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Conclusions:

Abstract:

This study aims to examine the nature of the relationship between deposit
structure and financial recovery in commercial banks. The sample consisted
of ten Iragi commercial banks during the period 2014-2023, and the
Ordinary Least Squares (OLS) method was applied to analyze the
relationship and effects among the study variables. The findings reveal that
the deposit structure has a significant impact on several financial recovery
indicators, namely return on equity (ROE), return on assets (ROA), capital
adequacy ratio (CAR), and non-performing loans (NPL). The results further
indicate that both savings deposits and time deposits exerted a negative effect
on ROA, reflecting the limited ability of Iraqi banks to allocate depositors’
funds efficiently and generate adequate returns. Conversely, time deposits
showed a clear positive impact on ROE. In addition, all types of deposits
were found to have a positive and significant effect on both NPL and CAR,
suggesting that growth in deposits increases lending activities and
profitability, while also being associated with higher levels of non-
performing loans. The significance of this study stems from the fact that
deposits represent the primary source of funding for commercial banks and
account for the largest share of their resources. However, the distribution of
deposits by type and maturity does not necessarily guarantee financial
recovery, particularly in light of the financial, health, economic, political,
and technological crises that have adversely affected the Iragi banking sector.
Accordingly, the central research question is posed: To what extent does the
deposit structure contribute to strengthening the ability of Iragi commercial
banks to achieve financial recovery ? The study concludes that bank
managements should improve the quality of banking services and adopt both
pricing and non-pricing strategies to attract more stable deposits, while
directing them toward high-quality assets and investments that can enhance
financial performance.

Keywords: Deposit structure, banking recovery, fixed deposits.

1. It is evident that the deposit structure plays a divergent role in enhancing the financial recovery of
Iragi commercial banks, as each type of deposit has its own specific impact, which may either
support or hinder performance.

2. The significant disparity in financial performance indicators among the banks under study reflects a
lack of homogeneity in administrative and credit policies, indicating the absence of a unified
framework for managing deposits and deploying them efficiently.
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3. The association between the increase in deposit volumes and the rise in non-performing loan ratios
confirms that credit expansion does not necessarily coincide with improved risk management; rather,
it may reveal weaknesses in credit controls.

4. Despite the negative effects of certain types of deposits on return on assets, fixed (time) deposits
demonstrated a clear ability to support capital and enhance return on equity, underscoring their
importance in financing long-term investments.

5. The commitment of most banks to acceptable levels of capital adequacy reflects a relative response
to central bank requirements and Basel accords; however, this commitment has not always been
translated into higher operational efficiency or improved asset quality.

6. The gap between liquidity stability and profitability volatility indicates that liquidity management
strategies continue to suffer from weak coordination with employment and investment strategies.
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4l Gijlaal) duag p Laldl) 3 juaal) Alail) <l pdiga A adlagh JSa S il (3) Jgaad)

VARIABLES ROE ROA
1) (2) 3) ) (2) 3)
CUDEP 0.0251 0.0138
(0.0214) (0.00930)
SAVDEP -0.0335 -0.0579***
(0.0293) (0.0128)
FIXDEP 0.07043** -0.0439**
(0.0227) (0.0108)
LIQU 0.0368*** 0.0345*** 0.0332** 0.0224*** 0.0211*** 0.0205***
(0.0132) (0.0123) (0.0135) (0.00704) (0.00656) (0.00713)
SIZE 8.358*** 8.604*** 8.420*** 1.035* 1.170* 1.064*
(1.771) (1.825) (1.768) (0.594) (0.597) (0.591)
Constant -23.53*** -22.22%** -22.41%** -3.633** -2.914* -2.980*
(4.926) (4.606) (4.714) (1.665) (1.620) (1.690)
Observations 100 100 100 100 100 100
R-squared 0.374 0.375 0.364 0.182 0.184 0.163

EViews gl cila jda Ao slaisWl cutfialil) 2ae) (e J g2l
Jlall (ual ) A8 g il g2 gal) B3 g2 i) A uaall Alail) &l piga B adlagh JS AT geilis (4) Jgaad)

VARIABLES CAR NPL
) 2 3) 1) (2 3)
CUDEP 2.3957*** 0.2481***
(0.0492) (0.00728)
SAVDEP 2.2384*** 0.3401***
(0.0619) (0.00922)
FIXDEP 2.3576%** 0.2279***
(0.0539) (0.00790)
LIQU -0.0283 -0.0374 -0.0427 -0.00302 -0.00443 -0.00403
(0.0324) (0.0316) (0.0325) (0.00480) (0.00471) (0.00477)
SIZE -69.53*** -68.69*** -69.21*** -1.921%** -1.849%** -1.926***
(3.165) (3.175) (3.240) (0.469) (0.473) (0.475)
Constant 242 5%** 247 .1%** 246.0*** 6.105*** 6.549*** 6.778***
(8.881) (8.789) (9.264) (1.315) (1.310) (1.358)
Observations 100 100 100 100 100 100
R-squared 0.845 0.844 0.839 0.186 0.173 0.175
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Majallat Jami‘at al-Ba‘th — Silsilat al-‘Ulum
al-Igtisadiyah, 42(6), 53-89.

Faraj, A. M., Al-Samawi, S. B. O., & Faraj,
M. Sh. (2021). Athar istigrar al-wada’i® al-
masrifiyah ‘ala al-ada’ al-mali lil-masarif
al-tijariyah al-libiyah khilal al-fatrah 2001—
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Asmariyah, 34(2), 660-688.
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min al-masarif al-mudrajah fi Suq al-‘Iraq
lil-Awrag al-Maliyah (Unpublished
doctoral dissertation). Kulliyat al-ldarah wa
al-Iqtisad, Jami‘at Karbala’, Iraq.

Ali, R, & Karaza, M. F. (2022). Athar
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Maliyah (Unpublished master’s thesis).
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