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Analyze and Measure the Extent of the Ability of Total Stress
Tests to Predict Banking Stability in Iraq
Abstract

This research aims to test the impact of macroeconomic variables on banking
stability by analyzing some macroeconomics in the Iragi economy and to know the
ability of the banking system to respond to shocks that occur in the macroeconomic
environment by highlighting the role of applying macro stress tests as an early
warning tool to achieve banking stability towards shocks The real sector in the
Iragi economy.

The results of the study showed that there is an inverse and moral
relationship between the exchange rate, inflation and the banking stability index,
and the existence of a direct and moral relationship between economic growth and
the banking stability index according to the logic of economic theory. The results
of the study also showed that there is a weak relationship between the two
variables, public spending, the interest rate and the banking stability index,
according to the logic of economic theory. And the failure of the unemployment
variable to affect the banking stability index according to the logic of economic
theory, as the scenarios of banking stress tests showed the capital strength of the
banking system to respond to the shocks that occur in the real sector and this
indicates the strength of the financial position of the banking system in Irag in
addressing the risks that arise in the economic environment total.

The study also recommended the development and unification of the
technique of total and partial stress tests as well by the Central Bank of Iraq to
identify and diagnose the expected risks in the real sector by relying on academic
cadres of statisticians and programmers for the purpose of accessing a special
program for stress tests.

Key words: Banking Stability, Economic Variables, Stress Tests.
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o) 5 iana Ao Ggm - (el LR alARTl Al ) ) el Bas gl Jda LA il (1) Jgaad)
ale oladl g el Gy g0 ale olad) $ i i iial
Non Trend and intercept Intercept i
0.289127 -3.288849 -1.869485 Juall il 4
0.7632 0.0868 0.3416 Prob
-4.943710 -5.471196 -5.640871 Aoyl Jara
0.0000 0.0005 0.0001 Prob
-5.695313 -6.246881 -5.702308 LBl gaill
0.0000 0.0001 0.0000 Prob
-4.899562 -5.412059 -5.374766 sailall Jaza
0.0000 0.0006 0.0001 Prob
-6.274277 -8.739488 -7.053036 pdaill Jaea
0.0000 0.0000 0.0000 Prob
-5.231134 -5.308238 -5.626353 o pall e Jaee
0.0000 0.0008 0.0001 Prob
-6.907870 -11.66447 -9.908093 oSall 3 Jaea
0.00000 0.00000 0.00000 Prob
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ple oladly i (g ple olail g il b -
Non Trend and intercept Intercept i
-8.633113 -9.104391 -8.622602 Juall Gl 4
0.00000 0.0000 0.00000 Prob
EVIEWS 10.0 @ jis e aldie YU lialdl sle) (o Jsaall 2 jlaal)
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Breusch-Godfrey Serial Correlation LM ki) gl (5) Jgaad)
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.266916 Prob. F(2,12) 0.3168
Obs*R-squared 5230209 Prob. Chi-Square(2) 0.0732
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pre A 5 LY Breusch-Pagan-Godfrey sl gl Juall Jsaall s
ol

Breusch-Pagan-Godfrey JLid) gl (6) Jgaad)
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0371345 Prob. F(15,14) 0.9666
Obs*R-squared 8.538779 Prob. Chi-Square(15) 0.9004
Scaled explained SS 2370017  Prob. Chi-Square(15) 0.9999
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JaY) Ay gla A8l ilii (7) Jgaad)

Levels Equation
Case 2: Restricted Constant and Mo Trend

Variable Coefficient  5Std. Error t-Statistic Prob.
EX -0.059940 0.025707 -2.331659 0.0352
EXPE 0.000760 0.000469 1.620678 01274
GDP 0.020937 0.007499 2.792019 0.0144
INF -0.059872 0.024555  -2.438285 0.0287
INT 0.089603 0.032800 2731764 0.0162
UN 0.038291 0.014515 2638001 0.0195
C 0.041024 0.0340486 1.204959 0.2482

EC = D(BC) - (-0.0599*EX + 0.0008*EXPE + 0.0209*GDP -0.0599%INF +
0.08967INT + 0.0383*UN + 0.0410 )
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