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Effect of LTDR, MFR, VAR on the ROD of the Commercial Bank of Baghdad for the period 2010-
2020
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Abstract :

This research aims to study the effect of banking risk indicators
represented by (LTDR, MFR, VAR) on the banking profitability index
represented by (ROD) for the Commercial Bank of Baghdad for the
period between 2010 and 2020. The data was mainly collected from the
final accounts and financial statements of the study sample bank. The
dependent variable represented in banking profitability was measured
using the rate of return on deposits (ROD), while the independent
variables represented in credit risk, liquidity risk and market risk were
measured using the loan-to-deposit ratio (LTDR), cash balance ratio
(MFR), value at risk (VAR) on the respectively, as it is considered the
most influential at the level of the Iragi banking system. For the purpose
of data analysis, the Toda-Yamamoto causal model was used to test
the relationship between the independent variables and the dependent
variable, by relying on the statistical program EViews12 to analyze the
data. It is not significant, that is, it does not cause the independent

variable for the banks of the study sample, that is,
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it does not cause or affect the profitability of the study sample bank, as
shown by Toda Yamamoto's causal test. This is due to the

backwardness of the banking system in Iraqg.
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Date: 07/05/22 Time: 00:28
Sample (adjusted): 20100Q4
202001
Included observations: 38 after adjustments
Trend assumption: Linear deterministic trend
Series: VAR ROD MFR LTDR
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesiz
0.05 Trace ed
Critical No. of

Prob.** Value Statistic  Eigenvalue CE(S)

0.0072 47.85613 55.98971 0.558400 None *

0.1639 29.79707 24.93037 0.340897 At most1
0.3572 15.49471 9.089129 0.154176 At most 2
0.0987 3.841466 2.726241 0.069230 At most 3

Trace test indicates 1 cointegrating eqn(s) at the 0.05
level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum

Eigenvalue)

Hypothesiz
0.05 Max-Eigen ed
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Critical No. of
Prob.** Value Statistic  Eigenvalue CE(S)

0.0171 27.58434 31.05934 0.558400 None *

0.2343 21.13162 15.84124 0.340897 Atmost1
0.5671 14.26460 6.362889 0.154176 At most 2
0.0987 3.841466 2.726241 0.069230 At most 3

Max-eigenvalue test indicates 1 cointegrating eqn(s) at
the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values
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VAR Lag Order Selection

Criteria
Endogenous variables: VAR ROD
MFR LTDR
Exogenous variables: C
Date: 07/05/22 Time:
00:30

Sample: 2010Q1 2020Q4

Included observations: 37

HQ sC AIC FPE LR LogL Lag

38.83862 38.95137 38.77722 8.14e+11 NA -713.37850
29.76765 30.33143 29.46066 7372178 325.8054-525.02231
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8
27.6506 28.6654 27.0980 7176487 90.3700

o* 1* 3* N Sk -465.31352
1122006
28.25782 29.72365 27.45966 2 12.07766 -456.0036 3

* indicates lag order selected by the
criterion
LR: sequential modified LR test statistic (each
test at 5% level)
FPE: Final prediction error
AIC: Akaike information
criterion
SC: Schwarz information
criterion
HQ: Hannan-Quinn information
criterion
fpmpa il ol LAY ;g

Ui o gsing ¥ bl zasalll o) Baadl (¥) Jsaadl O (e 0 LM L) )
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VEC Residual Serial Correlation LM Tests

Null Hypothesis: no serial correlation at lag

order h

Date: 07/05/22 Time: 00:32

Sample: 2010Q1 2020Q4

Included observations: 37
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Prob LM-Stat Lags

0.0758 24.674301
0.8422 10.44827 2
0.5844 14.19256 3

Probs from chi-square with 16 df.
o ooldl) zdgail)l I Jaa3 (£) Jsaall A e ool uailad Gl axe LEd) Y
@B (0 A) Dl e (Plvalue) ded o) Sl o) Guilad @il are A
(100) Ge By
(Heteroskedasticity) Jkis) (€) Jsas
VEC Residual Heteroskedasticity Tests: No Cross Terms
(only levels and squares)
Date: 07/05/22 Time: 00:32
Sample: 2010Q1 2020Q4

Included observations: 37

Joint test:

Prob. df Chi-sq

0870 180 168.2684

Individual components:

Depende
Prob. Chi-sq(18)Prob. F(18,18) R-squarednt

0.1025  25.88220 0.0407  2.327997 0.699519 resl*resl
0.1670  23.64556 0.1175 1.770613 0.639069 res2*res2
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0.4007
0.5696
0.2143
0.1630
0.3796
0.1769
0.1533
0.3684

18.85744 0.4678
16.32953 0.6889
22.41089 0.1855
23.76287 0.1121
19.19988 0.4371
23.36704 0.1312
24.05399 0.0992
19.38693 0.4205

1.039404 0.509661 res3*res3
0.789993 0.441339 res4*res4
1.536138 0.605700 res2*resl
1.795167 0.642240 res3*resl
1.078637 0.518916 res3*res2
1.714011 0.631542 res4*resl
1.858024 0.650108 res4*res?2
1.100713 0.523971 res4*res3
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Inverse Roots of AR Characteristic Polynomial
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VEC Granger Causality/Block
Exogeneity Wald Tests
Date: 07/05/22 Time: 00:34
Sample: 2010Q1 2020Q4

Included observations: 37

Dependent variable: D(VAR)

Prob. df Chi-sq Excluded

0.3655 2 2.013213 D(ROD)

EA



0.0437 2 6.261104 D(MFR)
0.0800 2 5.051747 D(LTDR)

0.0668 6 11.78881 All

Dependent variable: D(ROD)

Prob. df Chi-sq Excluded
0.3963 2 1.850916 D(VAR)
0.0920 2 11.46265 D(MFR)
0.0614 2 5.582150 D(LTDR)
0.0166 6 15.50964 All

Dependent variable: D(MFR)

Prob. df Chi-sq Excluded
0.8651 2 0.289746 D(VAR)
0.3078 2 2.356392 D(ROD)
0.3787 2 1.941955 D(LTDR)
0.4077 6 6.139550 All

Dependent variable: D(LTDR)

Prob. df Chi-sq Excluded
0.4573 2 1.564772 D(VAR)
0.2152 2 3.072063 D(ROD)
0.9706 2 0.059709 D(MFR)
0.7080 6 3.768088 All
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