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Objectives: The study aimed to examine the relationship
between financial inclusion variables and banking liquidity in
Iraq during the period (2009-2022).

Methods: The study adopted a descriptive approach and a
standard approach based on statistical analysis to determine
the relationship between the variables. The latest econometric
methods were followed. The Autoregressive Distributed Lag
(ARDL) model was used to analyze the relationship between
the research variables using the Eviews:12 program.

Results: The results revealed a positive, direct relationship
between financial inclusion and banking liquidity in Iraq. The
study also concluded that financial inclusion contributes
effectively to the growth of banking liquidity in the Iraqi
economy.

Conclusions: The study results contributed to providing
recommendations for taking measures and procedures to
regulate practices in the banking system and understand the
nature of its contribution to the Iraqi economy by working
to deliver banking services to all segments of society,
especially marginalized and poor groups. This requires
improving the quality of services provided and raising the
efficiency of internet networks used due to their positive role
in growing banking liquidity.

Keywords: banking density; financial penetration; broad money
supply; legal reserve ratio.
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Dependent Variable: LOGM2

Method: ARDL

Date: 06/13/25 Time: 15:07
Sample (adjusted): 2009Q3 2022Q1

Included observations: 51 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): BS BD
Fixed regressors: C

Number of models evalulated: 100

Selected Model: ARDL(2, 1, 1)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*
LOGM2(-1) 1.721298 0.083618 20.58521 0.0000
LOGM2(-2) -0.722970 0.083665 -8.641243 0.0000

BS -0.048804 0.045263 -1.078240 0.2868
BS(-1) 0.066139 0.038273 1.728077 0.0910
BD -0.002903 0.003787 -0.766624 0.4474
BD(-1) 0.004009 0.003025 1.325366 0.1919

C -0.066406 0.125643 -0.528526 0.5998
R-squared 0.998357 Mean dependent var 11.43634
Adjusted R-squared 0.998133 S.D. dependent var 0.256741
S.E. of regression 0.011094 Akaike info criterion -6.037990
Sum squared resid 0.005415 Schwarz criterion -5.772838
Log likelihood 160.9687 Hannan-Quinn criter. -5.936667
F-statistic 4455911 Durbin-Watson stat 1.861004
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model

selection.
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Test Statistic Value Signif. 1(0) 1(1)
F-statistic 2.115403 10% 2.63 3.35
K 2 5% 31 3.87
2.5% 3.55 4.38
1% 413 5

(Eviews:12). galip Sl yima e sLeis¥l d> LI Jos o psal
L 5 a6
Breusch-) ;L (e s Laxe¥L (Auotocorrelation) Il LLad | A aw (o z3sa¥ | 315 00 ST oy Azl S hlasy| IS (1o
(6) Jgu> (s ams (Heteroskedasticity Test: ARCH) slas! (e slaze¥l cpbadl (uils a e A84wg (Godfrey Serial Correlation LM Test:
IS Adlers) Al ell3y «onlall il poe ASChe 5o Vg T Lol 2ae e ilan ¥ Resliall SLAL 39las 235l oo
psiall z3sadl w5 Anie 1S Les asdall asieddl ads UL G (%5) o ST (29 <(0.9615,0.8224) caaly opyliasy)
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.196462 Prob. F(2,42) 0.8224

Obs*R-squared 0.472700 Prob. Chi-Square(2) 0.7895
q q

Ol uilems pue 8SCaw sl |

Heteroskedasticity Test: ARCH

F-statistic 0.039314 Prob. F(2,46) 0.9615
Obs*R-squared 0.083613 Prob. Chi-Square(2) 0.9591

(Eviews:12) malip Olayiea e slore¥l 2Ll Jos (0 2 yusall
(ECM) Uaid! ez 9] sl
# (Prob) alaasdl daially (-0.0016)4aslldly z3seill (CointEq(-1)*) Liginey adlus lasdl memsas dalrs o1 (7) Jgiz 0 ity
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Level Equation

ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
D(LOGM2(-1)) 0.722970 0.074071 9.760494 0.0000
0.722970

D(BD) -0.002903 0.002279 -1.273685 0.2095
D(BS) -0.048804 0.031273 -1.560556 0.1258
CointEq(-1)* -0.001672 0.000556 -3.006417 0.0044
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Level Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
BD 0.661556 4.071596 0.162481 0.8717
BS 10.36463 62.10125 0.166899 0.8682

C -39.70514 308.5966 -0.128664 0.8982

EC = LOGMZ - (0.6616*BD + 10.3646*BS - 39.7051)
- (Eviews:12) ol ol yiee (o slore¥l & Ll Jos oot ysall
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Dependent Variable:E2
Method: ARDL

Date:06/14/25 Time:17:11
Sample(adjusted):2010Q 12022Q 1

Included observations:49 after adiustm ents

Maximum dependent lags:4(Automatic selection)

Model selection method:

Akaike info criterion (AIC)

Dynamicregressors (4 iags, automatic) :c1 c2

Fixed regressors:

Number of model evaluated: 100

Selected Model: ARDL(2.2,4)

Variable Coefficient Std .Error . t-Statistic Prop.
E2(-1) 1.766147 0.089365 19.76329 0.0000
E2(-2) -0.821835 0.092230 -8.910674 0.0000
1 1866.403 685.1366 2.724132 0.0097
C1(-1) -4626.757 1063.397 -4.350924 0.0001
C1(-2) 2328.608 521.4471 4.465664 0.0001
Cc2 53861.38 8809.204 6.114217 0.0000
c2(-1) -109160.3 15473.62 -7.054607 0.0000
C2(-2) 52655.23 9651725 5.455525 0.0000
C2(-3) -3185.448 5203.036 -0.612229 0.5440
C2(-4) 3939.719 2734364 1.440818 0.1578
C 25266.92 21357.21 1.183063 0.2441
R-squared 0.990754 Mean dependent var 92994.16
Adiusted R-squared 0.988320 S.D.dependentvar 13640.63
S.Eof regression 1474171 Akaike info criterion 17.62432
Sum squared resid 82580793 Schwarz criterion 18.04902
Log likelihood -420.7959 Hannan — Quiinn criter 17.78545
F-statistic 407.1741 Durbin —Watson stat 2282874
Prop(F- statistic) 0.000000

b testsdo notaccount for model selection

Note: p-values and any
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Test Staitstic Value Signif 1(0) 1(1)
F-statistic 2.753533 %10 263 335
K 2 %5 31 3.87
%2.5 3.55 4.38
%1 413 5
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags
F-statistic 1.029917 Prob. F(2,36) 0.3673

Obs*R-squared 2651925 Prob. Chi-Square(2) 0.2655
bl uilens pue A las |

Heteroskedasticity Test: ARCH

F-statistic 0.338952 Prob. F(2,44) 0.7144
Obs*R-squared 0.713137 Prob. Chi-Square(2) 0.7001
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ECM Regression

Case2: Restricted Constant and No Trend

Variable Cofficient Std.Error t-Statistic Prop.
D(LR(-1)) 0.821835 0.075705 10.85572 0.0000
D(BS) 53861.38 12818.128 6.802288 0.0000
D(BS(-1)) -53409.50 7828.410 -6.822521 0.0000
D(BS(-2)) -754.2711 3069.053 -0.245767 0.8072
D(BS(-3)) -3939.719 2564.099 -1.536493 0.1327
D(BD) 1866.403 600.3807 3.108699 0.0036
D(BD(-1)) -2328.608 476.7874 -4.883954 0.0000
CointEq(-1)* -0.055688 0.016154 -3.447270 0.0014

-(Eviews:12) maliy aila s (o s Leae¥l Ao L) Jos (0 2 posal]
LS (ppiiel) Adleasd) dogall Yy Lgina clla oF doghall U2¥1 3 cladall o 28Nl 25 g @) (14) Jouz (0 oy
B D 31yall @ g}*‘-"'-” L_Jal.g.bY‘ ELLN ailly daad) olpaall o s,k 48Me cllia o) L‘gl (%5) U.A}«Si éj.pi\ sLadY g 48, 1)
Lz



636 (20222009506 Flyall § ol ¢ Uil Wpias § JUI gl i
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ECM Regression

Case2:Restricted Constant and No Trend

Variable Cofficient Std.Error t-Statistic Prop.
BS -33929.04 51708.36 -0.656162 0.5157
BD -7752.969 5782.662 -1.340726 0.1880
C 453723.4 348530.9 1.301817 0.2008

EC=LR-(-33929.0416*BS-7752.9686*BD+453723)
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