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STRESS TESTS AND SHOCK SCENARIOS: AN INTRODUCTION TO BUILDING A MODEL
FOR THE IMPACT OF FINANCIAL FACTORS IN PREDICTING BANKING RISKS:
A COMPARATIVE STUDY OF A SAMPLE OF COMMERCIAL BANKS IN IRAQ,
QATAR, USA FOR THE PERIOD 2011-2021

HozAN TAHSEEN TAQWEEQ and SAAD FADHEL ABBAS
Dept. of Financial and Banking Sciences, College of Administration and Economics, University of Duhok,
Kurdistan Region-Iraq
Dept. of Business Administration, College of Administration and Economics, University of Duhok,
Kurdistan Region-Iraq

ABSTRACT

The research aimed to use the stress test on a number of financial factors and banking risks, and through the
implementation of shock scenarios of different severity, by applying data on a sample of three banks in Irag, Qatar
and the United States of America for the period from 2011 to 2021. The research came in an attempt to study the
reasons for the failure of the commercial banks From slipping into financial crises, or at least the failure of risk
management in commercial banks to mitigate the effects of financial crises and shocks by building predictive models
that help in early detection, stress tests were used to apply counter-scenarios, which were developed for the purposes
of the current research, and data methodology was used Panel data for the purposes of standard analysis and then
develop regression models to predict the impact of financial factors in assessing banking risks. The results obtained
from the statistical programs (EXCEL), (SPSS V.26), (EViews V.12) indicated that the banks in the sample were
exposed to both liquidity risks and credit risks, but they were not exposed to capital risks, according to the approved
scenarios. The most important recommendations were that the surveyed banks seek to adopt a state of balance
between investing deposits and expanding credit and providing loans to mitigate and hedge their levels of non-
performing loans, which medium and high-intensity stress tests revealed the possibility of exposing those banks to a
number of risks.

Keywords: stress tests, shock scenarios, financial factors, liquidity risk, capital risk, credit risk.
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