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Measuring and analyzing the impact of long-term interest rates
on bank deposits for the Iragi banking sector for the period
(2004-2022)

Lecturer : Abdulsatar Raef Hassan
Ministry of Education

Anbar General Directorate of Education

Abstract:

The research aims to measure and analyze the effect of long-term interest rates on total bank deposits
with commercial banks in Iraq for the period (2004-2022), using the methodology of the Autoregressive
Lagging Distributed Time Lag (ARDL) model, and the results of the stability test showed that interest rates
are unstable At level I (0), while all variables were stable when taking the first level, and the results
showed that there is a long-term equilibrium relationship (co-integration) between interest rates and the
volume of bank deposits according to the Bound Test, and this confirms the second hypothesis of the
study, as The results of the standard analysis showed that the error correction parameter was negative
and significant, and this means that errors can be corrected in the long term. Through the results of the
analysis, it was found that there is a positive effect between long-term interest rates on bank deposits.
The higher the interest rates, the more they lead to an increase in deposits with commercial banks. And
the tests proved that the model is free of standard problems, the ability of the model to predict, and that
the model has achieved structural stability in the short and long term. Interest directs savings towards
investment projects that increase profits and thus increase the capital of those banks, enabling them to
increase the granting of loans.

Keywords: interest rate, bank deposits, co-integration.
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Dependent Variable: LOGYI
Method: ARDL
Selected Model: ARDL(2, 0)
Variable Coefficient | Std. Error t-Statistic Prob.*
LOGYI(-1) 1.336366 0.108696 12.2945 0.0000
LOGYI(-2) -0.38596 0.118215 -3.26489 0.0018
LOGXI 0.061293 0.027250 2.253869 0.0532
C 0.891454 0.304834 2.924393 0.0048
R-squared 0.993536 Mean dependent var 17.94137
Adjusted R-squared 0.983223 S.D. dependent var 0.34793
S.E. of regression 0.028642 Akaike info criterion -4.209208
Sum squared resid 0.050862 Schwarz criterion -4.076502
Log-likelihood 142.9039 Hannan-Quinn critter. -4.15677
F-statistic 3176.572 Durbin-Watson stat 1.795642
Prob(F-statistic) 0.0000
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Breusch-Godfrey Serial Correlation LM Test:

0.90663 Prob. F(2,60) 0.4093
1.936075 Prob. Chi-Square(Z) 0.3798
Heteroskedasticity Test: ARCH
0.117116 Prob. F(1,63) 0.7333

0.12061 Prob. Chi-Square(1) 0.7284

Ramsey RESET Test
Value df Probability
1.829192 61 0.0723
3.345944 (1,61) 0.0723
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Forecast: LOGYIF

Actual: LOGY]
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