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Abstract

This research aims to identify the theoretical and intellectual aspects and test the impact
of financial stability indicators and their role in reducing the decline in banking capital
adequacy. Therefore, the main research question will be about the existence of a
significant significance of stability determinants on the capital adequacy of the banks in
the study sample. Through a main hypothesis stating: The existence of a significant
impact of the independent variable (financial stability determinants) on the dependent
variable (capital adequacy index), which was tested in a sample of private Iraqi
commercial banks represented by (the National Bank of Irag, Bank of Baghdad, Gulf
Bank, Ashur International Bank, and Middle East Bank). To prove or refute the
aforementioned hypotheses, and to address the main research question, the descriptive
approach was followed in presenting the concepts and information specific to the field
of study, and adopting the standard approach represented by a proposed model and
analyzing the panel data methodology by measuring the determinants of financial
stability and their impact on capital adequacy in a sample of private Iragi banks. Then,
the results were drawn. The research results proved the validity of the hypothesis, while
the research recommended the necessity of enhancing transparency and financial
disclosure, and developing analytical tools to monitor financial stability indicators
periodically.

Keywords: Financial stability, bank capital adequacy, Iragi banking sector.
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Capital adequacy = f (Economic growth rate, Real Interest rate, Inflation rate, Exchange rate)
Non-performing loans = f (Economic growth rate, Real Interest rate, Inflation rate, Exchange rate)
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Dependent Variable: Y1
Method: Panel Least Squares
Date: 07/18/25 Time: 18:41

Sample: 2010 2023
Periods included: 14

Cross-sections included: 5
Total panel (balanced) observations: 70
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Variable Coefficient Std. Error t-Statistic Prob.

C 0.252839 0.973837 8.259631 0.0360
X1 0.553185 0.025983 7.122587 0.0202
X2 0.399260 29.52728 5.148990 0.0020
X3 -0.617135 3.519277 -7.363308 0.0211
X4 0.000679 0.000867 5.783808 0.0436
Root MSE 0.512080 R-squared 0.891131
Mean dependent var 0.941722 Adjusted R-squared 0.885201
S.D. dependent var 0.541018 S.E. of regression 0.531410
Akaike info criterion 1.642185 Sum squared resid 18.35580
Schwarz criterion 1.802792 Log likelihood -52.47647
Hannan-Quinn criter. 1.705980 F-statistic 22.629364
Durbin-Watson stat 1.996392 Prob(F-statistic) 0.001774

EViews 13 gl cla da ) aliiu) Lald) e
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Dependent Variable: Y1
Method: Panel Least Squares
Date: 07/18/25 Time: 18:48

Sample: 2010 2023
Periods included: 14

Cross-sections included: 5

Total panel (balanced) observations: 70

Variable Coefficient Std. Error t-Statistic Prob.
C 0.252839 0.889231 5.284334 0.0071
X1 0.003185 0.023725 11.134250 0.0136
X2 4.399260 26.96198 6.163165 0.0209
X3 -8.317135 3.213526 -8.588165 0.0120
X4 0.000679 0.000791 5.858383 0.0340
Effects Specification
Cross-section fixed (dummy variables)
Root MSE 0.052975 R-squared 0.988828
Mean dependent var 0.141722 Adjusted R-squared 0.975560
S.D. dependent var 0.041018 S.E. of regression 0.485242
Akaike info criterion 1511183 Sum squared resid 10.36305
Schwarz criterion 1.800276 Log likelihood -11.89142
Hannan-Quinn criter. 1.626014 F-statistic 33.09674
Durbin-Watson stat 2.027780 Prob(F-statistic) 0.005357

EViews 13 gl cila jia ) 1aliia) dalyd) alae)
Baall A yal) die i jlaall Alall ) &5 A ¢ piall g Juall (il AUS e Gy Bl als (7) Jgaa
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Dependent Variable: Y1

Method: Panel EGLS (Cross-section random effects)
Date: 07/18/25 Time: 18:55

Sample: 2010 2023
Periods included: 14

Cross-sections included: 5

Total panel (balanced) observations: 70
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.252839 0.895337 6.282395 0.0485
X1 0.003185 0.023725 9.134250 0.0036
X2 4.399260 26.96198 10.163165 0.0109
X3 -8.317135 3.213526 -8.588165 0.0119
X4 0.000679 0.000791 9.858383 0.0238
Effects Specification
S.D. Rho
Cross-section random 0.033411 0.0879
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ldiosyncratic random 0.085242 0.1121

Weighted Statistics

Root MSE 0.067591 R-squared 0.107347
Mean dependent var 0.057377 Adjusted R-squared 0.092415
S.D. dependent var 0.098482 S.E. of regression 0.485242
Sum squared resid 7.30489 F-statistic 1.954166
Durbin-Watson stat 0.955147 Prob(F-statistic) 0.012024

Unweighted Statistics

R-squared 0.391131 Mean dependent var 0.941722
Sum squared resid 18.35580 Durbin-Watson stat 0.796392

EViews 13 gl cla da ) aliiu) Lald) Jac)
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Redundant Fixed Effects Tests

Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 4.239318 (4,61) 0.0043
Cross-section Chi-square 17.170092 4 0.0018

EViews 13 G.AU),a Gl ha ui\ 1Al 5\."\;\..\!\ das )
(Al RS A il ptiiall g Jual) Gl e (o ABad) il (i Alaliall (Hausman ) JLE8) (9) Jsaa
(2023-2010) Eﬁiﬂ MUAS\ Ale dJL.AA.U
Correlated Random Effects - Hausman Test

Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 161.826299 4 0.0000
EViews 13 gl cila jia ) 1aliiu) dalyd) alae)
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