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Abstract: This study seeks to examine the influence of
financial inclusion on the financial performance of the
Iraqgi banking sector over the period from Q1 2009 to Q4
2023. The core research question investigates the nature
and direction of the relationship between financial
inclusion indicators and key performance metrics within
Iraqi banks.

The study population consists of banks operating in Iraqg,
with a sample constructed from quarterly data over the
specified timeframe. A mixed-method approach was
adopted, utilizing both qualitative insights and
quantitative techniques. The econometric analysis was
conducted using the Autoregressive Distributed Lag
(ARDL) model through EViews 12 software to capture
both long- and short-term dynamics.

Findings reveal the existence of a long-run equilibrium
relationship between financial inclusion and financial
performance. However, specific financial inclusion
tools—most notably, electronic payment cards such as
the Key Card—exerted a statistically significant
negative impact on return on assets (ROA) and capital
adequacy ratio (CAR). This suggests that service
expansion without adequate infrastructure or effective
risk management may compromise bank performance.
Furthermore, no significant effects were found for ATM
deployment or loan disbursement on either ROA or
liquidity ratios, underscoring inefficiencies in the
financial deployment of these instruments.

In light of these findings, the study recommends
enhancing the operational efficiency of digital banking
services and aligning financial inclusion strategies with
balanced financial growth and accounting stability.
Additionally, the research emphasizes the importance of
expanding financial literacy initiatives, strengthening
risk management practices, and advancing the digital
infrastructure of Iragi banks to support improved
financial performance and contribute to the sector’s
sustainable development goals.
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+ LPR o5l Gl aladiin

Osaldlalae) et juadll
ALY dageally ol 3 sl () sSms odle ] Jpanll 5
ROA = f(ATM, QiCard, LPR)
LA/TA = f(ATM, QiCard, LPR)
CAR = f(ATM, QiCard, LPR)
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A Al ) Vel oLl (bl Jiai b s 1

ROA =3, + B;ATM + B, QiCard + B3LPR+ ¢
LA/TA =B, + B ATM + B, QiCard + B3LPR+ &;
CAR =B, + B1ATM + B, QiCard + B3LPR + ¢
e Al Jsadll i1 pantl Alaiaall s A8 (e oy Y alre () J e sl
de jsall dgia Nl gadll SIAN sV dagie aladiu) &5 Al clill sl elaY)
Gl pasily & 80 Juais) s Sy (Autoregressive Distributed Lag) (ARDL)
Agie 3l Judlall 4y ) jdil ) slaie) o3 el el 8 W Jselll Y 34 3l
s Perron Phillip PP (1) JS& 8 (e WS g daay e sll) Apally 73 saiV) &l paial

Gl a3 (2) 8y sl s ¢V LA die W)l il paas 4y ) il ade S|

ATM QICARD
1.2 2.0
1.0 1.8
0.8 1.6
0.6 14
0.4 1.2
0.2 1.0
0.0 0.8
2010 2012 2014 2016 2018 2020 2022 2010 2012 2014 2016 2018 2020 2022
LPR LATA
2.0 2.0
1.6 1.8
1.2 16
0.8
1.4
0.4
0.0 1.2
-0.4 1.0
-0.8 0.8
2010 2012 2014 2016 2018 2020 2022 2010 2012 2014 2016 2018 2020 2022
ROA CAR
0.4 2.4
0.0 2.2
2.0
-0.4
1.8
-0.8 16
-1.2 14
2010 2012 2014 2016 2018 2020 2022 2010 2012 2014 2016 2018 2020 2022

Canall < ypaial ilyl) Kl a0 (1) IS
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Ginall &l yarie by 49 ) ,8Y Phillips-Perron (pp) JWis) & :(2) J s

LEVEL FIRST DIFFERNCE
VARIABLES TREND & TREND &
INTERCEPT | INTERCEPT NONE INTERCEPT | INTERCEPT NONE
ATM 1.5395 -0.5352 2.9319 -34563 | -4.3163 | -2.7546
Prop. 0.9992 0.9786 0.9979 0.0132 0.0063 0.0068
QICARD | 0.3108 -1.8575 3.1807 -3.9847 | -3.7887 | -1.3670
Prop. 0.9765 0.6607 0.9995 0.0032 0.0258 0.1569
LPR -0.0539 | -1.2537 0.8774 -1.0112 -1.0535 | -6.6264
Prop. 0.9490 0.8889 0.8958 0.0000 0.0000 0.0000
LATA -3.5946 | -3.4727 0.1903 -5.8181 | -4.6043 | -5.8514
Prop. 0.0091 0.0528 0.7377 0.0000 0.0028 0.0000
ROA -2.6919 | -1.6903 | -0.8661 -6.7461 | -7.2514 | -6.6720
Prop. 0.0820 0.7420 0.3362 0.0000 0.0000 0.0000
CAR 0.2970 -4.0832 -1.8115 -40536 | -4.2015 | -3.5154
Prop. 0.9760 0.0121 0.0660 0.0025 0.0086 0.0007

EVIEWS12 zebin e slaie YU cpialil e (ga J 52l

aie) ai (5 siuall 3g3n e l8d)5 J5Y) AN ) SELY) ket aaal
el ela] il a3 @l g (ARDL) e sall duia 1 ol sadll A laai¥) dungia
(Akaike Information ke 0sS1 kil g el paiall (o A83al) paail Jia¥) saal) Ll
z35a¥) <l il e 3l Calal) agtia) aSUl solaic ) o3 i Gl i1 s (AIC)Criterion)
il g (3) B, JSEl A LA/TA s (2)J<8 A ROA saial J81 4 L LS
(4) f, JSal & CAR

Akaike Information Criteria (top 20 models)
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Akaike Information Criteria (top 20 models)
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LS g ‘A.AA;QAGLJAN\ il paria o & yidie JalSE 0 ga g (520 48 2l (Bound Test)

(EVIEWS 12) 7.5
dagia
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sladl | iy et Gl ¢(3) a8 Jsaall (A 4ails
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(CAR)(LATA)(ROA )< il Jalsill Bound Test 2saall HLid) =il (3) Jsaa
ARDL Bounds Test

Sample: 2014Q1 2023Q4

Included observations: 36

Null Hypothesis: No levels relationship

Asymptotic: N=1000
F-statistic | 4.912109 %10 2.37 3.2
K 3 %S5 2.79 3.67
%?2.5 3.15 4.08
%1 3.65 4.66

ARDL Bounds Test

Sample: 2014Q1 2023Q4

Included observations: 36

Null Hypothesis: No levels relationship

Asymptotic: N=1000

F-statistic | 6.702063 %10 2.37 3.2
K 3 %5 2.79 3.67
%2.5 3.15 4.08

%l 3.65 4.66

ARDL Bounds Test

Sample: 2014Q1 2023Q4
Included observations: 36
Null Hypothesis: No levels relationship

Asymptotic: N=1000
F-statistic | 18.34244 %10 2.37 3.2
K 5 %S5 2.79 3.67
%2.5 3.15 4.08
%1 3.65 4.66

Eviews 12 z& e alaie Y4 ¢ falill dlae) (e J glasl)
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Gl el G @ ke JulSS 0 g2 g X5 Al Bound Test Jlaay) il W g
(4) &) Jsaall L3 LS ARDL 4angie alaic) a1
ARDL 4agie (385 milii :(4) Jsa

Dependent Variable: ROA
Method: ARDL
Date: 04/15/25 Time: 18:52
Sample (adjusted): 2009Q3 2023Q1
Included observations: 55 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): QICARD ATM
LPR
Fixed regressors: C
Number of models evalulated: 54
Selected Model: ARDL(2, 2, 0, 0)
Variable Coefficient | Std. Error | t-Statistic Prob.
ROAC(-1) 1.524014 | 0.093004 | 16.38646 0.0000
ROA(-2) -0.715339 | 0.094860 | -7.541001 0.0000
QICARD -1.872763 | 0.439323 | -4.262835 0.0001
QICARD(-1) | 2.881586 | 0.913132 | 3.155719 0.0028
QICARD(-2) | -1.202335 | 0.547363 | -2.196594 0.0330
ATM 0.078913 | 0.090930 | 0.867851 0.3899
LPR -0.001155 | 0.020712 | -0.055761 0.9558
C 0.169959 | 0.074514 | 2.280886 0.0271
R-squared 0.979508 | Mean dependent var |  -0.299687
Adjusted R-squared | 0.976456 | S.D. dependent var 0.264423
SE.of regression | 0.040573 |  walke info 3.437690
criterion
Sum squared reside | 0.077371 | Schwarz criterion -3.145714
Log likelihood | 102.5365 | annan-Quinn -3.324780
critter
F-statistic 320.9386 | Durbin-Watson stat 1.247537
Prob(F-statistic) 0.000000
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Dependent Variable: LATA
Method: ARDL
Date: 04/15/25 Time: 19:04

Sample (adjusted): 2009Q3 2023Q1
Included observations: 55 after adjustments
Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): ATM QICARD LPR
Fixed regressors: C
Number of models evalulated: 54
Selected Model: ARDL(2, 0, 2, 0)

LATA(-1) 1.557016 0.087683 17.75729 0.0000
LATA(-2) -0.762259 | 0.088713 | -8.592386 0.0000
ATM -0.070580 | 0.102890 | -0.685979 0.4961
QICARD 1.885840 0.486211 3.878645 0.0003
QICARD(-1) | -3.414637 | 0.974943 | -3.502398 0.0010
QICARD(-2) | 1.545264 0.564194 2.738890 0.0087
LPR 0.020341 0.022940 | 0.886728 0.3797
C 0.350502 | 0.073445 | 4.772313 0.0000
R-squared 0.953194 | Mean dependent var 1.665943
Adjusted R-
Ju 0.946223 | S.D.dependentvar |  0.193824
squared
: Akaike inf
S.E. of regression | 0.044947 arxe 1o -3.232929
criterion
Sumsquared | 464952 | Schwarz criterion | -2.940953
reside
- Hannan-Quinn
Log likelihood 96.90554 : -3.120019
critter
F-statistic 136.7364 | Durbin-Watson stat 1.445575
Prob(F-statistic) | 0.000000 1.665943
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Dependent Variable: CAR

Method: ARDL

Date: 04/15/25 Time: 18:45

Sample (adjusted): 2009Q3 2023Q1
Included observations: 55 after adjustments

Fixed regressors: C
Number of models evalulated: 54
Selected Model: ARDL(2, 2, 1, 0)

Maximum dependent lags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): ATM QICARD LPR

Variable Coefficient | Std. Error | t-Statistic Prob.
CAR(-1) 1.857543 0.042959 43.23987 0.0000
CAR(-2) -0.996809 0.046857 -21.27351 0.0000
ATM 0.477410 0.136205 3.505095 0.0010
ATM(-1) -0.943397 0.235993 -3.997560 0.0002
ATM(-2) 0.472285 0.127147 3.714478 0.0005
QICARD 0.076545 0.077727 0.984794 0.3299
QICARD(-1) | -0.179165 0.081197 -2.206554 0.0324
LPR -0.001351 0.007128 -0.189569 0.8505
C 0.399713 0.047840 8.355175 0.0000
R-squared 0.997271 | Mean dependent var 1.879184
Adusted R- | ) 056797 | S.D. dependentvar | 0231890
squared
S.E. of regression | 0.013124 | Akaike info criterion -5.680178
Sum sguared 0.007923 Schwarz criterion -5.351705
reside
Log likelihood 165.2049 | Hannan-Quinn critter -5.553155
F-statistic 2101.615 Durbin-Watson stat 0.516869
Prob(F-statistic) | 0.000000

(EVIEWS 12) gl n e aie Yu ¢ falill dlae) e J gaall-
SOlalaa padd 5 1A il G Ja¥) Al () 68 A8De S5y S Lo

(5) & dsaall b L LS5 (CAR)(LATA)ROA) (o S el a5 Jy shall JaY)
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ARDL agial U g Undll meanai il g o ghall Ja¥) Cilales (5) Jsan

Selected Model: ARDL(2, 0, 2, 0)

Case 2: Restricted Constant and No Trend
Sample: 2009Q1 2023Q4
Included observations: 55

Cointegrating Form

Long Run Equation

Variable Coefficient | Std. Error | t-Statistic Prob.
ATM 0.412459 0.444376 | 0.928177 0.3581
QICARD -1.011436 0.316539 | -3.195293 0.0025
LPR -0.006036 0.108302 | -0.055737 0.9558

C 0.888329 0.272345 3.261779 0.0021

ROA= (0.4125*ATM -1.0114*QICARD -0.0060*LPR + 0.8883)

Short Run Equation

Error Correction Regression

Variable Coefficient | Std. Error | t-Statistic Prob.
D(ROA(-1)) 0.715339 0.081727 | 8.752817 0.0000
D(QICARD) -1.872763 | 0.373748 | -5.010771 0.0000

D(QICARD(-1)) | 1.202335 0.393256 | 3.057383 0.0037
CointEq(-1)* -0.191324 | 0.037061 | -5.162442 0.0000

R-squared 0.788959 Mean dependent var | -0.011269

Adjusted R-
)t 0.776545 S.D. dependentvar | 0.082397
squared
: Akaike info
S.E. of regression | 0.038950 e | -3.583144
criterion
Sum squared resid 0.077371 Schwarz criterion -3.437156
- Hannan-Quinn
Log likelihood 102.5365 n-Qui -3.526690
criter.
Durbin-Watson stat 1.247537
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Selected Model: ARDL(2, 0, 2, 0)

Case 2: Restricted Constant and No Trend
Sample: 2009Q1 2023Q4
Included observations: 55

Cointegrating Form

Long Run Equation

Variable Coefficient | Std. Error | t-Statistic Prob.
ATM -0.343886 0.487358 | -0.705613 0.4839
QICARD 0.080230 0.348446 | 0.230251 0.8189
LPR 0.099109 0.113186 | 0.875628 0.3857
C 1.707747 0.293097 | 5.826554 0.0000

LATA= (-0.3439*ATM + 0.0802*QICARD + 0.0991*LPR + 1.7077)

Short Run Equation

Error Correction Regression

Variable Coefficient | Std. Error | t-Statistic Prob.
D(LATAC(-1)) 0.762259 0.070904 | 10.75052 0.0000
D(QICARD) 1.885840 0.427137 | 4.415070 0.0001

D(QICARD(-1)) | -1.545264 | 0.418107 | -3.695859 0.0006
CointEq(-1)* -0.205243 | 0.034036 | -6.030112 0.0000
R-squared 0.793850 | Mean dependent var | 0.009236
Adjusted R- 0.781724 | S.D.dependentvar | 0.092356
squared
: Akaike info
SEE. of regression | 0.043149 el -3.378383
criterion
Sum squared resid 0.094952 Schwarz criterion -3.232395
I Hannan-Quinn
Log likelihood 96.90554 . Q -3.321928
criter.
Durbin-Watson stat 1.445575
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Selected Model: ARDL(2, 0, 2, 0)

Case 2: Restricted Constant and No Trend
Sample: 2009Q1 2023Q4
Included observations: 55

Cointegrating Form

Long Run Equation

Variable Coefficient | Std. Error | t-Statistic Prob.
ATM 0.045227 0.209164 | 0.216225 0.8298
QICARD -0.736862 0.130618 | -5.641335 0.0000
LPR -0.009703 0.051363 | -0.188905 0.8510
C 2.870151 0.110499 | 25.97450 0.0000

CAR= (0.0452*ATM -0.7369*QICARD -0.0097*LPR + 2.8702)
Short Run Equation
Error Correction Regression

Variable Coefficient | Std. Error | t-Statistic Prob.
D(CAR(-1)) 0.996809 0.037141 | 26.83872 0.0000
D(ATM) 0.477410 0.092900 | 5.138965 0.0000
D(ATM(-1)) -0.472285 0.090727 | -5.205555 0.0000
D(QICARD) 0.076545 0.056030 | 1.366138 0.1785
CointEq(-1)* -0.139266 0.013948 | -9.984346 0.0000
R-squared 0.934362 Mean dependent var | -0.012855
Adjusted R- 0.929111 | S.D. dependentvar | 0.047279
squared
S.E. of regression | 0.012588 Akaike info -5.825632
criterion
Sum squared resid 0.007923 Schwarz criterion -5.643147
— H -Quinn
Log likelihood 165.2049 annan-Qu 45755064
criter.
Durbin-Watson stat | 0.516869

S(EVIEWS 12) g2bi_n e 2ie Vi ¢ sialll slael e Jsaall-

a8y sl 8 axils syl 53l Serial Correlation LM Test Jlaal slaicly
< skas 3 «(Autocorrelation) (51 el ;Y1 Al jaiall 23 sastY) sl e SU S5 o(6)
.0.05 JI e F-Statistic 4dlaia)
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<513 1L 30 Serial Correlation LM Uil :(6) Jsa

|

F-statistic

15.89994

Prob. F(2,23)

0.0000

Obs*R-squared

F-statistic

22.77339

10.04902

Prob. Chi-Square(2)

Prob. F(2,23)

0.0000

0.0002

Obs*R-squared

F-statistic

16.98042

72.90260

Prob. Chi-Square(2)

Prob. F(2,23)

0.0002

0.0000

Obs*R-squared

42.25009

Prob. Chi-Square(2)

0.0000

O FRP N W AU O N OO

-0.05

(Jarque-Bera) ROA (2nbll )51l sl :(5)

00

0- -.

(EVIEWS 12) g » e aladie Y ¢ faldl slae) o J saall-
(6) o JS3N & LA/TA Lsial 5 (5) JSall A ROA Lssdial 48Y) JIK3Y)
Sl aaiall alall w5l i (7) o8 JSall 8 CAR _usiial s

0.00

0.05

0.05

0.10 0.15

0.10 0.15

Series: Residuals
Sample2009Q3 2023Q1
Observations 55

Mean -3.73e-16

Median 0.001126
Maximum 0.169980
Minimum -0.102681
Std. Dev. 0.037852
Skewness 1.380744
Kurtosis 9.551587

Jarque-Bera
Probability

115.8417
0.000000

IS

Series: Residuals
Sample2009Q32023Q1
Observations 55

Mean 8.12e-16
Median -0.001425
Maximum 0.172545
Minimum -0.120381
Std. Dev. 0.041933
Skewness 0.623574
Kurtosis 8.078969
Jarque-Bera 62.68006
Probability 0.000000

(Jarque-Bera) LA/TA 2ubll g5 sl o (6) Js&

0.02 0.03

Series: Residuals
Sample2009Q32023Q1
Observations 55

Mean 4.40e-16
Median 0.001853
Maximum 0.031099
Minimum -0.025553
Std. Dev. 0.012113
Skewness 0.016900
Kurtosis 3.142058

Jarque-Bera 0.048865
Probability 0.9758630

(Jarque—Bera) CAR wbl\ sl sl 1(7) I

(EVIEWS 12) gl il e dlaie YU Ealill dlae ) (e JIKEY)
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olial aldie) &5 Al @l e Al (e deaiall clild)l i laly ailé 1A

3kl Claleall piai Ao Sl il g ¢(8) Al JSE & 4aili sl 3 CUSUM

JSall 8 ROA el 4591 JISEY) 5 Al yall 320 M el &) 6Sully axdiivsall 23 s
(10) @8 JS&l & CAR el g (9) ) JSGI 8 LA/TA Larial s (8) &)

20
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o N
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-20
11 12 13 14 15 16 17 18 19 20 21 22 23
cusum 59 Significance
20
10
o mf\
-10
-20
11 12 13 14 15 16 17 18 19 20 21 22 23
cusum 52 Significance
LA/TAUSA 73 saill 43, jENCUSUM il gl 1(9) J<s
20
10
8]
-10
-20
11 12 13 14 15 1s 17 18 19 20 21 22 23

CAR LS 73 gaill 4, 8 YCUSUM s ol :(10) Jsé
(EVIEWS 12) gebi_» il e alaie Yl Salill dlae o JISEY
1 WS (5) ad Jsaall 3 Jashall Jal) 8 Caad) ailis Cela
e 2lally Jididll ¢« ROAGLE (QICARD) 218 (Sl cilad (5 sine ol 8l cllin ol
ey Lae Ayl laY ae cilia) @iy 5 0,002 4siars 1.011- A5 e Jalray <l s sall
sl o Gl U ye )5S o8 Gl 038 aladind (& s pad) s ansil of )
el axaind aaly ccVlall (e LIS 8 3 sy 38 ) g0 o juaal) Ay ) e 555 e
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Jia) A _laind 48 ome ililee 3 Cala g o (50 AaasSal) Cilae bl il 5l aad L
dids FLol ol OV gae Al Y Ll @l (R add) Gl JMA e el 8l S LAY
i yall i) gadl Caraza sl CagllSl) Aty ddlall 2L )Y (addss A prlaall Lalill (pab (o yucaall
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