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Measuring and Analyzing the Contagion of Banking Liquidity Crises between Profitability and
Competitiveness. The Middle East Commercial Bank as a Model for the Period (2005-2019)

Ghassan Tariq Zaher ™ . Falah Odeh Habib®
Al-Muthanna University / College of Administration and Economics.

Abstract

Commercial banks compete in order to win more customers to maximize their assets and may sometimes exceed the
decisions and laws specific to bank liquidity ratios. This is reflected on their performance. The factor of balancing
between liquidity and profitability is one of the most important issues that face banking activity in light of banking
competitiveness which the Iragi commercial banks are subject to. Accordingly, the study aims to analyze the liquidity
factors and their impact on profitability in light of the competitiveness of commercial banks and the specific laws for
the period (2005-2019). The problem of the study is represented by the difficulty of determining the optimal liquidity
ratio in lragi commercial banks in terms of balancing their obligations towards depositors and borrowers in
monetizing their funds, and the risks they are exposed to, as well as the intensive competition among them. The study
sought to achieve the main objectives, which were represented by : identifying the possibility of Iragi commercial
banks applying the ratio of liquidity and profitability according to the indicative regulations and instructions issued
by the Central Bank of Irag, employing them in profitable areas, and determining the size of the risks associated to
them.

Key words: contagion of banking liquidity crises, profitability, competitiveness, quantitative analysis, market share.
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ant b as ) el Gl e 40l 4ty
¢(2012) ple A Sl )k (43,487) @l laiin)
Jble (36,364) JlaiinY) (leal cazly (2017) ple Ll
ol Aaii (-16.2%) &b Al i Jamays Bl e i
M5 A ill IS LA jae (e dlias Rl (8 padll
Bl ) A8IS iy (3 dl) (e Adiatiall 3 jLual) Ja

: gyl A G pan Gliglhas Y

Al cbbuall Ja e 1 (3l Cayame il sllas (paas
S e st 15 Sl sllall aal s cpatlandll (Bsias Il 345 (2019,2018 ) Al sl a3 a1 ol Y]
(Sl Jsaall Gl e aldie VU jaie sl Jame Jaow 3 30l o2 JOA &) laiiud) ana 8

(Db Jble asll) o Y1 (3 )l o jpeaad dga sanll 4l jaall Sl slae (Y) Jsaa
O G sl Oswe 4l il

bﬂ@&@\ﬂ\}tﬂmy\éﬂchubeY\
IAA Ll ¢ Al (31 DU (3l (3 gas (o g J gl

saill Jana Al slhaall & gena ! % ey <l sl
319,496 27,359 276,542 2005
-6.5 299,385 27 35,782 -14.4 239,348 2006
30.6 406,782 35 50,449  33.04 333,075 2007
33.6 569,667 24 63,840 25.7 431,100 2008
-2.1 557,540 17 75,547 4.8 452,515 2009
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3.9 580,125 11 84,098 2.3 463,327 2010
125 657,746 11 137,899 8.6 505,117 2011
21.9 818,969 31 187,746  19.8 615,784 2012
-5.6 774,180 8 202,779 -10.9 551,856 2013
-12.5 683,076 41 307,074  -43.2 358,117 2014
-1.7 675,123 -10 276,967 -7.6 331,665 2015
0.5 679,182 2 281,173 -15 326,517 2016
9.6 748,131 -4 270,898 1.8 332,579 2017
6.7 800,750 -1 267,467 275 437,921 2018
-19.5 658,231 -7 267,290 -45 279,215 2019

ety Jdlaa) gl ¢ 8all s 5 Sall il ), cand bl )opamsi il s gl s dlall cilluall |

(-7%) 5in 303 Jrrars Sl s ke (267,290)
i peadl) cilibalia) alids) dagi (Y419 Lo

O (V) dsaadl by e Laad sl ¢ seas 2

el 30 Al 5ae IO Lidiia LS el gllaall Mas)
Yoo ale B e Jin Ll (319,496)
(%YY) st sai s Bl e i ke (818,969)
o) il sl Tl @3 Loy midi d Y)Y ole
s s Jraayy Bl e Jlin 5Lk (604,313)

XVl (15.8%)

sl (e gty (B a5l Lyl il 5 callal
Oy petn A SN A s cpea gl dlae) oyl 35 V(Y
el 28 el | s cile )Y 2 3 ch yaadl)
Yoo ale e e Jule (276,542) gl sl
e S )l (615,784) A clela ) o yil
o a2 Al Vo VY ale (%Y ) &l gad Jaxays
W Jlaal gadlend pe ki Ml g 5, dl
258 G (30 A Jalal (9L 31 i s e 5131
(Y O1RY 1) sl IOy (LSl 23S cililual

(A 9 i maal) I3 g ga G AiNal) @ Ll
Var 4agie alaiiuly cly sthal)
el o laga el HA Jalas s lladll s 8

il Aia) g laca W) Aagt 8 paadl) g o) aal i
O A8 aal p e g lia W) elli uSad) 3 gl (5 pdail)
Sl e gal i e 59 Las oD aall g iy adll
Lngie e Maie Yo W) G -3l Giyemed cilslladll Mleal il 28 (il 5o LS (V) Jsaall & Cla s all
Aa 0 et ) A I Gl pdadl) Lalapdas Qllayy Al VAR -£0) @l s Jamay s sl 5Lk (279,215) gl
5 Tl oUWl s 50 ayaad e 30 Jusdlaad) A ) il (%
o)l | a5 il dlad s Aaiul) Jl g0 st e migadll Ll oDl ) Jsaadl Gliby (e ey ¢ (paalosdll 588 0
Ciyagi day by iy 5 gl Lgariian il s o(adl L) dadd) il b Caniha a5 e Gae s T jle cdas)
(Y s Zsall @l paie 5Lk (27,359) cpealasall (3s8a  Jlaal aly 28 i35
gl oy sl lageai s Zigaill Ol e i ) Ll (307,074) ) pind (Yo v 0 ale (Bl el
dsmaill 8 AR ol il apay b s ¢ Apal ) Aagi ¢ (%t ) ih sai Jamas YoV £ ole B e lin
S Wy ke (100) (o mad) Jall Gul g gl

B\ Al i)

DM Jeiuse 2 gail)

IN Jeto Gl iy
LO Jiiue Glaldll 5 (g g 3l
CA Jatia L;Js.\]\ Slatiy)
DT o Al lhaall Masl
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o) (e Al Y Agia 3l Jusdall (o)) sl cBas s 3 dgagane
E-Views) + Slas¥l el pll e ol aieWh i)
Al a2l e J panll
Augmented Dickey-Fuller test statistic(¥) Js

Augmented Dickey-Fuller test for statistic
Critical value estimated

Baagll jda JLddl Y
i N Josall an 84 ) el e oVl Jodas o ey
e AUl iy JLa) a3 13T el 3l laaal) 3 (o g

Prob o) o0 00 value Variables
0.0164 -2.754993 1_976978 -1.603693 2.51;3458 DM
0.0071 -4.121990 3_14;1920 -2.713751 4.33;3339 IN
0.0309 -2.754993 1_976978 -1.603693 221'23 5 O
0.0007 -4.200056 3_17;_)352 -2.728985 6.00;9690 CA
0.0193 -2.754993 1_976978 -1.603693 446028 DT

(V)e()) sand) cilily o e die Y Gl el Jpaall o

VAR A plaSialy gigadl s ¥
G5 HAY) Hosidl A i ) @l il (e ol aas aey
il Slabia U danias ¢ Bl Uyl da yo yn
Ll Gl o5 15 Aumgial) (el Aead¥) ol gl o

ALY ) Y o i) 25 sl 3 130

A0l ) (A Joa gt ad ¢ () dsaall lpdase coua
my Jalall sale ) 3 1A ¢s susall die cl juaiall dyie 3 ALl
%) Ay sina (5 siea aie Judl) il J Y 5yl Al
%0 A sina (5 simse e AV lgiany § Ol jordiall (e
paadl dum 8 (il yi anle 5 (V) dsaad) (B pdise Lo un
ad JAS Ladla JUlbgsan g Hia dgagare e Al
syl SLERY e 3l Judll
Included observations: 13 after adjustments
Standard errors in () & t-statistics in [ ]

DT CA LO IN DM
DT(-1) 0.680650  0.087749  0.041000  0.117473  0.000555
(0.50792)  (0.17408)  (0.32183)  (0.26690)  (0.00046)
[1.34008] [0.50407] [0.12740] [0.44014] [1.20289]
CA(-1) -3.874999  0.248643 -0.307649 -0.666917 -0.001967
(1.58085)  (0.54181) (1.00166) (0.83071)  (0.00144)
[-2.45121] [0.45891] [-0.30714] [-0.80283] [-1.36929]
LO(-1) 1953531  0.474064  1.235557  0.126167  0.001114
(0.89910)  (0.30815)  (0.56969)  (0.47246)  (0.00082)
[2.17277] [1.53842] [2.16884] [0.26704] [1.36391]
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IN(-1) -2.307788  -0.314445 -0.013993  0.123000 -0.000706

(1.24774)  (0.42764)  (0.79059)  (0.65566)  (0.00113)

[-1.84957] [-0.73530] [-0.01770] [0.18760] [-0.62241]

DM(-1) -370.8832  332.7074  406.1800 -391.3527 -0.357129

(600.832)  (205.925) (380.699) (315.725)  (0.54594)

[-0.61728] [1.61567] [1.06693] [-1.23954] [-0.65415]

C 406122.8 51475.06  -1661.461  119579.2 163.4538

(182858.)  (62671.6) (115863.) (96088.3) (166.154)

[2.22097] [0.82135] [-0.01434] [1.24447] [0.98375]

R-squared 0.479255 0.880935  0.761483  0.598430  0.395136

Adj. R-squared 0.107294  0.795888  0.591114  0.311594  -0.036910

Sum sq. resids 5.16E+10 6.06E+09 2.07E+10 1.42E+10  42588.66

S.E. equation 85842.52  29421.10 5439158 45108.50  78.00061

F-statistic 1.288457  10.35828  4.469601  2.086315  0.914568

Log likelihood -162.1060 -148.1855 -156.1740 -153.7412 -71.05976

Akaike AIC 25.86245  23.72085  24.94984 2457557  11.85535

Schwarz SC 26.12320  23.98160  25.21059  24.83631  12.11609

Mean dependent 27603.54  122496.3  99669.08  54894.46  14.47946

S.D. dependent 90854.90 65121.62  85060.98  54367.09  76.59976
Determinant res@ covariance (dof 1.20E+39

adj.)
Determinant resid covariance 5.41E+37
Log likelihood -656.9772
Akaike information criterion 105.6888
Schwarz criterion 106.9925
Number of coefficients 30

el Sl ) Aas (e sall sl Lgilal il
Jalre o) aai zhgaill Ha 8 LS A aglia JAA (ag
e L8 Gl 5 A dad 5 HAY) 8 ra sall yaaill
L simar AN GSay W ol (e s A s AY) (A (F) ksl
il yurdiall o A8 il daa (e 2S5 ¢ JSS 23 gaill
Oe S (e Y 1l gllaall leal aill puaiall 5 il
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Inverse Roots of AR Characteristic Polynomial

1.5

1.0

0.0 4

alai ) aial) migadll Jagad €
s LSy ALt ) 8 gl (sl ) _piall o ey
SENNN

sl Ol et 28 23 gaill ol o3ke ) JSEN (e oy
Baal) o) jal el &5 (e g ¢ Basd 5l 38l JA)y Caasial LIS
z el &l puiia G A8l Gubal I LAY (e

System: UNTITLED

242

Estimation Method: Least Squares
Date: 02/05/21 Time: 00:18

Sample: 2007 2019

Included observations: 13
Total system (balanced) observations 65

Coefficient Std. Error t-Statistic  Prob.
C() 0.680650 0.507917 1.340082 0.1889
C(2) -3.874999 1.580854 -2.451207 0.0194
C@3) 1.953531 0.899096 2.172772 0.0367
C(4) -2.307788 1.247741 -1.849573 0.0728
C(5) -370.8832 600.8318 -0.617283 0.5410
C(6) 406122.8 182858.3 2.220970 0.0329
C() 0.087749 0.174080 0.504075 0.6174
C(8) 0.248643 0.541811 0.458911 0.6491
C(9) 0.474064 0.308150 1.538419 0.1329
C(10) -0.314445 0.427643 -0.735298 0.4671
C(11) 332.7074 205.9252 1.615671 0.1151
C(12) 51475.06 62671.65 0.821345 0.4170
C(13) 0.041000 0.321826 0.127397 0.8994
C(14) -0.307649 1.001661 -0.307139 0.7606
C(15) 1.235557 0.569686 2.168840 0.0370
C(16) -0.013993 0.790594 -0.017700 0.9860
C(17) 406.1800 380.6994 1.066931 0.2933
C(18) -1661.461 115862.7 -0.014340 0.9886
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C(19)
C(20)
C(21)
C(22)
C(23)
C(24)
C(25)
C(26)
C(27)
C(28)
C(29)
C(30)

0.117473
-0.666917
0.126167
0.123000
-391.3527
119579.2
0.000555
-0.001967
0.001114
-0.000706
-0.357129
163.4538

0.266900
0.830706
0.472457
0.655662
315.7249
96088.30
0.000462
0.001436
0.000817
0.001134
0.545944
166.1537

0.440139
-0.802832
0.267044
0.187596
-1.239537
1.244472
1.202889
-1.369292
1.363910
-0.622408
-0.654150
0.983750

0.6625
0.4275
0.7910
0.8523
0.2234
0.2216
0.2371
0.1796
0.1813
0.5377
0.5173
0.3320

Determinant residual covariance 5.41E+37

Equation: DT = C(1)*DT(-1) + C(2)*CA(-1) + C(3)*LO(-1) +
C(4)*IN(-1) + C(5)

*DM(-1) + C(6)
Observations: 13

R-squared 0.479255
Adjusted R-

squared 0.107294

S.E. of regression  85842.52

Durbin-Watson stat 2.656199

Mean dependent var  27603.54
S.D. dependent var  90854.90
Sum squared resid  5.16E+10

Equation: CA = C(7)*DT(-1) + C(8)*CA(-1) + C(9)*LO(-1) +
C(L0)*IN(-1) +

C(11)*DM(-1) + C(12)

Observations: 13

R-squared 0.880935
Adjusted R-

squared 0.795888

S.E. of regression  29421.10

Durbin-Watson stat 1.240707

Mean dependent var  122496.3
S.D. dependent var  65121.62
Sum squared resid  6.06E+09

Equation: LO = C(13)*DT(-1) + C(14)*CA(-1) + C(15)*LO(-1) +
C(16)*IN(-1)
+ C(17)*DM(-1) + C(18)

Observations: 13

R-squared 0.761483
Adjusted R-
squared 0.591114

Mean dependent var  99669.08

S.D. dependent var  85060.98
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S.E. of regression
Durbin-Watson stat 1.622824

54391.58

Sum squared resid

2.07E+10

Equation: IN = C(19)*DT(-1) + C(20)*CA(-1) + C(21)*LO(-1) +
C(22)*IN(-1) +

C(23)*DM(-1) + C(24)

Observations: 13

R-squared
Adjusted R-
squared
S.E. of regression
Durbin-Watson stat 1.585906

0.598430

0.311594
45108.50

Mean dependent var  54894.46
S.D. dependent var  54367.09
Sum squared resid  1.42E+10

Equation: DM = C(25)*DT(-1) + C(26)*CA(-1) + C(27)*LO(-1) +
C(28)*IN(-1)

+ C(29)*DM(-1) + C(30)

Observations: 13

R-squared 0.395136
Adjusted R-

squared -0.036910

S.E. of regression  78.00061

Durbin-Watson stat 2.213836

Mean dependent var  14.47946
S.D. dependent var  76.59975
Sum squared resid ~ 42588.66

arill el il gaal aaly g lame il il jad,
Sy A 5 ¢ m 50l 3 grall Clypial Al aall 5 4|
zsalll (5 AV i) Alaiud (sae (eld 8 LAY

s olial Jsaall 8 mim e LSy (e )l e foalie s 5V

bl Jalatg Alaiay) ) ga ¢ LG

Llanay A1a o

ol il e lasal) qfi A8 yaa ) Alaia) Ay
¢ el Lgd myaty 28 i) A ialiall ciladcall 5 A ialial

Response
of DT:

Period DT CA LO IN DM

1 85842.52 0.000000 0.000000 0.000000 0.000000

2 7387.885 33275.34 23211.36 -28193.85 -10442.02

3 -8714.225 14478.41 17461.75 -16399.90 8092.026

4 5169.955 -13186.43 30834.38 16913.03 29.19924

5 1963.531 -14520.50 23505.18 17291.41 -6022.906

6 -4087.751 -10938.41 7202.625 8455.247 -3438.639

7 -4110.223 -11243.19 -2256.871 5988.579 -1662.909

8 -3370.873 -10739.66 -7327.778 4452.880 -1652.474

9 -3633.624 -8918.890 -11145.49 1868.896 -1260.054

10 -3599.820 -7469.782 -13202.28 122.7526 -665.5717
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Wamy g ¢ AV 3 o Adgeia Ll (5 50 Capa cladiall s il sthaall Jlaad Alaial (a0 o3l ) Jsaall (e oy

g LEHYL i s Al 5 il 8 dasaldd) g lii WL Al Ak dlaia) Gl Gl 3 e jpaiall L Aaliall < il
8l Aedl i s Amlll 3yl 8 aleail gaai o) (YT (B uS 05 S canl 5 (5 ke il sl laiay
Can G laiiaY ) Alaial gy al Sl o Sl Ll 3 il alaanl g8y ol ) gl Y15 aldasy) o gea i 23l ¢
duai O (A 2 58 a5 ¢ 38 Al (B ddma g Al S5 (e Biag o) (I Rl (8 i g dwalidl Bl b
ol il L V) 8 iy Aol 5,8 dolaadl (e AU 6 el e L Ll 5 yuilall 5 ) 8 alads)
858 e 58 g Aail) st (AW 6 Jadl Ll ARl Al 8 A i) () 5SE Can (il el Jsaadl
g LY el ad sl Ay Al L A WY Aalilasay s Al sl S e la Y1 beariatc oY)
2l G g GRlAVL ety basy s ¢ (@AY, paladd) et I deat o) ) 283U ol jadll 8 Qalasil
Agiadl gl g 8l Alad ol Bl ¢ el Ll o5y ilall 3yl

Al )il Al A1 e i olial Al JISEY)
zasaill b dalill 5

Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.

Response of DTto DT Response of DTt CA Response of DTt LO Response of DTt IN Response of DTto DM
80,000 1 800007 / 800007 1 80,0001 80000
/ |
,,,,,, / / -
400007 - 400007 / 400007/ 20,000 v R 40,000
W\ T / / T T T e
‘ /\ /\/\ S T~ | e
0 o154 o5 0 ESTTTT——————————
\ N N ~N_ S T
N\ e ~ N \ g
-a0000 | - -40000 -40,000 40000\ / -40,000
\. -
_ \-
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Response of CAlo DT Response of CAto CA Response of CA0 LO Response of CAt IN Response of CAto DM
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Response of LOto DT Response of LOto CA Response of LO LO Response of LO® IN Response of LO to DM
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Response of N o DT Response ofIN o CA Response ofIN o LO Response of N o IN Response ofIN to DM
100,000 | 100000 » 100000 100,000 100000
0 o = o o o
E— LY I Sea ) T N
+100,000 -100,000 1 -100,000 1 -100,000 1 -100.000 1
T T T T T T T T T T T T T L S s B B T T T T T T T T T T T T T T T
2 4 6 8 10 4 6 8 10 2 4 6 8 10 2 4 6 8 10 2 4 6 8 10
Response of DMto DT Response of DMo CA Response 0fDMio LO Response ofDMo IN Response of DMto DM
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! el
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b il @l jaaiall g adill patiall 4y yueil) 3 a8l o sl
il 5 U 5 p adly ) Jilas dpan) aSig ¢ il
Tl ) yaatia (g puatia ST 3 gl ) patia A alidll

-l c.ﬂiﬂ\ g cu;‘\ujc

Gl Jalas o
Gl patia A o) 8 cplal) lade A8 jaal 3ol ) Jalas aey
GAS 5 ¢ A ppaiall bl Uad 1) 0 gmy 35 ¢ 23 sl
o ¢ zasall b gAY @l yuaid) gl Uad )ik

Variance
Decompos
ition of
DT:
Period S.E. DT CA LO IN DM
1 85842.52 100.0000 0.000000 0.000000 0.000000 0.000000
2 99867.23 74.43271 11.10195 5.402007 7.970079 1.093260
3 104395.3 68.81261 12.08320 7.741336 9.761542 1.601310
4 111066.6 61.01094 12.08479 14.54660 10.94295 1.414725
5 1159235 56.03435 12.66235 17.46456 12.27014 1.568604
6 117088.9 55.04635 13.28427 17.49704 12.54856 1.623781
7 117884.8 54.42710 14.01512 17.29821 12.63775 1.621826
8 118742.6 53.72424 14.63141 17.43004 12.59646 1.617848
9 119673.9 52.98346 14.95998 18.02716 12.42555 1.603850
10 120687.0 52.18662 15.09295 18.92245 12.21791 1.580077

O Al 3l (8040 v Ay (Dbslhaall Jlaal) £l
58 adl 00V A Y I calia g Ay yundtll 5 ad) o) Jaa Sl
ol il 8 Glay Lagd Lal ¢ 5 lall 5,5l 8 4y
e Al sl OB 9 V.4 sl lea) i Lol
Ayl s a8 il 00V Y YY) ) A yunddl) 5 0l sl )
Hlanl) il i) L) e cpa B alall 5 a8
O aa Sl (e g Al 3,0l o 80) ¢ 9 Ay (<l sthaall
(o A i B )28 Bl 04) oA L Cilia g 4y il 5 ,8))

oLia) AN 8 mim ge WSy 5 pilall 5yl

Al ¢ ol il S ol 8 oo ) Jgan (0 iy

Laall 4, i) 3 a8l ol i) < yurial) (e sl 48 2l
Y Al 8 (ol slhall  Jlaal) aldl sl ol
o OShe sall bol e %)+ v il sllaall ey
S %VE Y ) Jail Ay el 45 )08 (medt Al dad)
Cualy 303 ydlal) 3 58l 83 pudi s jad sl ) Jaal o
Ly Gl sl s gaiil) Gl yudy Lagd ¢ 240Y YA
A i) 508 o aaSlall (peg ¢ AU 5yl 8 950 ) Y
Bl Al A4 i s )08 aBlS 0500 04 Ll ciliag
sl oy a3 Glaliall g a8l ga AV Huia) L

Vanance Decomposition using Chdesky (d.f. adusted) Factors

Variance Cecomposition of OT

ariance Deconposition of CA
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