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Abstract:

) This research aims to analyze the impact of bank Credit risk as
Corresponding author: | an independent variable on the returns of investors represented by
Ibrahim R. Hani the free cash flow available to the owner of Common stocker as a
ibrahim.rasool@uomus.edu.iq | dependent variable. To achieve this goal, we used a sample of (20)
Iragi Commercial bank for the period from 2014 - 2020. using
quantitative risk metrics, the study found correlations and adverse
influence between two of dependent variables and positive
correlations and effect with the other variables.
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Conclusions:

1. The inverse relationship between free cash flow and both the non-performing loan ratio and
loss provisions indicates a need for risk management strategies aimed at reducing these two
indicators.

2. The high ratio of non-performing loans in private banks negatively impacted the volume of
credit granted in 2019 and 2020, which may adversely affect the financing of economic
projects and overall economic growth. This is because government financing alone cannot
fulfill this role due to its limited capital compared to private banks (approximately 16% versus
83%).

3. The capital adequacy ratio in Iragi private banks still requires improvement due to the specific
characteristics of the Iragi economy and the flexible standards in credit granting.
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Table 2.1 Structure of the banking system in Irag from 2015-2020

Details 2015 2016 2017 2018 | 2019 2020
Numbers of governments bank 7 7 7 7 7 7
Number of private banks 41 43 44 47 46 43

Number of banks listed on the 23 23 25 24 23 24
Iraq stock exchange

Sources: Central bank of Iraq - General Department of Statistics and research 2014-2020,
miscellaneous years.

2.6 Study variables
Independent Variable Proxies Dependent variable
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Details 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Deposits with governments banks 187 321 |376 |36.7 |421 |59.6 |56
Deposits with the private banks 6.2 7.4 6.9 8.2 10.1 10 9.7
Total of deposits 249 1395 445 449 |522 |69.6 |657
Cash Credit 6.4 11 14 22 26 33 37.6
Government Sector Credit 0.7 0.9 1.6 6.2 17 27 28.5
Private Sector Credit 4.6 8.5 114 145 | 6.7 7.5 7.8
percentage of Gov. Sector Credit 13.3 |9.6 12.3 29.8 |72 79 80
Percentage of Pri. Sector Credit 86.9 90.7 87.6 70.5 28 25 26.7
Total of NPL" 242|298 [ 460 499 1998 |[2412 | 2210
NPL of government banks * 90 157 160 700 893 907
NPL of private banks * 208 303 339 1298 | 1519 | 1303
percentage of NPL for gov banks * 30 34 32 35 37 41
Percentage of NPL for pri. Banks * 70 66 68 65 63 59

(*) NPL: Non — performing loans

Source: Central Bank of Iraq, the General Directorate of Researches, Data 2013- 2020
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Table 3.4 The Results of Multiple Regression Equation

Independent variable Non-standard Coefficients Dependent Variable
B Standard Sig. | Free Cash flow (FCFE)
coefficient error
Constant (Alpha) 21.402 2.483 .000 | R-Squ. F-Statistic
Non-Performing loan -3.740 1.011 .000 | .41 6.341
loan loss provisions -0.826 .018 .001
Total loans to total | .41 0.04 .000
deposits
Capital adequacyd 24 0.021 .006 | 3.06
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