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Abstract

The research aims to measure the effect of the legal cash reserve ration on the liquidity
of commercial banks in Iragq for the period (2005-2018). The Autoregressive Distributed
Lag model {ARDL} was used to estimate that relationship in the short and long terms,
using Eviewsl0 statistical program. The most important conclusions reached by the
researchers are that there is a short and long-term inverse moral relationship between the
legal cash reserve ratio and liquidity at commercial banks, and there is also a long-term
equilibrium relationship (co-integration) between the studied variables according to the
Bound Test methodology, and the research also clarifies The value of the error correction
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parameter amounted to (-0.07), meaning that the deviation of previous years from the long-
term equilibrium is corrected by (7%).

Key word: Legal reserve, Liquidity, Commercial banks, ARDL.
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10% -2.584738 -3.157475 | -1.614315 -2.584952 -3.157836 | -1.614288

(EVviews10) Suaay) gabill cila Aa o dlaie) haldl 38 ¢ o -: jdad)
lgaad) plll s A (A2 (%1 %S5 % 10) s siwa o 4 gina L] Ao Ju (FFF)(FF)o(¥) -
L Aasina € L) ) edd (NO)y « (Mackinnon)

(A o283 Jaliay) Al ¢ A8l (Wbl (ARDL) gisal¥ (A il :2 2.3

4 gauad) g
(5) Js>
gisall (339 Ay il i jlaal) ol A gacddl 5 A g3UAN) (o831 sl Apudd A 6Y) el il
(ARDL)

variable
La(-1)
LiQ(-2)
La(-3)
LiQ(-4)
LIQ(-5) 1593929 | 033734 | 4724996 | 0.0001 |
LIQ(-6)
La(-7) 0.055786 | 04544 | 0122769 | 09033 |
LiQ(-8)
LIa(-9) 0.633817
LIQ(-10)
LiQ(-11) 0.083592
LIQ(-12)

LCR -6.550394
LCR(-1)
LCR(-2) 0.066849 | 3564933 | 0018752 | 0982 |
LCR(-3)
LCR(-4) 2.654044
LCR(-5)

C 62.90817
R-squared

Adjusted R-squared

0.99714 S.D. dependent var 20.01133

S.E of regression

Sum squared resid 28.62861 4.042176
Log likelihood
F- statistic 833.9978 1.881165

Prob(F-statistic)

.(Eviews10) Alasy) gl cla b o daie) cplialdl 38 0 3 1 )

5 hxy Lae (0.99) &l yasil) Jalre of z3saill IV ol =5l yudy o35 (5) Jsaall e LDl
O b o(%1) &l sl ax oy (%99) dawty i) i) ey Jiwd il o gl iz dsall 4 s
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s (833.99) sl 5 (F-statistic) Jlaa) ied of oo Sl (0.99) mawad waaill Jelee dad citly
R-Squared e iy aiy «Jyshll Ja¥ls suadll Jal¥) cilaes o 3 addioal 73 gall 4y gine o
cadi Jully <l puaiall @) Jlaasy) 2sa g axe e Durbin— Watson Stat dad e Jil cils 3l
o k) W Gl il (g e il Gn @il JelSHl) Ae i ) caadiy oY) 23 sadl) Ay
&) (HQ, BIC, AIC) eyl < 5 jlosl julee cawa @lldg (12,5) 450 (e 58 (ARDL) 73 sall o

LY G (1) ISl g (2) Galall 3 e LS uleal 03¢ A J8 Jaad 3 el 5 538 Joha Ll

Akaike Information Criteria (top 20 models)
3.7

T

o1

3.6 - 1c11|l||
A N T N

T‘illlllllll
T T e T R B

TR T O O

. I I I [
T R S T
T S A A S A A S A
e

[ I I I

[T N T I B

e T e T A A (A S R R B

I I T T I O T O

3.3 1|||||||||||::|I|||
T N S N NN N NN B
[ T S T N A AN A S R SO S

[ T T N N B [ e T T T A B
3-2'\|\|\ —L— \I\'\I\I\ T L T T T —
o b b &S &S § @ o 8§ o 8 b b & © i © o a o
g dg dgdsgdg g ddyysesdgesdes g d
O O O O O D0 O0J OO0 O D0 OJf & O0OJODJfn —OJOaea DO
E R EREEEEEEEREzzzE R zERE
S = § = 5 2 5§ F £ T & T F < EF F

(AIC) Ab s el pla) ) 3 ildi: (3) Jol
(EViews10) Sbasy) gl cila jia o dlis) gfialdl g (e 3o : juaal)

agaall L) ilhi :3.2.3

52 A guadly il g o) il (ke QIS5 3gm g) ) AL sha 3 i AL sl G e
ClS 138 (F) 3o las) dad Cludial 4y ¢ 5@l (o) Jalaal) daws Joiwall paaiddl 5 4l o jlad)
S 38e 353 5 pte sle (i il 5 gl A b (ymd s Al yaad) il (0 Sl Apsindl (F) Belomn) n
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(6)J s>
agand) Ll 3d g (ARDL) 4lail) cijlaal) ool A gaud) 73 gl & jidiall Jalil) LA il
Test Statistic Value K
F-statistic 13.01938 1
Critical Value Bounds
Significance Lower Bound Upper Bound

10% 4.04 4.78

5% 4.94 5.73

2.5% 5.77 6.68

1% 6.84 7.84

(Eviews10) baay) gabill cila Aa o dlaie) Ghaldl 38 ¢ 3 1 jdaall
2all Al ganl) Al e ST gas (13.01) s Auiindl (F) seleas) Zad o (6) Jsaall o it
392 pie o pat Al (Ho) panll daia b by (Fn 1385 ((%1) Asine 5 sine die (S3Y) aally oY)
Do 3y o pai A (Hy)abad daca il iy ecanal) Jae guosiiall Gn Ja¥) Aligha 40 ) 55 4Dle
Algh 43 5 ADe Ssay I el Gl of gl caatieall 23 sal) 8 il Jae g i) G @ e JelSS
A 8 5 ey (laal Gladll sal A sl )y Jiaiall g il il g Jiiusall yiall (g 4ni JaY)
sl s daia ddra g Jyshall g pasll Ja) 3 AlaiaN) 5 o Sty

i) ranal dalna g Jashall jmalll cplal) B clalaal) jais il :4.2.3

il Ja1 gl 40l s A say e oSHI s @ il JelSill gl lid) ol sl aey
s (7) Jsaall s clasl) mmai dadea g yshall g juaill Ja¥) clalee i (e 2 A ¢ Jiid) yaiall
Adna 5285 Lo 13y (Sl ridll s il il G @ ide JalS ADe dgay e Ju N il ol
g Aalra (f Lays ((%1) o I Ay sine 5 e dic Ayginas Adls a5 (-0.07) 25 Uadd) moaas
JaY) A o)) s g ol LE Lgaanal ay el Ja¥) ladl 00 (0.07) o ina 138 ¢ sina s Al Uadll
(7)) sy angmal 3y yshall Ja¥) 0358 o Al <l i) il el o g ey shal)

JaY) ALl g 5yl 4y gine dpue ADay Jadi i S5l gl alaaW) das of (7) Jsaall e o LS
Al CGolad) ol A gl ae
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el Ui laal) gal Al gudl

ARDL Co integrating And Long Run Form
Dependent Variable: LIQ
Selected Model: ARDL(12, 5)
Date: 10/01/20 Time:01:10
Sample: 2005Q1 2018Q4
Included observations: 44
Variable Coefficient | Std. Error | t-Statistic Prob.
D(LIQ(-1)) 0.422077 0.164572 | 2.564693 0.0167
D(LIQ(-2)) 0.218582 0.18317 1.193331 0.2439
D(LIQ(-3)) 0.200237 0.184211 1.086997 0.2874
D(L1Q(-4)) -1.119041 0.157613 -7.099948 0.0000
D(LIQ(-5)) 0.474889 0.26009 1.825862 0.0798
D(LIQ(-6)) 0.256311 0.272717 0.939843 0.3563
D(LIQ(-7)) 0.312097 0.255688 1.220617 0.2336
D(LIQ(-8)) -0.445496 0.155431 -2.866201 0.0083
D(LIQ(-9)) 0.188321 0.17651 1.066917 0.2962
D(LI1Q(-10)) 0.123135 0.176913 0.696016 0.4928
D(LIQ(-11)) 0.206726 0.154569 1.337439 0.1931
D(LCR) -6.550394 2.211793 -2.961576 0.0066
D(LCR(-1)) -0.066849 3.564933 -0.018752 0.9852
D(LCR(-2)) -0.102784 3.561288 -0.028861 0.9772
D(LCR(-3)) -2654044 3.617375 -0.733693 0.47
D(LCR(-4)) 6.454376 2.352252 | 2.743914 0.0111
Coint Eq(-1) -0.070933 0.014301 -4,960051 0.0000
Cointeq = LI1Q - (-91.4346*LCR + 886.8727)
Long Run Coefficients
Variable Coefficient | Std. Error | t-Statistic Prob.
LCR -91.434578 | 13.484201 | -6.780867 0.0000
C 886.872671 | 124.040433 | 7.149868 0.0000

(EViews10)baay) galill cila s o e cbald) 38 ¢ 3 juaal)

(ARDL) g sall 4835 43w Ji) :5.2.3
(ARCH) cubll puilaih cld sl .1

Vool Gulad axe AlKGe (5o Al ¥ Ay laill G jadl ol A guad) z3sal o (8) Jsaall (5 LDy

Gan b Jsd ix 138 o(Prob: 0.6796) Jldial (s siwe v (0.173072) iy Zpusinall (F)selas) dad
cad) Jae el 23 a1 3 ) sdial) Undlll o ol <ol AL aaed)
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Heteroskedasticity Test: ARCH

F-statistic 0.173072 Prob. F(1,41) 0.6796

Obs*R-squared 0.180751 Prob. Chi-Square(1) 0.6707

(EViews10) suaay) gl ) cila Aa o e lald) 38 ¢ 3 jdaall
LM Jeadeiial) A3 Jals ¥ las) .2
e oS ilS B8 mses (F)L) e JS) dpaliad) 4Ll dadll of (9) Jsaall (e o

e beliany Alaal) Aedll cly Ly «(Prob: 0.867) (F) seliaay dllaay) dagd) caly cus ((%5)
sl o Ll Bl V) Al (e il 3 sal) gl AU anell Ay i 0 4fle 5 ¢(0.7624) S

©)ds
Al dijbaal) ol A gad) 7394 (BGLM) ki)

Breusch-Godfrey Serial Correlation LM Test

F-statistic 0.143574 Prob. F(2,23) 0.867

Obs*R-squared 0.542553 Prob. Chi-Square(2) 0.7624

.(EViews10) Suaay) gabil) cila Aa o e Ghald) 38 ¢ e jdaall

(JB) 4 gdial) pUaddU aidal) anjedll a2
cnl Jae ol z3salY) 8 el ool 32l A0 stal) oUaaY) o (4) Sl JSED e et
Al K3 A Y ((Prob: 0.677865) ddlaa) dey (0.777613) (IB) lia) ded il )

Uil 35 555 A pkall s oy BN o) Bpm 4 58

3
Series: Residuals
7 | I S Sample 2008Q1 2018Q4
Observations 44
6 |
Mean 3.57e-14
5 | I Median 0.012653
Maximum 2.135610
4 | — Minimum -1.692474
Std. Dev. 0.815954
3 Skewness 0.320544
Kurtosis 2.885288
2
Jarque-Bera  0.777613
1 Probability 0.677865
0 ‘ T T T
15 1.0 05 0.0 05 1.0 15 2.0
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Al o385 2016 e 3 (%68) A el cialy Y ¢ 3 jal) b pad) g Uaill b A goud) Gy iyl .3
Slsa i el Al A plii) o e Sz ooy se Sl e A ladl Gjuadl e (e
Lol gl e 1) 8 agd O oS bl Jla 3 ) sel Gt e 8 ad) Slai)

(ASL) 5 jinne Aie 3 Aluduadly Aalall <l priall of im0l priall sas ) da Ll il ekl L4
Zaoal) (e ALelSie canal) a8 Aie ) Abubid) o gl o(PP) (aom —penld JLia) s @llag J5¥1 A xe
cashall g saadll cpla¥) 3 o i) C A a6 3 (ARDL) 73 sl aladiud callss g3 531 ¢ I 5Y)
Al el sa il i) e 4aB (@ jide JolS5) Jal) dlsh 4y 5 ADle 2ga g il ciaingl L5
daal) ailll (e ST Al (F) sebaas) il Y ((ARDL) zasadl Gy o(3ladll <ojbanll gal 4l gull)
(SN 2l g eV aall) Legd

tilua gil)

s ) AL (S il Lpast A A ) Al 2l A ladl) Gjlad) e cay 1
Gl dga)ges AU AL ) we Jelatll iS5 dalic 5 Al 4 laa) cilalgal
e gall

Loy dasusis A ead) g Unlll Jumdis Jandis (8 1 al (538 all il U e 2l il oLia¥l 55 0 .2
Al 53l 5 ApeaY) o baal ) gt () 53 A juma Afiad Ay ol p23

Janals el vie ¢UaaY1 @ gand Lo Bane o s yde ISy Apaiall ALl Ji e diil) Ayl 24w 3
g el Coleadl Ly a3l oul 8 o) ciladas
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A jabaal) Y )
L Ol pe ol @0 aladiuly Agaad) phaliad Aubdas Add ja ((2013)ss,y Juas el (1
aslell dary 48 Alaa (0l ) i uaal Adadat Al 3 18 padd) pUARY & Jla) Gl Alis e
any (3623allcAralal)l dalaiay)
i) Ll pa3 ((2017)cns seadl v Ay e 8l cad deae Gall e ALY (2
Cijbaal (e Al Auda day (2013-2005) saall A8 el A jadl cijladl B A gl
Al dpalad) clul pall el sgaddl didley dusalae @l o dlae daldl) 48 ol 4 e
ALl (12205l coasy dadla
8 palaal) abai®y) i piall g gl g 3980 (2013) a5, Jone 3 lans Junld jalla L bl (3
Clee ¢ il Jil g a1l
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Dadl 220al (10 alnall chaslal) alad) dipne 40 Alas
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1) Hemple George H.& Simonson Donald G,(1999), Bank Management: Text &
cases,5" Ed., New York: John Wiley& sons, Ice.
2) Howell. peter, Bain, keith, (2000), financial Markets & Institutions.3™ ed.,

prentice Hall, America.
3) Howells. peter, Bain, Keit,(2007), financial Markets & Institutions. 5"ed.,prentice

Hall, America.
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2016Q1 68.3125 9.127009713
2016Q2 68.1875 9.097706945
2016Q3 67.9375 9.056507871
2016Q4 67.5625 9.001912235
2017Q1 67.21875 8.760404041
2017Q2 66.53125 8.733563858
201703 65.65625 8.76726101
2017Q4 64.59375 8.855797083
2018Q1 63.34375 8.986063366
2018Q2 61.90625 9.142977867
2018Q3 60.28125 9.313601811
201804 58.46875 9.488630036

.(Eviews10)sbasy) guali ) il Aa o dlde cplald) alae) ;)

A gpaall g (A 58N (o283 aliial) dpud G ABall Lial) play) <l jib Ui gilid (2) (salal)
A jladl) i jlaall s

Model LogL AlIC* BIC HQ Adj.R-sq Specification
1 -52.978069 3.27173 4.042176 | 3.557449 0.99714 ARDL(12, 5)
7 -54.498399 | 3.295382 | 4.025278 | 3.566062 0.997054 ARDL(11, 5)
13 -56.664695 | 3.348395 | 4.037741 | 3.604038 0.996869 ARDL(10, 5)
8 -59.419636 3.47362 4.162966 | 3.729263 0.996451 ARDL(11, 4)
2 -58.769747 | 3.489534 4.21943 | 3.760214 0.996422 ARDL(12, 4)
14 -60.843464 | 3.492885 | 4.141681 | 3.73349 0.996349 ARDL(10, 4)
9 -60.963925 3.49836 4.147156 | 3.738965 0.996329 ARDL(11, 3)
15 -6199 3.499573 4.10782 3.72514 0.996287 ARDL(10, 3)
16 -6330 3.513694 4.08139 | 3.724223 0.99619 ARDL(10, 2)
3 -6085.51 3.538867 | 4.228213 | 3.794509 0.996212 ARDL(12, 3)
10 -6289 3.540448 | 4.148695 | 3.766015 0.996132 ARDL(11, 2)

31 -64.527915 | 3.569451 | 4.137147 | 3.77998 0.995972 ARDL(7, 5)

37 -65.778847 | 3.580857 | 4.108004 | 3.776348 0.995873 ARDL(6, 5)
4 -62.838133 | 3.583551 | 4.232348 | 3.824156 0.996003 ARDL(12, 2)
18 -66.989762 | 3.590444 | 4.077041 | 3.770897 0.995776 ARDL(10, 0)
25 -64.314271 | 3.605194 | 4.213441 | 3.830761 0.995873 ARDL(8, 5)
12 -66.640756 | 3.620034 | 4.147181 | 3.815526 0.995709 ARDL(11, 0)
19 -63.874843 | 3.630675 | 4.279471 | 3.87128 0.99581 ARDL(9, 5)
17 -66.986948 3.63577 4162917 | 3.831262 0.995641 ARDL(10, 1)
6 -66.63291 3.665132 | 4.232829 | 3.875662 0.995567 ARDL(12, 0)
11 -66.640678 | 3.665485 | 4.233182 | 3.876015 0.995566 ARDL(11, 1)

40 -71.073535 | 3.685161 | 4.090658 | 3.835539 0.995214 ARDL(S6, 2)

33 -69.227975 | 3.692181 | 4.178778 | 3.872634 0.995324 ARDL(7, 3)

34 -70.320616 | 3.696392 | 4.142439 | 3.861808 0.995235 ARDL(7, 2)

39 -70.368438 | 3.698565 | 4.144613 | 3.863981 0.995224 ARDL(S6, 3)

32 -68.472323 | 3.703287 | 4.230434 | 3.898779 0.995336 ARDL(7, 4)

42 -73.513558 | 3.705162 4.02956 | 3.825464 0.99495 ARDL(6, 0)
5 -66.63291 3.710587 | 4.318833 | 3.936154 0.995414 ARDL(12, 1)

38 -69.663672 | 3.711985 | 4.198582 | 3.892439 0.99523 ARDL(6, 4)
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36 -72.680514 | 3.712751 | 4.077699 | 3.848091 | 0.994998 ARDL(7, 0)
21 -68.158514 | 3.734478 | 4.302175 | 3.945007 | 0.995249 ARDL(9, 3)
27 -69.20113 | 3.736415 | 4.263562 | 3.931906 | 0.995179 ARDL(8, 3)
22 -69.237878 | 3.738085 | 4.265232 | 3.933577 | 0.995171 ARDL(9, 2)
20 -67.266865 | 3.739403 | 4.347649 | 3.96497 0.99528 ARDL(9, 4)
28 -70.2963 | 3.740741 | 4.227338 | 3.921195 | 0.995091 ARDL(8, 2)
26 -68.324624 | 3.742028 | 4.309725 | 3.952558 | 0.995213 ARDL(8, 4)
41 -73.510707 | 3.750487 | 4.115435 | 3.885827 | 0.994806 ARDL(6, 1)
24 -71.608975 | 3.754953 | 4.201001 | 3.920369 | 0.994947 ARDL(9, 0)
30 -72.665462 | 3.757521 | 4.163019 | 3.907899 | 0.994855 ARDL(8, 0)
35 -72.679418 | 3.758155 | 4.163653 | 3.908533 | 0.994851 ARDL(7, 1)
23 -71.601335 | 3.800061 | 4.286658 | 3.980514 | 0.994791 ARDL(9, 1)
29 -72.664687 | 3.80294 | 4.248988 | 3.968356 | 0.994699 ARDL(8, 1)
43 -78.506229 | 4.113919 | 4.600517 | 4.294373 | 0.992871 ARDL(5, 5)
44 -82.599741 | 4.254534 | 4.700581 | 4.41995 0.991673 ARDL(S, 4)
48 -87.075307 | 4.27615 | 4.559999 | 4.381415 | 0.990898 ARDL(5, 0)
45 -84.12449 | 4.278386 | 4.683884 | 4.428764 | 0.991338 ARDL(5, 3)
46 -85.432153 | 4.292371 | 4.657318 | 4.427711 0.99107 ARDL(5, 2)
47 -87.065978 | 4.321181 | 4.645579 | 4.441483 | 0.990649 ARDL(5, 1)
61 -88.308069 | 4.423094 | 4.788042 | 4.558434 | 0.989823 ARDL(2, 5)
66 -94.237235 | 4.465329 | 4.627528 | 4.52548 0.988341 ARDL(2, 0)
55 -88.25823 | 4.466283 | 4.871781 | 4.616661 | 0.989547 ARDL(3, 5)
49 -87.914289 | 4.496104 | 4.942151 | 4.66152 0.989398 ARDL(4, 5)
60 -94.010085 | 4.500458 | 4.703207 | 4.575647 | 0.988165 ARDL(3, 0)
64 -93.018578 | 4.500844 | 4.744143 | 4.591071 | 0.988388 ARDL(2, 2)
65 -94.235568 | 4.510708 | 4.713456 | 4.585897 | 0.988043 ARDL(2, 1)
63 -92.41407 | 4.518821 | 4.80267 | 4.624086 | 0.988398 ARDL(2, 3)
62 -91.654717 | 4.52976 | 4.854158 | 4.650062 0.98848 ARDL(2, 4)
58 -92.848476 | 4.538567 | 4.822415 | 4.643832 | 0.988166 ARDL(3, 2)
54 -93.882407 | 4.540109 | 4.783408 | 4.630336 | 0.987923 ARDL(4, 0)
59 -94.008352 | 4.545834 | 4.789133 | 4.636061 | 0.987854 ARDL(3, 1)
57 -92.179128 | 4.553597 | 4.877995 | 4.673899 | 0.988202 ARDL(3, 3)
56 -91.494234 | 4.56792 | 4.932868 | 4.70326 0.988237 ARDL(3, 4)
52 -92.695078 | 4.577049 | 4.901447 | 4.697351 | 0.987922 ARDL(4, 2)
53 -93.880811 | 4.585491 | 4.86934 | 4.690756 | 0.987598 ARDL(4, 1)
51 -91.975168 | 4.58978 | 4.954728 | 4.725121 | 0.987977 ARDL(4, 3)
67 -93.177754 | 4.598989 | 4.923387 | 4.719291 | 0.987654 ARDL(1, 5)
50 -91.344492 | 4.606568 | 5.012065 | 4.756946 | 0.987973 ARDL(4, 4)
68 -97.327734 | 4.74217 | 5.026018 | 4.847434 | 0.985494 ARDL(1, 4)
72 -101.533058 | 4.751503 | 4.873152 | 4.796616 | 0.984152 ARDL(1, 0)
69 -99.096828 | 4.777129 | 5.020427 | 4.867355 | 0.984693 ARDL(1, 3)
70 -100.511122 | 4.79596 | 4.998709 | 4.871149 | 0.984096 ARDL(1, 2)
71 -101.515244 | 4.796147 | 4.958347 | 4.856299 | 0.983769 ARDL(1, 1)
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