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The impact of financial safety indicators on the money supply for the period 2016-
2022, the Iragi economy, a case study
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Abstract:-

Financial safety indicators are important tools for the banking
sector to monitor the financial situation and hedge against crises,
and they have a role in dealing with crises if they occur. The
research focused on explaining the concepts of financial safety
indicators, the work of each of them, and their importance. The
concept of money supply and its developments in the Iraqi
economy was also explained, as well as the developments of
financial safety indicators for the sector. The Iragi banking sector.
This research was conducted on the Iragi banking sector for the
period 2016-2022, and quarterly series were used in the research
study, The inductive and deductive approach was adopted, which
relies on statistical analysis to demonstrate the impact of financial
safety indicators on the money supply, and data taken from the
Central Bank of Iraqg was relied upon. The research ultimately
reached a set of conclusions, including an increase in the

percentage of bad debts, which indicates the banks’
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lack of commitment to granting credit. It was also found that there
Is an impact of financial soundness indicators on the money
supply, and the largest impact was on the ratio of overdue debts to
total debts, as well as the ratio of liquid assets to total deposits.
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At Level
M ROE IAQ CA LR
ith Constant t-Statistic 4.4172 -1.9130 -1.7395 -2.3536 -0.1388
Prob. 1.0000 0.3217 0.4010 0.1637 0.9351
n0 n0 n0 n0 N0
ith Constant & Trend t-Statistic 0.3553 -2.4003 -2.4952 -1.8926 -2.3808
Prob. 0.9979 0.3711 0.3275 0.6305 0.3804
no no no no no
ithout Constant & Trend t-Statistic 6.2133 0.0996 1.2250 -0.2489 1.2502
Prob. 1.0000 0.7059 0.9395 0.5871 0.9421
no n0 n0 no no
At First Difference
d(M) d(ROE) d(AQ) d(CA) d(LR)
ith Constant t-Statistic -1.5058 -6.0526 -4.2045 -5.3172 -5.1092
Prob. 0.5149 0.0000 0.0031 0.0002 0.0003
no Py Py Fer Py
ith Constant & Trend t-Statistic -3.5579 -6.0214 -4.5355 -6.1128 -5.2438
Prob. 0.0538 0.0002 0.0082 0.0002 0.0013
& Py Py Fer Py
ithout Constant & Trend t-Statistic -0.3622 -6.0390 -4.0046 -5.4153 -4.8600
Prob. 0.5443 0.0000 0.0003 0.0000 0.0000
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Notes:
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Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.2010 69.81889 61.17586 0.576666 None
0.2672 47.85613 38.82644 0.530903 At most 1
0.4825 29.79707 19.14584 0.370034 At most 2
0.5624 15.49471 7.131497 0.198975 At most 3
0.2430 3.841465 1.363049 0.051074 At most 4

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
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0.5806 33.87687 22.34942 0.576666 None

0.3636 27.58434 19.68060 0.530903 At most 1
0.5463 21.13162 12.01434 0.370034 At most 2
0.6431 14.26460 5.768448 0.198975 At most 3
0.2430 3.841465 1.363049 0.051074 At most 4
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Null Hypothesis: Obs F-Statistic Prob.

LR does not Granger Cause M 27 9.92294 0.0043
M does not Granger Cause LR 1.71825 0.2023
AQ does not Granger Cause M 27 10.9570 0.0029
M does not Granger Cause AQ 2.67159 0.1152
ROE does not Granger Cause M 27 3.88671 0.0603
M does not Granger Cause ROE 0.01173 0.9147
CA does not Granger Cause M 27 0.11424 0.7383
M does not Granger Cause CA 0.00659 0.9360
AQ does not Granger Cause LR 27 4.43215 0.0459
LR does not Granger Cause AQ 0.63130 0.4347
ROE does not Granger Cause LR 27 0.18609 0.6700
LR does not Granger Cause ROE 5.36233 0.0294
CA does not Granger Cause LR 27 0.21175 0.6495
LR does not Granger Cause CA 2.91639 0.1006
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ROE does not Granger Cause AQ 27 1.03969 0.3181

AQ does not Granger Cause ROE 0.44968 0.5089
CA does not Granger Cause AQ 27 0.25391 0.6189
AQ does not Granger Cause CA 0.12721 0.7245
CA does not Granger Cause ROE 27 0.39373 0.5363
ROE does not Granger Cause CA 2.32901 0.1401
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S sial VAR zasall Jilad ol jal J - VAR 33 laai¥l 73 pail il Jalas 1A
2l S LAY el jal dany o dsal 1) Bl oUa¥l ane 200 & jaa ciny z3salY]
Juras (AIC) b8! Jums o sLeio Wl Bl elad¥) se 3 2 3 () Jpanll b LS
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VAR zigal¥ slad) ade 23e (1) gaal)

HQ sC AIC FPE LR LogL Lag

25.16356 25.33583 25.09389 54431.46 NA -321.2206 0
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22.57934* 23.61297* 22.16132* 3023.761* 97.11307* -258.0971 1
23.22816 25.12315 22.46179 5197.709 24.33906 -237.0033 2

*indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error
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Inverse Roots of AR Characteristic Polynomial

1.5
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CA ROE AQ LR M

0.178173 -0.153393 -0.125960 -0.708554 -0.152994 M(-1)
(0.75229) (0.14236) (0.09114) (0.23821) (0.21284)

[ 0.23684] [-1.07749] [-1.38199] [-2.97443) [-0.71881]

-0.671954 0.174290 -0.044948 0.820031 0.109462 LR(-1)
(0.40461) (0.07657) (0.04902) (0.12812) (0.11448)

[-1.66074] [ 2.27629] [-0.91693] [ 6.40042] [ 0.95620]

0.858850 0.028573 0.972051 1.079171 0.703150 AQ(-1)
(0.94630) (0.17907) (0.11465) (0.29965) (0.26773)

[0.90759] [ 0.15956] [ 8.47852] [ 3.60147] [ 2.62630]

-1.003764 0.441949 0.171797 -0.248906 0.331159 ROE(-1)
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(0.98033) (0.18552) (0.11877) (0.31043) (0.27736)
[-1.02390] [ 2.38227] [ 1.44644] [-0.80182] [ 1.19395]
0.613848 -0.038709 0.003142 -0.113755 -0.067304 CA(-1)
(0.16832) (0.03185) (0.02039) (0.05330) (0.04762)
[ 3.64685] [-1.21525] [ 0.15406] [-2.13424] [-1.41327]
49.14870 -4.311098 2.355811 2.178307 -13.27447 C
(17.8769) (3.38298) (2.16588) (5.66076) (5.05787)
[ 2.74929] [-1.27435] [ 1.08769] [ 0.38481] [-2.62452]
0.651137 0.537008 0.900871 0.865357 0.561447 R-squared
0.568074 0.426772 0.877268 0.833299 0.457030 Adj. R-squared
1035.428 37.07945 15.19858 103.8211 82.88401 Sum sq. resids
7.021830 1.328792 0.850730 2.223479 1.986670 S.E. equation
7.839110 4.871439 38.16890 26.99356 5.376955 F-statistic
-87.54224 -42.59389 -30.55377 -56.49357 -53.45301 Log likelihood
6.929055 3.599548 2.707687 4.629154 4.403927 Akaike AIC
7.217019 3.887511 2.995650 4917117 4.691891 Schwarz SC
49.44815 6.522222 16.68148 57.23704 2.857929 Mean dependent
10.68429 1.755066 2.428364 5.445827 2.696111 S.D. dependent
1118.129 Determinant resid covariance (dof adj.)
318.2509 Determinant resid covariance
-269.3550 Log likelihood
22.17445 Akaike information criterion
23.61427 Schwarz criterion
30 Number of coefficients
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Response  of

M:
CA ROE AQ LR M Period
0.000000 0.000000 0.000000 0.000000 1.986670 1
-0.456342 0.472446 0.586141 0.272202 -0.190488 2
-0.366672 0.367306 0.539386 0.335809 -0.308343 3
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-0.296282 0.253347 0.503042 0.331789 -0.309934 4
-0.237249 0.177377 0.478132 0.286592 -0.286174 5
-0.183068 0.135747 0.453648 0.222951 -0.253076 6
-0.133925 0.116217 0.424879 0.156839 -0.217811 7
-0.091322 0.108063 0.391119 0.097315 -0.183874 8
-0.056177 0.104232 0.353577 0.048349 -0.152857 9
-0.028534 0.100889 0.314100 0.010756 -0.125370 10
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Variance Decomposition of M:

CA ROE AQ LR M S.E. Period
0.000000 0.000000 0.000000 0.000000 100.0000 1.986670 1
4.309549 4.619078 7.109759 1.533317 82.42830 2.198238 2
6.119156 6.394531 11.32954 3.336578 72.82020 2.366515 3
6.930305 6.798673 14.28869 4.780534 67.20180 2.492300 4
7.273922 6.780778 16.67916 5.664729 63.60141 2.586880 5
7.365831 6.685035 18.71548 6.070522 61.16313 2.657713 6
7.325229 6.610459 20.44900 6.170662 59.44465 2.710617 7
7.226036 6.575834 21.88677 6.119429 58.19193 2.750221 8
7.112840 6.576239 23.03785 6.019235 57.25384 2.780010 9
7.009563 6.600767 23.92594 5.924536 56.53920 2.802488 10
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