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Abstract

This study aims to analyze the impact of implementing the International Financial Reporting
Standard IFRS9, particularly the Expected Credit Loss model, on capital adequacy in Iraqi
commercial banks. The study relied on a descriptive, analytical, and quantitative approach using panel
data for a sample of (10) commercial banks listed on the Iraq Stock Exchange during the period
(2014-2023). The banks were divided into two phases: pre-implementation (2014-2017) and post-
implementation (2018-2023). The results showed a positive and statistically significant impact of
implementing IFRS9 on capital adequacy. The standard helped enhance banks' ability to create more
proactive provisions for expected credit losses, which reflected in the strength of the capital base and
the banks' ability to absorb financial shocks. The study recommends supporting Iraqi banks in fully
implementing IFRS 9, developing risk management systems, and adhering to Basel III requirements.
This will contribute to enhancing the financial stability of the Iraqi banking sector.
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Table (V): Sample study

Private Commercial Banks
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Table (2): Descriptive statistics for variables, 2014 — 2023 (n = 10)

Unit Obs. Mean Median Std. Dev. Min Max Normality
Dependent Variables:
Capital adequacy (%) 100 1.3937 1.0600 0.914 0.15 3.99 [26.140]™
Independent Variables:
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IFRS (dummy 0-1) 100 0.5 0.5 0.503 0 1 [16.667]"
Control Variables:
Bank Size Logarithm 100 20.368 20.259 0.488 19.607  22.105 [20.604]"
Financial Leverage (%) 100 25787 21494  1.416 1 79652  [72.697]"
Sales growth (growth %) 100  0.1958  0.0051 0.877  -1.0788 5.3562  [1068.9]""

Note: ***, ** * indicate significance at 1%, 5% and 10% respectively.
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Table (3): IFRS Adoption, Capital adequacy: SEM 1.

Expected Unstandardized Standardized

Paths Std. Err. z stats. p> 7|

signal Coefficient Coefficient
Constant n/a 2.0835 22.926 1.631 12.8 0.000""
IFRS Adoption - Capital adequacy + -0.3155 -0.1736 0.038  -8.32 0.000""

Note: *** indicates statistical significance at the 1% level.
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