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Abstract

Purpose-The research aims to find the role of the financial structure balance
in ensuring the financial health of Iraqi banks.

Design/ methodology/ approach- The current study is an analytical study;
it uses different indicators (metrics) for the financing structure, represented
by financing with ordinary shares (equity), financing with retained earnings,
financing with debts, and financing with deposits. Moreover, measures of
net current assets, accumulated profits employment, real production
capacity, and the value of expected bankruptcy were used as measures of
financial health. Data were collected from 20 banks listed on the Iraq Stock
Exchange as a sample for the study out of 44 banks for the period from 2015
to 2020; the study also adopted two financial hypotheses: the first financial
hypothesis was that the banks of the study sample depend in their
operational actions on balanced financing structures, and the second
hypothesis states that the banks in the study sample enjoy financial health
systems that make the avoid various financial problems in the future. The
statistical hypothesis, states that there is a significant influence relationship
between the budget of the financial structure and ensuring financial health.
Findings -The study concluded that all Iraqi banks do not have financial
health systems.

Recommendations -The banks that do not have Financial health (Gulf
Commercial Bank, Al-Atta Bank, Al-Mansour Bank, Baghdad Bank,
International Development Bank, and Region Trade Bank) must rely on a
balanced financing mixture that depends basically on financing with
ordinary shares (equity) to improve their financial health.

Keywords
Financial Structure, Financial Health, Balanced Financing Mixture,
Expected Bankruptcy.
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The Role of Financial Structure .........

1. INTRODUCTION:

Represents the topic of financing structure is of the topics that occupy the interest
of a great deal of the researchers as it is an important source of financing the activities
of the banking sector. This interest has increased recently because it is a double-edged
sword as it can be a factor in the success or failure of the bank. The financial structure
in the financial statements is represented on the left side of the balance sheet as it
includes ownership rights (internal financing) and short and long-term liabilities
(external financing).

In the modern trends to manage and reduce financial risks, banks seek to achieve
a balance between internal and external sources and reach the optimal level of financing
that helps to make the right decisions to achieve the maximum amount of profits in
return for the minimum amount of risks and thus enhance the bank performance, which
has become what is known as the financial health. Hence, working on balancing the
financial structure and reaching the optimum level of it avoids falling into risks,
avoiding exposure to any financial crisis, and maintaining financial health.

The term (financial health) refers to the bank's financial situation, which helps it
to overcome crises because achieving financial balance is necessary in times of crisis,
yet, it needs more effort and work to overcome feelings of anxiety and deal with the
financial situation in a rational manner.

The current study is very important as it helps to identify the sources of financing
that affect the financial health of the investigated Iraqi banks and to determine the risks
that these banks may be exposed to.

The problem of the current study is one of the important problems to be tackled
because the financial structure has an important role in making critical decisions for
any financial institution. Which exposes it to financial deterioration or even bankruptcy
(regulatory death), so this study came to know the ability of the study sample banks to
generate profits and reduce cases of collapse because of financial risks. )) and several
sub-questions emerge from it, represented by the size of the impact that balancing the
financial structure plays in supporting and promoting the financial health of the study
sample banks. Do the study sample banks enjoy a financially healthy situation? Do the
banks of the study sample adopt periodic reviews to examine their financial health
system? Therefore, this study came for providing some appropriate solutions to avoid
such risks and to confront financial imbalances and problems by balancing the sources
of funding, which represent a mixture of owned financial and borrowed financing, to
reach the optimal combination that helps to achieve financial health.

2. LITERATURE REVIEW:

Before addressing the concept of the financial structure, it is necessary to clarify
the concept of the capital structure, which represents a part of it; (Mubeen, et al., 2020,
p. 5) described it as an external source of funding through which the institution can
obtain more money. (Fauziah & Rafiqoh, 2021, p. 17) Shared the same opinion as he
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The Role of Financial Structure .........

described it as the financial ratio of the institution, which is between long-term debt
and capital. Based on the above, the researchers define the capital structure as being
the total of long-term debt and ownership rights, it is considered as the permanent
financing that is used to finance the assets of the institution, as the capital structure is
used to finance long-term assets only, which is what distinguishes it from the financial
structure that (Hui, et al., 2017, p. 399) defined as a mixture of capital and debt, but in
different proportions. While (Zakaria & Salawa, 2020, p. 1) added to the above by
saying that the financing structure is nothing but a mixture of debt and equity that is
used by the institution to finance its activities and investments. Thus, it is clear to us
that the financial structure is represented on the left side of the balance sheet, through
which the assets of the institution are financed, meaning that it includes the total short
and long-term liabilities and property rights that are used to finance the activities and
projects of the institution. (Bertuah & Budiati, 2020, p. 13), has indicated that the
optimal financial structure is the ratio between the value of debt and ownership that
can contribute to increasing the institution's share price. The researchers believe that
balancing the financial structure of any financial institution can only be done by
adopting that harmonious mixture of financial sources in which the cost of financing is
at its lowest, and, in return, the value of the institution is at its highest because of its
profitable operations.

Many theories dealt with the structure of finance, the most important of these
theories is the theory of Modigliani and Miller, when (Brigham & Houston, 2017, p.
474) pointed out that this theory began when (Modigliani & Miller) published their
article, which was considered one of the most influential financial articles, and based
on some assumptions, such as the absence of taxes or bankruptcy costs. As for the
barter theory, (Fabozzi & Peterson, 2003, pp. 617-618) indicated that this theory
explained some differences in the financing structure, as it indicated that companies
that have a larger percentage of fixed assets tend to have a small percentage of debt in
financing their assets, meaning that they do not prefer to bear any debts. While
(Setiono, et al., 2017, p. 134) described this theory as a set of debt and ownership rights
through which a balance can be achieved between tax benefits on debt and costs in the
case of using debt that will be chosen by the management of the institution. The signal
theory (Ehrhrdt & Brigham, 2011, p. 602) referred to a theory that managers have more
information that enables them to predict the free cash flow of the company, compared
to investors, this disparity in information between managers and investors is called
information asymmetry. As for the agency theory (Bodie, et al., 2013, p. 8) believe that
this theory arises due to a conflict of interest between shareholders and managers who
have been appointed as their agents and who pursue their interests and goals at the
expense of the interests of shareholders. The researchers see that many theories dealt
with the structure of financing, each based on assumptions such as the theory of
Modigliani and Miller, which assumed the absence of taxes or bankruptcy costs,
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indicating the necessity for financing to begin from the most preferred on, that is to say
from the internal financing, it also stressed the need to resolve conflicts between owners
and managers.

Financial health is one of the modern and important topics in the field of financial
management and it is necessary to delve into it to assess the financial situation enjoyed
by institutions by identifying the most important concepts related to financial health,
as some different definitions and concepts dealt with this topic and occupied the interest
of many writers and researchers. (Stefko, et al., 2019, p. 153) Believe that financial
aspects are one of the main factors in the process of developing the institution, and
knowledge related to financial health can help it thrive in a highly competitive market,
while the decline in profits indicates that the institution loses its ability to compete.
(Kliestik, et al., 2020, pp. 74-87) indicated that financial health is one of the best
indicators of the ability of the institution to grow in the long term and its success in the
competitive market, as institutions that have good financial strategies can enjoy a
competitive advantage and can help to assess its future development and avoid
financial risks. While (Weida, et al., 2020, p. 1) exhibit that financial health is an
expression of the institution’s ability to manage expenses, prepare for, and recover
from financial shocks. (Popa, et al., 2020, p. 2) Expressed it as a term used to describe
the economic and financial situation of the institution through its use of modern
technologies and mechanisms that would contribute to the development of its services
and thus maximize its profitability. (Risley, 2020, p. 298) Believes that achieving
effective and advanced budgets is the cornerstone that the institution lays to achieve
good financial health for it by developing plans and programs through which
employees can know how they can contribute to ensuring the financial health of the
institution. referred to financial health that it means the ability of the institution to
balance the changing conditions in the environment and all participants in the business,
as it reflects its health in financial aspects, including profitability, liquidity, and
financial, and that the main source of financial health information is the financial
statements of the institution and can be determined using the ratio Solvency (Fachrudin,
2021, p. 24). Based on the foregoing, it can be said that financial health is necessary
for any financial institution, as it represents the basis that shows the extent to which the
institution can use its resources efficiently, as well as its ability to generate profits with
minimal risks.

3. Relationship of balancing the financial structure to financial health

The researchers believe that the financial structure is one of the important decisions
in the field of financial management, and it has a major role in influencing the level of
the institution’s performance and the consequent status of its financial health, as it is
possible to compare between short-term sources of financing and long-term sources of
financing and access to the optimal level of financing that would maximize the wealth
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of Shareholders and raise the level of the institution for the better and maintain its
sustainability for the longest possible period. That balancing the financing structure has
a major role in achieving and ensuring the financial health of the institution, which can
only be achieved through the optimal combination that achieves the highest return with
the lowest level of risks, as well as through optimal financing that can be Predicting
the cases of bankruptcy that the institution may face in the future and knowing the risks
(financial health setback) that it may encounter and work to avoid them and avoid
slipping in them. Therefore, hypothetically that financial health can be reached by
making an optimal synthesis of the financing structure of any institution.

4. DATA AND METHODOLOGY:

The measures tools shown in table (1) will be used for the independent variable
(financing structure):
Table (1) Financing Structure Balance measures

Reliable sources for
determining the
measure

The measure Mathematical equation

Ordinary stocks paid Capital
Rﬁn?‘ncz(eqmw - total assets (Ezeoha, 2011)&
etamp earnings etained earnings (AbuTawahina, 2015)
finance total assets &

total liabilities

total assets
deposit

Debt finance

(Brigham & Houston,
2020)

Denosit f
eposit finance Total Liabilities and Equity

Source: Prepared by the researchers based on the sources mentioned therein.

As for the measurement tools used in measuring the dependent variable (financial
health), they are clarified in Table (2):

Table (2) Measures of Financial Health

The scale Reliable sources for

Mathematical equation

determining the scale

Current Assets Net

net working capital

total assets

Employing the
accumulated profits

accumulated profits

total assets

Real productive
capacity

Earnings before interest and tg

total assets

(Bezhanishvili &
Henderson, 2009)&
(Saunders & Cornett,
2014)& (Sinku &
Kumar, 2014) &
(Karim, et al., 2021)
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The scale Mathematical equation Rellab.l ¢ sources for
determining the scale
Expected bankruptcy equityBook value
value total liabilities

Source: Prepared by the researchers based on the sources mentioned therein.

It should be noted that the final value of the financial health variable resulting from
the above four measures can be reached through the following equation:
financial health = 6.56, + 3.265 + 6.72¢ + 1.05p
The results of this variable depend on the following standard values:
1) If the index value is less than (1.23), it is an indication of the lack of financial health

in the institution.

2) If the index value is between (1.23) and (2.9), it is an indication of the financial
health of the institution, but it is weak and it may be exposed to bankruptcy in the

next two years if it is not addressed.

3) If the value of the index is greater than (2.9), it is an indication of the existence of
financial health in the institution and that it does not suffer from financial problems
at present.

5. RESULTS AND DISCUSSION:

This paragraph discusses the financial analysis of the study sample. As it is clear
from Table (3), most of the surveyed banks prefer to rely on finances with ordinary
shares (equities) to finance their assets, while others prefer to rely on debts. For
example, (Trans Iraq) bank achieved the highest percentage of financing by equity
(73.65%) compared to the rest of the other sources of financial structure, followed by
Sumer bank, which achieved (68.49%), then Elaf bank (65.24%), Al-Mosul Bank
(63.19%), as well as the banks of Ashur, Commercial Bank, The United and Al-Credit
banks who depend on ordinary shares(equity) to finance their assets, while others
preferred to rely on debt finance and deposit finance, for example, the Bank of Baghdad
achieved the highest percentage of debt finance, which amounted to approximately
(77.60%) compared to other finance structure indicators.
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Table (3) Financial Structure indexes

Ordinary | retained .
. debt | Deposit
n. Bank of Name stocks | earnings Average
finance | finance
finance finance
1 | Ashur BANK 59.93% | 152% | 37.58% | 28.64% | 31.92%
2 | AL-Atta Islamic Bank 4438% | 0.60% |5550% | 27.31% | 31.95%
3 | Bank of Baghdad 2047% | 1.12% | 77.60% | 68.51% | 41.93%
4 | Commercial Bank of Iraq 5496% | 420% | 37.58% | 31.35% | 32.02%
5 | Credit Bank of Iraq 4791% | 659% | 41.54% | 34.11% | 32.54%
6 | Elaf Islamic Bank 65.24% | 0.83% | 32.23% | 1826% | 29.14%
7 | Gulf Commercial Bank 4831% | 1.61% | 4959% | 42.66% | 35.54%
8 g;i{(na“"“al development 33.64% | 2.01% | 63.53% | 52.18% | 37.84%
9 | Investment Bank of Iraq 44.07% 2.08% | 51.24% | 43.11% | 35.13%
10 | Iraqi Islamic Bank 45.81% 1.90% | 50.65% | 31.09% | 32.36%
1 gﬂ“ta‘l International Islamic | 5 105 | 5349, | 48.85% | 36.25% | 31.41%
12 | AL-Mansour Bank For 19.56% | 042% | 77.45% | 74.45% | 42.97%
Investment
13 gzgiMlddle East Investment | 30 210, | 1976% | 60.73% | 44.88% | 40.52%
14 | Mosul Bank for Development | o2 100 | (950, | 33.199% | 25.08% | 30.60%
& Investment
15 | National Bank of Iraq 4030% | 1.81% |5572% | 37.29% | 33.78%
16 | National Islamic Bank 41.34% 2.00% 53.66% | 23.66% | 30.17%
17"| Region Trade Bank for 37.87% | 2.87% |58.89% | 0.45% | 25.02%
Investment and Finance
18 | Sumer Commercial Bank 68.49% 2.25% 27.01% | 19.90% | 29.41%
19| Trans Iraq Bank For 73.65% | 043% |23.88% | 17.60% | 28.89%
Investment
20 | The United Bank 52.83% | 027% | 45.61% | 23.98% | 30.67%
Average 46.69% | 2.93% | 49.10% | 34.04% | 33.19%
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Source: Prepared by the researchers based on the annual reports of banks.

Table (4) shows us the percentage of the ownership structure of the banks in the
study sample. We note that most of the banks preferred to rely mainly on financing
with ordinary shares and then rely on Financial with debts and then deposits and finally
relying on self-financing; these banks are (Trans Iraq, Ashur, Commercial Bank, Al-
Credit, Elaf, Sumer and The United). The second section of banks preferred relying on
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debt finance, then financing with ordinary shares (equity), finance with deposits, and
self-financing such as( National, Iraqi Islamic, Al- Investment, Al-Atta, Al-Gulf
Commercial, and Al- National Islamic). Some other banks prefer to rely on debt finance

and then rely on self-finance, and the last source is relying on deposit finance .Based

on the foregoing results of the financial structures financial analysis adopted by the
banks within the current study sample, the first main hypothesis which states (that the
banks of the study sample depend in their operational actions on balanced financial
structures ), is rejected due to their reliance on different combinations of financial

structures according to its investment plans and financial policies.

Table (4) Ownership Structure Rat

Ordinary

retained

n. Bank of Name stocks earnings debt Deposit total
finance | finance | percentage
finance finance

1 | Ashur BANK 46.94% 1.19% 29.44% | 22.43% 100%

2 | AL-Atta Islamic Bank 34.73% 0.47% 43.43% | 21.37% 100%

3 | Bank of Baghdad 12.20% 0.67% 46.28% | 40.85% 100%

4 Icr;)qmmemal Bank of | 9100 | 328% | 2034% | 24.48% | 100%

5 | Credit Bank of Iraq 36.81% 5.06% 31.92% | 26.21% 100%

6 | Elaf Islamic Bank 55.97% 0.72% 27.65% | 15.67% 100%

7 | Gulf Commercial Bank 33.98% 1.13% 34.88% | 30.01% 100%

g | International 2223% | 133% | 41.98% | 34.47% | 100%
development Bank

9 | Investment Bank of Iraq 31.37% 1.48% 36.47% | 30.68% 100%

10 | Iraqi Islamic Bank 35.39% 1.47% 39.13% | 24.02% 100%

| Kurdistan International | g 500 | 4259, | 3889% | 28.86% |  100%
Islamic Bank

1 | AL-Mansour Bank For |y 300 | 0249, | 4506% | 4331% |  100%
Investment

13 [Iragi  Middle  Bast| o) gsq0 | 12199 | 37.47% | 27.69% | 100%
Investment Bank
Mosul Bank for

14 | Development & 51.63% 0.75% 27.12% | 20.50% 100%
Investment

15 | National Bank of Iraq 29.83% 1.34% 41.24% | 27.60% 100%

16 | National Islamic Bank 34.26% 1.66% 4447% | 19.61% 100%

17 | Region Trade Bank for | 57 ¢/ 2.87% | 58.84% | 0.45% 100%

Investment and Finance
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Sarhan& Al-Ali

Ordinary | retained debt Deposit total

n. Bank of Name stocks earnings
finance | finance | percentage
finance finance
18 ]SB‘;;nlfr Commercial | ¢ 55, 1.92% | 22.96% | 16.91% 100%
1g | Trans Iraq Bank For | /5 a0 037% | 20.66% | 15.23% 100%
Investment
20 | The United Bank 43.06% 0.22% 37.18% 19.55% 100%
Average 36.66% 2.13% 36.72% 24.49% 100%
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Source: Prepared by the researchers based on the annual reports of banks.

Through what was shown by the results of Table (5), the researchers discuss the
indicators of the financial health of the sample of the study that was mentioned
previously, which is the net current assets, the employment of accumulated profits, the
real production capacity, and the expected bankruptcy value. We noticed that most
banks (Trans Iraq, Ashur, Commercial Bank, Al- Credit, Elaf, Kurdistan, Al-Mosul,
Al- National Islamic, Sumer, and The United) when comparing the results they
achieved with the general average of the net assets index of (41.2%), meaning that these
banks did not suffer from financial problems about this indicator. With the general rate
of employment of accumulated profits of (2.93), it is good in terms of its dependence
on this indicator. As for the real productive capacity indicator, we see that each of
(Trans Iraq, Al- National, Ashur, Commercial Bank, Region Trade, Al- Iraqi

Islamic, Al- International development, Al- Credit, Elaf, Kurdistan, Kurdistan, and
Al- National Islamic) achieved good results in terms of its reliance on this indicator
when compared with the general average of the real productive capacity index of
(1.53%), as well as the expected bankruptcy value indicator, we found that, (Trans Iraq,
Ashur, Al- Credit, Commercial Bank, Elaf and Al-Mosul) when compared with the
general average of the expected bankruptcy value Indicator of (1.31%) is good in terms
of its dependence on this indicator.
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Table (5) Financial Health indexes

Employing

Current the Real Expected
n. Bank of Name Assets productive | bankruptcy | Average
Net accumulated capacity value
profits
1 | Ashur BANK 62.11% 1.52% 3.40% 1.72 59.76%
2 | AL-Atta Islamic Bank 6.97% 0.60% 0.00% 0.80 21.89%
3 | Bank of Baghdad 19.77% 1.12% 1.22% 0.29 12.78%
4 | Commercial Bank of Iraq | 67.14% 4.20% 2.87% 1.73 61.80%
S | Credit Bank of Iraq 63.71% 6.59% 1.09% 1.45 54.10%
6 | Elaf Islamic Bank 56.87% 0.83% 0.65% 2.71 82.34%
7 | Gulf Commercial Bank 0.31% 1.61% 0.59% 1.07 27.38%
g | International 25.57% | 2.01% 1.91% 0.58 21.87%
development Bank
9 | Investment Bank of Iraq 38.56% 2.08% 1.29% 0.95 34.23%
10 | Iraqi Islamic Bank 40.49% 1.90% 1.85% 1.05 37.31%
1 |Kurdistan  International | 7 5,0, 5.34% 2.86% 1.07 40.69%
Islamic Bank
1o | AL-Mansour Bank For| , joq 0.42% 1.33% 0.29 13.06%
Investment
13 | fragi  Middle  East | 57,0, 19.76% 0.45% 0.65 27.73%
Investment Bank
Mosul Bank for
14 | Development & | 47.05% 0.92% 0.76% 2.03 62.93%
Investment
15 | National Bank of Iraq 37.52% 1.81% 1.84% 0.81 30.54%
16 | National Islamic Bank 43.88% 2.00% 2.61% 0.89 34.37%
Region Trade Bank for
17 | Investment and Finance 29.28% 2.87% 1.86% 0.74 27.00%
18 | Sumer Commercial Bank | 65.94% 2.25% 0.59% 2.82 87.70%
19 | Trans Iraq Bank For| ;¢ 90 | 430, 2.76% 3.40 105.32%
Investment
20 | The United Bank 42.43% 0.27% 0.71% 1.23 41.60%
Average 41.02% 2.93% 1.53% 1.31 44.22%

Source: Prepared by the researchers based on the annual reports of banks.
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Through what was shown by the results of Table (6), which shows us the level of
the financial health of the study sample, we find that most banks have achieved good
financial health indicators when compared with the financial health index of (2.9), we
find that Trans Iraq bank achieved the highest financial health, which amounted to
(8.89). Followed by Sumer Bank, which achieved a financial health index of (7.40),
then Elaf Bank, which achieved (6.64), then Commercial Bank, which achieved (6.55),
then Ashur Bank, which achieved a financial health index of (6.15), and so on for the
rest of the banks except for each of (Al- Gulf Commercial, Al-Mansour, Al
International development, Baghdad, Al-Atta and Al-Region Trade) banks. These
banks did not achieve financial health because they suffer from financial problems that
must be addressed to improve the reality of banking work. Based on the foregoing, the
second main hypothesis which states (that the banks in the study sample enjoy financial
health systems that avoid various financial problems in the future) is rejected, because
some of these five banks were previously mentioned out of the total number of (20) did
not achieve the financial health due to financial problems that it suffers from, according
to the indicators of financial health. Therefore, it is necessary to pay attention quickly
to these indicators and address their weaknesses, and this can be clarified in Figure (1)

Table (6) Financial Health

n. Bank of Name 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Average

1 | Ashur BANK 597 | 673 | 725 | 5.12 | 583 | 602 | 6.15

o |AL-Ata slamic | oo | ges | 008 | 248 | 129 | 138 | 132
Bank

3 | Bank of Baghdad 228 | 171 | 181 | 182 | 113 | 156 | 1.72

4 Icrgglmemal Bankof |52y | 697 | 672 | 663 | 603 | 524 | 655

5 | Credit Bank of Iraq | 6.14 | 6.06 | 689 | 640 | 534 | 511 | 5.99

6 | Elaf Islamic Bank 437 | 597 | 686 | 5.18 | 7.19 | 1028 | 6.64

7 [Gulf  Commercial | g ec | ges | 135 | 132 | 139 | 1.65 | 1.23
Bank

g | International 266 | 3.17 | 282|254 | 200 | 1.65 | 249
development Bank

9 %?avcf“ment Bank of | o | 445 | 418 | 1,10 | 402 | 3.84 | 3.69

10 | Iraqi Islamic Bank 490 | 521 | 504 | 403 | 2.19 | 230 | 3.94
Kurdistan

11 | International Islamic 451 550 | 535 | 422 | 4.26 3.79 4.60
Bank
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n. Bank of Name 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Average

1o | AL-Mansour  Bank | 5o | 510 | 197 | 150 | 142 | 174 1.82
For Investment

Iragi Middle East

13 Investment Bank

2.67 265 | 261 | 1.88 | 245 | 6.02 3.05

Mosul Bank for
14 | Development & | 6.46 548 | 5.78 | 4.76 | 4.54 4.79 5.30

Investment
15 | National Bank of Iraq | 3.41 | 3.81 | 3.63 | 400 | 3.19 | 2.92 | 3.49
1 | National - Islamic | 5 451 | 355 | 397 | 417 | 4.23 4.06
Bank

Region Trade Bank
17 | for Investment and 6.63 6.73 1.57 | 0.63 0.68 1.23 291

Finance

1g | Sumer  Commercial | o5 | g0 | 654 | 6.08 | 824 | 852 | 7.40
Bank

1g | Trans Iraq Bank For | oo | o5 | ggg [ 1111 879 | 9.22 8.89
Investment

20 | The United Bank 456 | 499 | 447 | 469 | 378 | 228 | 4.13
Average 450 | 461 | 444|397 | 390 | 419 | 427

Source: Prepared by the researchers based on the annual reports of banks.

Financial Health

y=0.0789x + 3.4399 8.89

4.13

OFRLNWAUIONOKOWLO

Figure (1) Regression diagram of the average financial health of banks

Preparing the researchers based on the outputs of the Excel program
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In the last paragraph of this topic, the statistical hypothesis must be tested and a
final decision was taken in light of the results that will appear for the analysis of the
data on the sample banks and based on the text of the statistical hypothesis, which
indicates the existence of a significant impact related to balance the financial structure
on the financial health For the study sample banks, it is clear to us from Table (7) that
the size of the correlation between the independent variable (balancing the financial
structure) and the dependent variable (financial health) is (90%), and this is an
indication that the correlation is very good between both variables as it is a positive
correlation. That is, the more banks rely on balanced financial structures in terms of
the exchange between return and risk, the more positively this is reflected in the
financial health. In the same table, we note that the coefficient of the determination
reached (0.810), meaning that the percentage of interpretation of the budget structure
of financing for financial health was (81%) and the remaining percentage is due to other
variables not included in the current study

Table (7) Model Summary

Model Summary
Model | R | R Square | Adjusted R Square | Std. Error of the Estimate
1 .900? 810 .803 12767
a. Predictors: (Constant), DE, E, D, S
Source: Prepared by the researchers based on the outputs of the (SPSS) program.

The data of the study was tested through the statistical tool, analysis of variance,
and through what was shown in Table (8), the third main hypothesis is accepted,
because the value of (Sig > 0.05), that is, there is a significant effect of balancing the
financial structure on the financial health of the sample banks. The study and the results
of the aforementioned table indicated the significance of the influence relationship
resulting from the independent variable represented by balancing the financial structure

on the dependent variable represented by financial health.

Table (8) Analysis of Variance

ANOVA?
Model Sum of Squares | df | Mean Square F Sig.
1 | Regression 7.996 4 1.999 122.625 | .000°
Residual 1.875 115 016
Total 9.870 119
a. Dependent Variable: Y
b. Predictors: (Constant), DE, E, D, S

Source: Prepared by the researchers based on the outputs of the (SPSS) program.
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The regression line equation for the effect of the independent variable (balancing
the financial structure) on the dependent variable (financial health) based on the results
of the analysis of the transactions shown in Table (9), written as follows:

Y=0.968+ 0.302X,; + 0.193X, —1.490X3 + 0.175X, + e

Table (9) Analysis of Transactions

Coefficients?
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 | (Constant) 968 297 3.255 | .001
S 302 314 163 961 338
E 193 114 .069 1.689 | .094
D -1.490- .309 -.812- -4.826 | .000
DE 175 .091 .108 1.930 | .056
a. Dependent Variable: Y

Source: Prepared by the researchers based on the outputs of the (SPSS) program.

6. CONCLUSIONS:

Through what was shown by the results of the financial analysis of the study
sample, the researcher note the discrepancy in the adoption of the financing method for
each bank, which results in a difference in the indicators of financial health, as Trans
Iraq bank achieved the highest indicator of financial health compared to other banks,
due to its reliance on an optimal financing structure compared to others. From that, we
conclude that relying on approved financing structures, financing with ordinary shares
(equity), with more than 50%, can reduce banking risks and ensure high financial
health. The results of the financial analysis of the study sample showed that some banks
from a decline in their financial health, and this is due to the weakness of the
supervisory role, which would contribute to the deterioration of the financial situation
of banks, which increases the possibility of their exposure to risks. and the results of
the statistical analysis showed that the banks of the study sample accepted the third
main hypothesis, so we conclude from this that balancing the financing structure
resulting from the difference in the combinations of the four sources of financing
approved in the current study has a major role in achieving and improving the financial
health of the study sample banks.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (281 J] duois

137 pPp-(123-140) .yo Dec. Y+YY JgV¥l ugils (No. (1Y) g Vol (£)) gw



The Role of Financial Structure .........

7. RECOMMENDATIONS:

The study recommends the banks that suffer from weakness in their financial
health, namely (Al- Gulf Commercial, Al-Atta, Al-Mansour and Baghdad, Al- Region
Trade) to depend on a combination of financing structure that depends on financing
with ordinary shares (equity) almost completely, and then financing with debts and
then deposits and finally financing with retained earnings, due to the ability of this
combination to achieve financial health. Banks that are witnessing a state of financial
decline must conduct continuous periodic examinations to monitor the progress of their
work, as this helps them to address the financial problems they face and thus improve
their performance for the better and ensure their financial health. The current study
recommends that the health-regressing banks mentioned above should rely on balanced
financing structures in financing their assets to increase their financial health and
increase their ability to overcome crises that may be exposed to them.
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