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Pedroni Residual Cointegration Test

Series: Y1 Y2 DX1 DX2

Date: 08/30/22 Time: 10:11

Sample: 2014 2020

Included observations: 35

Cross-sections included: 5

Null Hypothesis: No cointegration

Trend assumption: No deterministic intercept or trend

Automatic lag length selection based on SIC with a max lag of 0

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic Prob.

Panel v-Statistic -1.279256 0.8996 -1.155692 0.8761

Panel rho-Statistic 1.005460 0.8427 0.928348 0.8234

Panel PP-Statistic -0.486175 0.3134 -1.047256 0.1475

Panel ADF-Statistic -0.487621 0.3129 -1.029302 0.1517

Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.

Group rho-Statistic 2.120481 0.9830

Group PP-Statistic -3.267153 0.0005

Group ADF-Statistic -2.170590 0.0150

Cross section specific results

Phillips-Peron results (non-parametric)

Cross ID AR(1) Variance HAC Bandwidth Obs

1 0.263 10.08787 10.16267 1.00 5
2 -0.535 0.011332 0.003023 4.00 5
3 -0.379 5.946785 5.048057 2.00 5
4 -0.062 3.741269 4.193354 1.00 5
5 -0.213 0.014157 0.014157 0.00 5

Augmented Dickey-Fuller results (parametric)

Cross ID AR(1) Variance Lag Max lag Obs

1 0.263 10.08787 0 0 5
2 -0.535 0.011332 0 0 5
3 -0.379 5.946785 0 0 5
4 -0.062 3.741269 0 0 5
5 -0.213 0.014157 0 0 5
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Dependent Variable: Y1

Method: Panel Least Squares

Date: 08/30/22 Time: 10:23

Sample (adjusted): 2015 2020

Periods included: 6

Cross-sections included: 5

Total panel (balanced) observations: 30

Variable Coefficient Std. Error t-Statistic Prob.
DX1 2.368308 1.349980 1.754329 0.0964
DX2 -21.90704 14.72543 -1.487702 0.1541

C 3.255687 0.486288 6.694982 0.0000
Effects Specification
Cross-section fixed (dummy variables)
Period fixed (dummy variables)

Root MSE 2.056138 R-squared 0.613602
Mean dependent var 3.307000 Adjusted R-squared 0.377470
S.D. dependent var 3.364313 S.E. of regression 2.654462
Akaike info criterion 5.079536 Sum squared resid 126.8311

Schwarz criterion 5.640015 Log likelihood -64.19304
Hannan-Quinn criter. 5.258838 F-statistic 2.598553
Durbin-Watson stat 2.118605 Prob(F-statistic) 0.034946
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Dependent Variable: Y2

Method: Panel Least Squares

Date: 08/30/22 Time: 10:26

Sample (adjusted): 2015 2020

Periods included: 6

Cross-sections included: 5

Total panel (balanced) observations: 30

Variable

Coefficient

Std. Error

t-Statistic

Prob.

DX1

2.607274

1.264084

2.062579

0.0539
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DX2 -15.30820 13.78849 -1.110216 0.2815
C 3.801430 0.455347 8.348434 0.0000
Effects Specification
Cross-section fixed (dummy variables)
Period fixed (dummy variables)
Root MSE 1.925311 R-squared 0.555208
Mean dependent var 3.869667 Adjusted R-squared 0.283390
S.D. dependent var 2.936189 S.E. of regression 2.485566
Akaike info criterion 4.948053 Sum squared resid 111.2047
Schwarz criterion 5.508532 Log likelihood -62.22079
Hannan-Quinn criter. 5.127355 F-statistic 2.042574
Durbin-Watson stat 2.214078 Prob(F-statistic) 0.086177
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THE EFFECT OF FINANCIAL LEVERAGE ON BANKING PROFITABILITY
"AN ANALYTICAL STUDY OF A SAMPLE OF PRIVATE BANKS LISTED IN THE IRAQ
MARKET FOR SECURITIES"

ARAZ MOHAMMED RASHID OMER and DILER SALEEM ALI
Dept. of Accounting, College of Administration and Economics, University of Duhok,
Kurdistan Region-Iraq

ABSTRACT

This research aims to study the effect of financial leverage on the banking profitability of Iragi private
banks listed in the Iraqi stock market from the period (2014-2020). This research’s independent variables
are the debt and loan-to-equity ratios. The sample used in this study is five private Iraqi banks listed on
the Iraq Stock Exchange for seven years. The Panel Data model was used to identify the influence
relationship between the study variables according to Eviews10 programs. As represented by (the rate of
return on assets and the rate of return on equity), the higher the leverage ratio, the higher the profitability
index. We also showed that the debt ratio positively affects the return on assets and the return on equity.
To enhance their financial performance, the study suggested that Iraqgi private banks raise the degree of
financial leverage to obtain returns on their assets or shareholders by choosing the degree of financial
leverage that serves their investments. As a result, it has a positive impact on their financial results.

KEYWORDS: Financial Leverage, profitability, Banks.

Appendices list
a,g)\}&:.d‘}“ @Lu
Null Hypothesis: Unit root (common unit root process)
Series: D(X1)
Date: 08/30/22 Time: 09:52
Sample: 2014 2020
Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Total (balanced) observations: 20

Cross-sections included: 5

Method Statistic Prob.**
Levin, Lin & Chu t* -3.27372 0.0005
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Null Hypothesis: Unit root (common unit root process)

Series: D(X2)

Date: 08/30/22 Time: 09:58

Sample: 2014 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Total (balanced) observations: 20

Cross-sections included: 5

Method Statistic Prob.**
Levin, Lin & Chu t* -3.89048 0.0001
Null Hypothesis: Unit root (common unit root process)
Series: Y1
Date: 08/30/22 Time: 09:59
Sample: 2014 2020
Exogenous variables: None
User-specified lags: 1
Newey-West automatic bandwidth selection and Bartlett kernel
Total (balanced) observations: 25
Cross-sections included: 5
Method Statistic Prob.**
Levin, Lin & Chu t* -2.33386 0.0098
Null Hypothesis: Unit root (common unit root process)
Series: Y2
Date: 08/30/22 Time: 10:00
Sample: 2014 2020
Exogenous variables: None
User-specified lags: 1
Newey-West automatic bandwidth selection and Bartlett kernel
Total (balanced) observations: 25
Cross-sections included: 5
Method Statistic Prob.**
Levin, Lin & Chu t* -3.11738 0.0009
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