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Using the PATROL Model and its Reflection on Credit Risk
Indicators

An analytical Study of a Sample of Iragi Commercial Banks for
the Period 2010-2020

Assistant lecturer Abdullah Muhammad Taher
College of Tourism Sciences / University of Mosul / Iraq

Abstract :

The research aims to measure the impact between each of the PATROL model indicators represented by
(capital adequacy, profitability, credit risk, liquidity, regulation) and the credit risk indicator for a sample
of Iragi commercial banks, where the time limits of the research were for the period (11) years from 2010
to 2020 (6) local commercial banks listed on the Iraq Stock Exchange were selected. The research relied
on the double data method (Panel Data) with its models, which are Test of stationarity of cross-sectional
data for the investigated variables, fixed effects mode IFixed Effects Model), to measure and analyze the
relationship between the PATROL model and the credit risk index, as well as conducting a regression
analysis to clarify the indicators of the PATROL model in the credit risk index, where the index of total
loans to total deposits was relied upon to represent the credit risk index, which are the dependent
variables while the independent variables It was expressed as (indicators) of the PATROL model that
were mentioned at the beginning, and the study reached the most important conclusions, which is that
there is a non-significant correlation between the capital adequacy index (X1), the profitability index
(X2), the credit risk index (X3), and the liquidity index ( ... Standards that deal with credit risks by
commercial banks, by establishing appropriate tools and mechanisms to avoid falling into them, in
addition to developing a successful credit policy and indicating the level of risk resulting from the
absence of such a policy and the negative repercussions it will have on the credit risk index.

Keywords: banking supervision, PATROL model, credit risk
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(Panel unit root test) u> gl yi> lyLas ! (5) Jouz!

&l Levin, Lin & Chu t
Individual Intercept
t-Statistic Prob.
X1 Level 0.21049 0.4166
1st Difference 2.37995 0.0087
X2 Level 0.65714 0.2555
1st Difference 0.97685 0.1643
X3 Level 0.71059 0.7613
1st Difference 3.31717 0.0005
X4 Level 0.8632 0.8060
1st Difference 0.35006 0.3631
X5 Level 2.6627 0.0039
1st Difference 1.3342 0.0911
Y1 Level 0.52829 0.2986
1st Difference 6.54555 0.0000

(Eviews12) meliys il piee (o slaie¥l Cenldl slue| e Jodzt! 2 yuuall
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(6) Jguztl

2lagl Jlezl 1 29,40l Jlexl ya5e (e 5,359 PATROL g3 gl o olisp¥l a83Me

Covariance Analysis: Ordinary

Date: 10/14/23 Time: 16:52
Sample: 2010 2020

Included observations:

Covariance

Probability X1 X2 X3 X4 X5
Y1 0.1314 -.021471- -.13798- -.09141- .01014
0.5471 0.8660 0.2700 0.4665 0.9332
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Dependent Variable: Y
Method: Panel Least Squares
Date: 10/23/23 Time: 13:13
Sample: 2010 2020

Periods included:
Cross-sections included:

Total panel (balanced) observations:

Variable Coefficient Std. Error t-Statistic Prob.
C 0.1983 0.07450 2.6619 0.0100
X1 -5.1741 4.5821 -1.1287 0.2635
X2 -0.1007 0.2693 -0.3740 0.7097
X3 -0.0473 0.4473 0.1058 0.9161
X4 0.2340 0.0821 2.8484 0.0060
X5 -0.0976 0.0820 -1.1892 0.2390
Mean dependent var 0.29957 R-squared 0.16085
S.D. dependent var 0.2183 Adjusted R-squared 0.0909
Akaike info criterion -0.2142 S.E. of regression 0.2081
Schwarz criterion -0.01517 Sum squared resid 2.6005
Hannan-Quinn criter. -0.1355 Log likelihood 13.0698
Durbin-Watson stat 0.5005 F-statistic 2.3002
Prob(F-statistic) 0.0659
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Dependent Variable: Y
Method: Panel Least Squares
:10/13/23

Sample: 2010 2020

Variable Coefficient Std. Error t-Statistic Prob.
C 0.4429 0.0558 7.9318 0.0000

X1 -6.6145 2.7205 -0.2426 0.8092
X2 -0.2846 0.1635 -1.7402 0.0874
X3 -0.5468 0.3023 -1.8090 0.0759
X4 -0.1048 0.0688 -1.5236 0.1333
X5 -0.0206 0.0546 -0.3769 0.7076

Effects Specification

Cross-section fixed (dummy variables)

Root MSE 0.125433 R-squared 0.744192
Mean dependent var 0.299571 Adjusted R-squared 0.697681
S.D. dependent var 0.218352 S.E. of regression 0.120057
Akaike info criterion -1.250682 Sum squared resid 0.792758
Schwarz criterion -0.885739 Log likelihood 52.27250
Hannan-Quinn criter. -1.106476 F-statistic 16.00048
Durbin-Watson stat 1.068453 Prob(F-statistic) 0.000000
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(Chow test) jLas| gl (9) Jguszl!

Redundant Fixed Effects Tests
Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.

Cross-section Chi-square 125.4200 5 0.0000

Cross-section fixed effects test equation:

Dependent Variable: Y
Method: Panel Least Squares
Date: 10/14/20 Time: 10:14
Sample: 2010 2020

Periods included: 11
Cross-sections included: 6

Total panel (balanced) observations: 66

Variable Coefficient Std. Error t-Statistic Prob.
C 0.1983 0.07450 2.6619 0.0100
X2 -5.1741 4.5821 -1.1287 0.2635
X3 -0.1007 0.2693 -0.3740 0.7097
X4 -0.0473 0.4473 0.1058 0.9161
X5 0.2340 0.0821 2.8484 0.0060
X1 -0.0976 0.0820 -1.1892 0.2390
Mean dependent var 0.29957 R-squared 0.16085
S.D. dependent var 0.2183 Adjusted R-squared 0.0909
Akaike info criterion -0.2142 S.E. of regression 0.2081
Schwarz criterion -0.01517 Sum squared resid 2.6005
Hannan-Quinn criter. -0.1355 Log likelihood 13.0698
Durbin-Watson stat 0.5005 F-statistic 2.3002
Prob(F-statistic) 0.0659
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