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Abstract:

The current study aimed to investigate the impact of the structure
deposits on the profitability of Iraqi Islamic banks over the period from
2016 to 2022 using data of 13 banks. We employed cross-sectional time
series models (panel data), including the pooled regression model, the
fixed effects model, and the random effects model to analyze the impact
of the deposit structure on the bank profitability.

The results indicated that the current deposits represented the largest
proportion of the deposit structure in Iraqi Islamic banks. Additionally,
the results revealed a negative and significant effect of the current
deposit ratio on the profitability of these banks. This could be attributed
to Islamic banks holding a considerable proportion of demand deposits;
which could be withdrawn at any time and Islamic banks guarantee
repayment of the principal deposited, and account holders do not have
rights to a share in the profits. Therefore, Islamic banks usually invest
only a small fraction of the current accounts. In contrast, we found a
positive and significant impact of the savings deposit ratio and the
investment deposit ratio on the profitability of Iraqi Islamic banks. The

study recommends that Islamic banks should adopt strategies aimed at
attracting more deposits, particularly investment deposits, due to their
stability and flexibility in investment. Such these deposits can be utilized
for medium- and long-term investments, providing further opportunities
to increase profitability.

Keywords: Deposit structure, bank profitability, demand deposits,
investment deposits, Panel data models.

Conclusions:

1. Islamic banks possess the ability to develop Islamic banking tools, mechanisms, and products, which
has contributed to their rapid spread. Experience indicates that Islamic financing modes are highly
flexible, making it possible to develop and innovate new forms suitable for each financing case.

2. Islamic banks are more flexible in managing banking risks because the Islamic banking methodology
is based on risk-sharing and bearing losses.

3. Current deposits constituted the largest portion of deposits in the sampled Iraqi Islamic banks, which
negatively affected their profitability, as these funds cannot be utilized without the consent of their
OWners.

4. The ratio of current deposits to total deposits had a significant negative impact on the profitability
of Iraqi Islamic banks. This may be attributed to the fact that these deposits cannot be invested
without the approval of their owners, whereby the returns accrue solely to the bank without sharing
with depositors, while the bank bears the associated risks.

99


https://portal.issn.org/resource/ISSN/2709-4251
https://portal.issn.org/resource/ISSN/2708-8790
https://doi.org/10.56967/ejfb2026569
mailto:ntsaa1998@gmail.com
mailto:saja.fathi@uomosul.edu.iq
mailto:ntsaa1998@gmail.com
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/

Entrepreneurship Journal for Finance and Business (EJFB)
2026, VOL. 07, NO. Special (1), 99-111, E-ISSN: 2709-4251, P-ISSN: 2708-8790
DOI: https://doi.org/10.56967/ejfb2026569

5. The ratio of savings deposits to total deposits had a significant positive impact on the profitability
of Iraqi Islamic banks.

6. The results showed that the ratio of investment deposits to total deposits had a positive and
significant effect on the profitability of Iraqi Islamic banks.

7. Regarding bank-specific control variables, it was found that bank size had a significant negative
impact on the profitability of Iraqi Islamic banks, indicating that smaller Islamic banks are more

capable of generating profits.
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