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Abstract
The current study aimed to measure the concentration level in the

loan portfolio across economic sectors in Iraqi commercial banks and its
impact on financial stability. The study analyzed data from nine banks for
the period 2016 - 2022. We employed the Hirschman-Herfindahl Index to
measure the concentration in the loan portfolio and the z-score value to
measure financial stability. The robust multiple regression model was
used to explore the effect of sectoral loan concentration on stability. The
results indicated that, on average, the loan portfolios of Iraqi commercial
banks are highly concentrated. This high concentration is attributed to
these banks investing their funds in specific economic sectors such as
trade, individual loans, and real estate. Additionally, the results revealed
a positive and significant effect of concentration in the loan portfolio on
the value of the z-score, suggesting that the sectoral loan concentration
could enhance the financial stability of the Iraqi commercial banks. Based
on study findings, it is recommended that Iraqi commercial banks be
encouraged to increase the volume of funds allocated to lending activities,
as lending represents a fundamental banking function that supports
various economic sectors and contributes to achieving sustainable
economic development in the country.

Keywords:
Loan portfolio concentration, Financial stability, Iraqi commercial

banks, Z-Score Value, Hirschman-Herfindahl Index (HHI)
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Variables Z-score HHI EQA SIZE NPL OEA NIIN LOANA ROE
Z-Score 1.000
HHI 0.1312 1.000
0.3903
EQA 0.446* 0.3271* 1.00
0.0021 0.0089
SIZE -0.3776%* -0.3421%* -0.8987* 1.00
0.0106 0.0061 0.000
NPL -0.0188 -0.0471 -0.0635 0.0240 1.000
0.9072 0.7404 0.6548 0.8657
OEA -0.2815 0.0048 -0.1367 0.0704 0.0170 1.00
0.0610 0.9702 0.2853 0.5834 0.9049
NIIN 0.1515 0.0171 0.1846 -0.1161 0.3801%* -0.0798 1.000
0.3204 0.8944 0.1475 0.3647 0.0054 0.5344
LOANA -0.1202 0.2068 -0.0790 0.1247 -0.5822% 0.0945 -0.3243%* 1.000
0.4315 0.1039 0.5380 0.3302 0.0000 0.4613 0.0095
ROE -0.4073* 0.0643 -0.4129% 0.5765* 0.0478 0.0118 0.0569 0.1386 1.000
0.0055 0.6167 0.0008 0.0000 0.7367 0.9266 0.6579 0.2788

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (91 ,J| auoui

268

pp: (253-271) .yo < June 2025 vl > (No. (146) g Vol (44) ew

.Stata-15 3 sl dae nll gl A AL cfialll shae) e Jgaal)




e iVl e Lo i)l abbsxo 3S 50 il
QYIS .V V.C 7]

Al all Ao 480 ) 4y jlal) Cajlaall Il ) ) 8 el Sl S 5 (5) Jgsad)

Dependent Variable: Lnz-score
Variable Coef Prob.
C -12.4746 0.096
HHI 0.0047 0.009
EQA 0.0148 0035
SIZE 1.581 0.053
NPL -0.00122 0.831
OEA -0.0104 0.893
NIIN -0.0028 0.239
LOANA -0.005 0.280
ROE -0.05931 0.017
Root MSE 0.31145
R-squared 33.48
F-statistic 3.90
Prob(F-statistic) 0.0026
Obs. 63

Stata-15 gl cls 3a Sle daie YU sl sl G Jpanl

References

- Arabic References
(SR b — ladi j8) £ paialidiials o 5 il hidns 5 5175 JS ficsde flaie(2019) c2ems puld 0 g
MBI TS PP PPN s(‘é_)w‘):\s: _).\.\MALAAJL&J) cu_).a.q.//a_).éb.a‘;_?.rlc‘fk: Lad il 4
- Arabic References are presented in Roman script (translated)

Hammod, Q. M. (2019). Analysis of concentration rang and diversification of the loan
portfolio using the (Herschmann-Herfndal) Model and their impact on the
Banks return and risk: An applied study on a sample of Iraqi commercial banks

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (91 J| auoii

269 pp- (253-271) .yo < June 2025 vl s> (No. (146) ¢ Vol (44) ew



e iVl e Lo i)l abbsxo 3S 50 il
QYIS .V V.C 7]

for the period (2006-2017). Unpublished master thesis. University of Karbala,
Iraq.

- English References

Abdullah, N. F., & Khalaf, W. J. (2022). Analysis of the Credit Portfolio Concentration
and the Tools to Limit Its Risks: An Applied Study on the Iragi Commercial
Banks (2010-2019). Journal of Positive Psychology and Wellbeing, 6(2), 38-
48. Retrieved from https://journalppw.com/index.php/jppw/article/view/1625

Adzobu, L.D., Agbloyor, E.K. and Aboagye, A. (2017). The effect of loan portfolio
diversification on banks’ risks and return: Evidence from an emerging
market. Managerial Finance, 43(11), pp.1274-1291.
https://doi.org/10.1108/MF-10-2016-0292

Alktrani, S. H. M., & Talib, K. H. (2021). Impact of Concentration and Diversity of
Loan Portfolio on The Bank Equity Return: A Cross Country Analysis. Turkish
Journal of Computer and Mathematics Education, 12(7), 1950-1962.
https://doi.org/10.1108/MF-10-2016-0292

Beck, T., De Jonghe, O., & Mulier, K. (2022). Bank sectoral concentration and risk:
Evidence from a worldwide sample of banks. Journal of money, credit and
banking, 54(6), 1705-1739. https://doi.org/10.1111/jmcb.12920

Beck, Thorsten and De Jonghe, Olivier and De Jonghe, Olivier. (2013). Lending
Concentration, Bank Performance and Systemic Risk: Exploring Cross-
Country Variation. World Bank Policy Research Working Paper No. 6604,
Available at SSRN: https://ssrn.com/abstract=2326780

Chen, Y., Wei, X., & Zhang, L. (2013). A new measurement of sectoral concentration
of credit portfolios. Procedia Computer Science, 17, 1231-1240

Ece, O., & Cadirci, B. D. (2022). The Effect of Loan Portfolio Concentration Level on
Financial Stability and Performance: A Comparative Analysis in Dual Banking
System. Journal of Economic  Policy  Researches, 9(2), 523-556.
https://doi.org/10.26650/JEPR1117478

Financial reports and annual balance sheets of Iraqi commercial banks — the study
sample — for the period 2016-2022, Iraqi Securities Commission
WWW.iSC.goVv.iq.

Gkoumas, N. C., Leledakis, G. N., Pyrgiotakis, E. G., & Androutsopoulos, I. (2025).
Bank competition, loan portfolio concentration and stock price crash risk: The
role of tone ambiguity. British Journal of Management, 36(1), 323-341.
https://doi.org/10.1111/1467-8551.12850

Kusi, B. A., Adzobu, L., Abasi, A. K., & Ansah-Adu, K. (2020). Sectoral loan portfolio
concentration and bank stability: Evidence from an emerging
economy. Journal  of  emerging  market  finance, 19(1),  66-99.
https://doi.org/10.1177/0972652719878597

Koech, W. K. (2018). The Relationship Between Loan Portfolio Sectoral
Concentration and Credit Risk of Commercial Banks in Kenya, (Doctoral
dissertation), University of Nairobi, Kenya.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (91 J| auoii

270 pp- (253-271) .yo < June 2025 vl s> (No. (146) ¢ Vol (44) ew


https://journalppw.com/index.php/jppw/article/view/1625
https://doi.org/10.1108/MF-10-2016-0292
http://dx.doi.org/10.1108/MF-10-2016-0292
https://doi.org/10.1111/jmcb.12920
https://ssrn.com/abstract=2326780
https://doi.org/10.26650/JEPR1117478
http://www.isc.gov.iq/
https://doi.org/10.1111/1467-8551.12850
http://dx.doi.org/10.1177/0972652719878597

e iVl e Lo i)l abbsxo 3S 50 il
QYIS .V V.C 7]

Kumanayake, M. S., Gunarathne, Y. M. C., & Deyshappriya, R. (2019). Impact of loan
portfolio diversification on performance of commercial banks in Sri Lanka.
Journal of Management and Tourism Research, 2(1), 32-48.

Lakshan, P. A. S., & Dewasiri, N. J.(2024). Impact of Loan Portfolio Diversification
on Financial Stability of Commercial Banks in Sri Lanka. Contemporary Issues
in Finance Vol. 05 Department of Accountancy & Finance, Sabaragamuwa
University of Sri Lanka. Retrieved from
http://repository.rjt.ac.lk/handle/123456789/3126

Simpasa, A., & Pla, L. (2016). Sectoral credit concentration and bank performance in
Zambia. African Development Bank Group, 245(245), 25. Retrieved from
https://ideas.repec.org/p/adb/adbwps/2354.html

Shijaku, G. (2017). Does concentration matter for bank stability? Evidence from the
Albanian banking sector. Journal of Central Banking Theory and
Practice, 6(3), 67-94. https://doi.org/10.1515/jcbtp-2017-0021

Samarasinghe, R. D. A. D., & Weerasinghe, W. D. J. D. (2020). Impact of Loan
Portfolio Diversification on Performance of Commercial Banks in Sri Lanka,
9 th Students’ Research Symposium. University of Kelaniya, Sri Lanka.

Tabak, B. M., Fazio, D. M., & Cajueiro, D. O. (2011). The effects of loan portfolio
concentration on Brazilian banks’ return and risk. Journal of Banking &
Finance, 35(11), 3065-3076. https://doi.org/10.1016/j.jbankfin.2011.04.006

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (91 J| auoii

271 pp- (253-271) .yo < June 2025 vl s> (No. (146) ¢ Vol (44) ew


http://repository.rjt.ac.lk/handle/123456789/3126
https://ideas.repec.org/p/adb/adbwps/2354.html
https://doi.org/10.1016/j.jbankfin.2011.04.006

