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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
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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
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