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The effect of the exchange rate on the financing gap
An applied study on the Iraqi banking sector for the period (2004-2021)

Abstract
The study aimed to analyze the nature and mechanism of the impact of

the exchange rate on the financing gap, to identify its risks, and to determine
its effects in determining its levels. To achieve this, the researcher collected
the necessary data on the Iragi banking sector and the exchange rate for the
period from (2004-2021), depending on the simple linear regression model
of the studied variables, the results revealed the vital and effective role
played by the exchange rate in the Iraqi economy and the financing gap after
the banking sector, one of the most important sectors of the Iragi economy,
by proving its moral effect in the three models (deposits, credit, the gap),
where the price of The exchange in pushing the financing gap indicators of
the lIraqi banking sector and all models downward, given the relative
stability of the Iraqgi dinar exchange rate thanks to the currency auction
during the study period, which weakened the extent of the impact of its
movements on credit developments, which resulted in reducing the
financing gap.

Keywords: Bank Financing Gap, Exchange Rate Fluctuations, Credit, Deposits.
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DEP = F {EXC} (1)
CRI = F {EXC} (2)
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Level First Difference

Variables None Intercept 'Il'rend i None Intercept UTEGE! £l

ntercept Intercept

CRI Prob. 4.2196924 | -2.704134 | -0.780995 -15.43170 | -16.96226 | -17.52645
1.0000 0.0749 0.9648 0.0000 0.0000 0.0000

DEP Prob. 4.932592 -5.396709 | -3.379881 | -12.615767 | -13.99313 | -15.09229
1.0000 0.0000 0.0568 0.0000 0.0000 0.0000

GAP Prob. 2.834176 -2.354616 | -4.727173 -5.058545 | -4.856057 | -5.058545
0.9989 0.1561 0.0008 0.0002 0.0001 0.0002

EXC Prob. 0.261990 -1.403789 | -1.020917 -9.699858 | -9.679138 | -9.776097
0.7612 0.5800 0.9378 0.0000 0.0000 0.0000
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Dependent Variable: LOGDEP
Method: Least Squares
Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGEXC -5.707318 0.538063 -10.60715 0.0000
C 25.33104 1.670852 15.16055 0.0000
R-Squared 0.344587 F-Statistic 112.5117
Adjusted R-Squared 0.341524 Prob. (F-Statistic) 0.000000
Durbin-Watson stat 0.017754
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Dependent Variable: LOGCRI
Method: Least Squares
Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGEXC -8.230192 1.010665 -8.143340 0.0000
C 32.65789 3.138428 10.40581 0.0000
R-Squared 0.236570 F-Statistic 66.31399
Adjusted R-Squared 0.233003 Prob. (F-Statistic) 0.000000
Durbin-Watson stat 0.010999
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Dependent Variable: LOGGAP
Method: Least Squares

Sample: 2004M01 2021M12
Included observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
LOGEXC -3.230676 0.558002 -5.789722 0.0000
C 17.12357 1.732768 9.882209 0.0000
R-Squared 0.135426 F-Statistic 33.52089
Adjusted R-Squared 0.131386 Prob. (F-Statistic) 0.000000
Durbin-Watson stat 0.005587
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