
Panel v-Statistic -4.422896 1.0000 -2.773675 0.9972
Panel rho-Statistic 4.247603 1.0000 3.452049 0.9997
Panel PP-Statistic -0.174975 0.4305 -3.215981 0.0006
Panel ADF-Statistic 0.935992 0.8254 -1.622165 0.0¢24

Alternative hypothesis: individual AR coefs. (between-dimension)

H Statistic Prob.

Group rho-Statistic 4.177361 1.0000
Group PP-Statistic -4.424794 0.0000

Group ADF-Statistic -1.724678 0.0423
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