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Abstract:

This research aims to measure the impact of liquidity indicators on profitability indicators in banks
using the Autoregressive Distributed Lag (ARDL) model. The study relies on an analysis of time-series
data derived from banks' financial reports over a specific period to determine the dynamic relationship
between liquidity and profitability. By applying the ARDL model, a distinction was made between the
short- and long-term effects of liquidity indicators on profitability performance, revealing a statistically
significant relationship between them. The results highlight the importance of strategic liquidity
management to achieve sustainable profitability and provide recommendations for decision-makers to
improve financial performance stability and reduce risks in light of economic fluctuations. This study
constitutes a scientific addition that enriches the research library in the field of financial management and
contributes to a deeper understanding of the interactions between vital financial variables in the banking
sector. The eviews12 program was used to measure the impact, and a set of conclusions were reached, the
most important of which was that the results of the statistical analysis showed a significant impact of the
asset quality indicator on the cash credit variable, while the remaining soundness indicators did not show
an impact on cash credit.

Keywords: ARDL model, Profitability Index, Liquidity Index.
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Level
LIA LID ROA
With Constant E | -Le141 | 17583 | -0.3018
Statistic
Prob. 0.4647 0.3940 0.9142
n( n( n(
With Constant & Trend | L0.8952 | -1.6253 | -1.5427
Statistic
Prob. 0.9450 0.7616 0.7936
n( n( n(
Without Constant & t-
Trend Statistic 0.2010 -0.1070 1.2372
Prob. 0.7385 0.6396 0.9416
n( n( n(
At First Difference
d(LIA) d(LID) d(ROA)
With Constant t? . -6.5084 -6.4840 -9.3093
Statistic
Prob. 0.0000 0.0000 0.0000
feek wekk dekk
With Constant & Trend t? . -6.9192 -6.5503 -9.3162
Statistic
Prob. 0.0000 0.0000 0.0000
feek wekk dekk
Without Constant & t-
Trend Statistic -6.5434 -6.5878 -9.0630
Prob. 0.0000 0.0000 0.0000
feek ek ek
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Variable Coefficient Std. Error t-Statistic Prob.*

ROA(-1) 0.450587 0.164646 2.736694 0.0110

ROA(-2) 0.474858 0.190756 2.489350 0.0195

LIA 0.022295 0.026638 0.836950 0.4102

LIA(-1) -0.038041 0.026601 -1.430052 0.1646

LID -0.018819 0.023272 -0.808658 0.4260

LID(-1) 0.050217 0.023130 2.171055 0.0392

C -0.994109 0.587309 -1.692650 0.1025
R-squared 0.719914 Mean dependent var 1.106061
Adjusted R-squared 0.655279 S.D. dependent var 0.409984
S.E. of regression 0.240714 Akaike info criterion 0.175417
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Sum squared resid 1.506524 Schwarz criterion 0.492858

Log likelihood 4.105617 Hannan-Quinn criter. 0.282226

F-statistic 11.13809 Durbin-Watson stat 1.938443
Prob(F-statistic) 0.000004
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oliall pUay) <l i LSS il (1) Jakada
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 1.421021 10% 2.63 3.35
K 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5

Actual Sample Size 33 letleFS;‘;lplei
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10% 2.845 3.623
5% 3.478 4.335
1% 4.948 6.028

Finite Sample:
n=30

10% 2915 3.695
5% 3.538 4.428
1% 5.155 6.265

eviewes12 ‘;ALAAAY\ EAU‘»S\ ila i (J'b Alaie YU dalll das) a3 jdaall
Aampiil) ol LERY) -
sl G Ll Ll ) laal) -
005 dic A4y gima & =y 0.17 dewiaddl F J Adlaiay) dal) Q\L;Njé\}'\l\ QHM\L@JY\ DAl e
Ll ) AS5a a4y ple (S Ja 5 045 e dygiea pe =) 0.104 Chi_Square J Allaia) dadll o Jaadls WS
A5l O Aeadeal) Il N LR il (4)J 92

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 1.901069 Prob. F(2,24) 0.1712
Obs*R-squared 4.512981 Prob. Chi-Square(2) 0.1047

eviewes12 (Alas¥) mali pll cla Aa o slaie Y Saldl alas) Ga 1 jlaall
Gl @l aae ldal oo
OV LS LS (945 die Ay gima pe o8y 0.354 dudaall F J Allaia¥) dadll o) Lt cplall G axe SLEA) (a
3l 3 gD il LS Al 3 g3 g pde Jay 138 5 05 e Ay gina y 450,321 Chi-Square J Adlaiay) dagdl
Ol il pse LA qilds (5)dgsa

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.165536 Prob. F(6,26) 0.3545
Obs*R-squared 6.994652 Prob. Chi-Square(6) 0.3213
Scaled explained SS 2.954312 Prob. Chi-Square(6) 0.8146

eviewes12 (Abas¥l el pll cla A o Alaie Yl Ealdf alae) (a1 jlaall
bl o)l sl -5

vie dy5iee e (450,568 Jarque-Bera J aallaia¥) dall o)) Jaadl i) 3 D el a5 5il) L)
A gl eUaa S aadall a3 5l oty 3l 23 saiV) () ing 138 5 945
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Series: Residuals
Sample 2016Q3 2024Q3
Observations 33
Mean 4.24e-16
Median 0.012540
Maximum 0.484707
Minimum -0.335862
Std. Dev. 0.216977
Skewness 0.321231
Kurtosis 2.360823
. .. Jarque-Bera  1.129294
0 0.1 0.2 0.3 0.4 0.5 | Probability 0.568561
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.

D(ROA(-1)) -0.474858 0.147730 -3.214363 0.0035

D(LIA) 0.022295 0.023438 0.951225 0.3502

D(LID) -0.018819 0.020690 -0.909565 0.3714

CointEq(-1)* -0.074556 0.029610 -2.517923 0.0183
R-squared 0.372440 Mean dependent var 0.042424
Adjusted R-squared 0.307520 S.D. dependent var 0.273896
S.E. of regression 0.227923 Akaike info criterion -0.006401
Sum squared resid 1.506524 Schwarz criterion 0.174994
Log likelihood 4.105617 Hannan-Quinn criter. 0.054633

Durbin-Watson stat 1.938443

eviewes12 (Alasl mali pll cla Aa o slaie Yl Ealdl alas) Ga 1 jlaall
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Sashall Ja¥) cilalaa i il (8)Jsis

Variable Coefficient Std. Error t-Statistic Prob.
C -0.994109 0.587309 -1.692650 0.1025
ROA(-1)* -0.074556 0.147467 -0.505573 0.6174
LIA(-1) -0.015746 0.015887 -0.991102 0.3308
LID(-1) 0.031398 0.018789 1.671085 0.1067
D(ROAC(-1)) -0.474858 0.190756 -2.489350 0.0195
D(LIA) 0.022295 0.026638 0.836950 0.4102
D(LID) -0.018819 0.023272 -0.808658 0.4260
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clatitiay) 4.1
Aon )l @l pdse Slo W saadl @l b5l 6 gina 5ili 3 a g Alan VI Jiladll il < ekl -]
Laws il Sl Jyshall Ja¥) 5 Undldl msa dalea 5 il Ja¥) LAY Slas¥) dolail) gilis < jedal -2
ALl J gV A Ll (S L (J V1 e ailadl A e Lila) J sl Mlaa) () ABL (s
Asa¥) o xilall Lns o Ll aila gl Mea) I

1019 ISSN: 2618-0278 Vol. 7No.Specil Issue August 2025



Warith Scientific Journal

wWsSJ

Warith Scientific Journal

HS\_JA:‘SJ&_&)L.AAM‘;JLA\ s1ayl L;AAL')HSL;”J\L\Q_A\ Cutll e dasn H Al plige g A gand) Ol pdige Jand 23
Lelee

el laldly Galall laadly U jlia (%54) il 3 il s gl Jlaad I ABLL s g gl Ao gl 51 -4
2V 5 jaal Ll slaay o8 5lL La ) jaiuly o jlaall 3508 e 138 5 (%30 — 10) o ) g

JOb Aad dlaaa 5 (A (g jbmall aad) (e Ao dad 8 5(%1.3) Gl 3 Gl g gal) e dlall A g lés )l -5
O basad s Lyys pia el any (B2l (A padll alhaill &) ) ) daladl () Y1 (%0.5) ol
2016 ole o A Joail) 3 Jas LS il (L) any g Janst Lalil) Gijladll

1385 (%20-10) Axlllly b Ll Lgiaas Sl 5 4 el il e Jall Gl e ailal) 4 (=liss) -6
5 d\}AY\ w}“j‘)‘)tﬁh\‘éjQ_)w\EJ\ﬂmujs di:l

Shua gill 4.2

i aall JLall 1Y) 8 g0 Led Led Ay 5l g A pudl ol pisan alaia¥) -]

et gas 3510 el Cajlianll 8 el sall 0l ppd 3ol T il g0 Jae 22

Aailaall y G jladl) slal gk 8 Conmy Loy b jeamal) Jaall b5 skt s Apa ila) yind s il gLl -3
Sjbadl (8 )l A sl s e

A ol 2 jlanal il o V) s L Bl o S0 e’ a5 (g 38l i) e (555 punll (o -4

Ayl
ol il 5 Lo g 3l gal 530 5 elae A5 o jbaall W) o) Al el oSSyl lidll 0 gall Junii -5
Ac i gall

References

Syl MM’(Z_\LALA\ QQM\-QEM\-Q@&’\)&\M\ Ala ol dpall ,2021,0) i Shavia 268 ’Lﬁjaﬁﬂ\ 250 ‘_;:; clgd ’&._ﬂ)ﬂ\
(34-18)nicall Sasell ) e ) dudlal

11222003 30 L 1 el 8 (o) w401 Jonds i T ¥) LBLEAY1 33 2021 sld (o plom s, mim e L m 50
(] 10- 9())L_11;A..4J\ 52221l L\ﬂﬂ\ Al T«_\A,J\ &yl

DR PAR BETNEN e.:)s.:‘_g )4.\....:.43\ u;....;.d\}.bu.d\ (9ua L_f\bl O Jalsil) 05,2021 20 BIEEGERTY ‘;.u‘u]\ (S C)..A J\}Sﬂ
(303 281)u\;3m5\ 5aaedl JU\ s M’J\ &yl gdlaa "ﬂ;SM i) Jaza Lﬁ ‘_é.ula.: Caa dqadll

Oe de A Agidat A Ha" d)uﬂu}ml\ w\@u),&y\M\ Syl 53, 2021 Bne dana Mg g Hua (g g gall
JLJI _\u\ M:_“ ‘—‘J‘} = "(2019 2012)5)-&” 4..\31,4” d‘)}ﬂ d‘)ﬁd\ d}“‘ uﬁ 4.;).\‘13\ Mﬂ\)ﬂ\ 4..\)1.3.1” A_QJL\AA!\
(185-164) sl 52001

A_IJ\}d\JM G&L‘J\ ALl %) Aa.uu_ﬁ.ﬂ)” slay) d.uzAJ‘sﬂ )99 @JL;.“) Gj;\ﬂ\ daﬂ.l.d\ d.A\SJ u»lSau\ 2021 uLdu JAA.A‘_SA‘ ‘SAJA-\“
(17-1)aioall 5ase) S0 sladll kel

6- Ahmed, D.D., & Abbas, S. H. (2021). The impact of banking liquidity risks on financial soundness indicators

(FSI) in Iraq for the period 2005-2019. Journal of Administration and Economics, (129), 225-244.

7- Al-Ja‘bari, M. (2014). Al-Tahlil al-Mali al-Mutakaddim [Advanced Financial Analysis] (1st ed., p. 93). Dar

Al-Hikma for Printing, Publishing, and Distribution.

8- Al-Khatib, F. S. (2015). AI-Nagood wal Siyasah an-Naqdiyah [Money and Monetary Policy] (1sted., p. 316).

Al-Shugqri Library for Publishing and Distribution.

9- Al-Sairfi, M. (2016). Idarat al- ‘Amaliyyat as-Sarfiya [Management of Foreign Exchange Operations] (1st

ed., p. 144). Dar Al-Fajr for Publishing and Distribution.

10- Al-Sanfi, A. A. (2013). Al-Idarah al-Maliyyah [Financial Management] (2nd ed., p. 177). Dar Al-Kitab Al-

Jami‘i.

11- Al-Shabib, D. K. (2007). Mugaddima fi al-Idarah al-Maliyyah al-Mu ‘asirah [Introduction to Contemporary

Financial Management] (1st ed., p. 87). Dar Al-Maseera for Publishing, Distribution, and Printing.
12- Diab Ahmad, D. (n.d.). [Previous source] (p. 206).

13- El-Sayed, S. (2018). Al-Nagood wal Masaref wal Tujara ad-Dawliya [Money, Banks, and International

Trade] (pp. 155—156). Cairo University.

14- Hindi, M. L. (2007). Al-Idarah al-Maliyyah [Financial Management] (6th ed., p. 101). Al-Maktab al-‘Arabi

al-Hadith.

15- Kazim, A. S. (2021). Measuring the relationship between financial soundness indicators and profitability

indicators. Warith Scientific Journal, 3(7). Warith Al-Anbiya University.

1020 ISSN: 2618-0278 Vol. 7No.Specil Issue August 2025



Warith Scientific Journal

16-
17-
18-
19-
20-

21-

22-

23-

24-
25-
26-

27-

1021

WsSJ

Warith Scientific Journal

Khalil, S. (1981). 4l-Nagood wal Masaref [Money and Banks] (p. 450). Kuwait: Kadhma Publishing and
Translation Distribution.

Mishkin, F. S. (2019). Igtisadiyyat al-Naqiid wal Masaref wal Aswaq al-Maliyyah [Economics of Money,

Banks, and Financial Markets] (1st ed., p. 200). Lebanon Publishers.

Qamruzzaman. (2014). Analysis of performance and financial soundness of financial institutions (banks): A

comparative study. Research Journal of Finance and Accounting, 5(7), 173.

Salih, J. I. (2023). Testing the effect of financial soundness indicators of banks on bank safety. Academy of
Accounting and Financial Studies Journal, 27(1), 3.

Sarjono, H., & Suprapto, A. T. (2020). CAMEL ratio analysis of banking sector share price in Indonesia

Stock Exchange. Palarchs Journal of Archaeology of Egypt, (9), 2216.

Shaheed Kazim, A. (2021). Qiyas al-°Alaqah bayn Mu‘ashirat as-Salamah al-Maliyyah wa-Mu‘ashirat ar-
Ribhiyyah [Measuring the relationship between financial soundness and profitability indicators]. Warith Al-
1Imit Journal, 3(7), 239.

Tallal, A., & Zawi Abdulrahman, O. (2019). Wagqi‘ salabat wa-salamat al-jihaz al-masrafi al-jaza’irT fi zill
Ittifaqiyyat Basel [The reality of the robustness and safety of the Algerian banking system under the Basel

Agreement)]. Journal of Financial, Accounting, and Administrative Studies, 6(3), 464.

Yas, M. N. (2022). Mu ‘ashirat ash-Shumul al-Mali wa-Atharuhd fi al-Ada’ al-Malt wal-Tiknilijiya al-
Masrafiyyah: Mutaghayyir Tafa ‘uliyan (An applied study in the Iraqi banking sector for the period 2015—
2020) [Master’s thesis, University of Basrah]. (p. 53).

Central Bank of Iraq, Financial Stability Report 2017.-1

Central Bank of Iraq, Financial Soundness Indicators Report 2021.-2

Central Bank of Iraq, Financial Stability Report, General Directorate of Statistics and Research, Baghdad-
Iraq, 2017.

Central Bank of Iraq, Financial Stability Report, General Directorate of Statistics and Research, Baghdad-
Iraq, 2018.

ISSN: 2618-0278 Vol. 7No.Specil Issue August 2025



