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Abstract

This study aims to the little impact of accounting financial
performance (AFP) analysis on the money market in the Iraqi
economy. Potentially limiting future market activity could be
international risks and obstacles, which in turn could cause
issues and crises (Shah & Jan, 2014; Bakhtiyarovich, 2020).
The study concept was inspired by the recognition that there
must be communication between the importance of the AFP
analysis of the Iraqi securities market and the country’s
financial and economic institutions. The sample of the study
included ten Iraqi banks listed in the Iraq Stock Exchange (ISE)
for the period 2010-2020. The three mathematical models
included in the statistical analysis served as the basis for
projecting future return and risk values in the Iragi money
market. The potential for being put in peril because of
unintended consequences stemming from worldwide disasters.
This research yielded several findings, the most significant of
which was that the Iraqi securities market is not particularly
consequential to the economy. The vulnerability of the economy
to international shocks makes it difficult to implement monetary
and financial policy.
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1. INTRODUCTION

the formation and growth of accounting financial
performance (AFP) (Hadi, Ali, et al, 2023).

One of the most important and well-known financial
institutions in free economies is the stock market.
This is because the stock market acts as a mediator
for the mobilization of savings and the direction of
those savings toward various investments that
produce goods and services and contribute to
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Additionally, it serves as a symbol of the connection
that can be made between individuals, banks, and
other types of savings institutions that have
accumulated savings. In addition to this, it serves
as a vital link in the chain that leads to
the establishment of a functioning financial and
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banking system in any economy (Hasan et al., 2023).
In order to preserve the efficiency of the stock
market and the role it plays in Iraq’s economy;
we must take the following steps (Griffin, 2003). It is
necessary to study the reality of this market to
evaluate the economic role it plays, as well as
the level of international challenges that stand in
the way of the development of its activity, as well as
the issues and roadblocks that contribute to
a low level of economic performance in it (Hadi,
Abdulhameed, et al., 2023). A commercial organization
that assists its customers in saving money, and then
assists those customers in obtaining loans and other
forms of credit is known as a financial institution
(Manawar et al.,, 2023; Abass et al., 2023). These
services, which include resource mobilization and
allocation, financial intermediation, and the facilitation
of transactions involving foreign exchange, are
utilized by businesses in order to aid in the process
of international commerce (Daryanto et al., 2018).
A financial institution can be categorised as either
a bank or a non-banking financial institution, with
the former being the more common of the two.
On the other hand, the examination that was carried
out as part of this research concentrated primarily
on the banking sector. According to Al-Hroot et al.
(2020), the value of a company may increase if
effective governance procedures are put into place.
The research conducted by Pramitasari and Subaida
(2022) demonstrates that governance has a variety
of effects on the value of a company’s assets, and
these effects vary depending on how governance is
evaluated. According to the available evidence,
poorly governed businesses have a pattern of
engaging in wasteful spending, which brings about
a decline in the operational performance of
the company. Although significant cash holdings will
likely have a negative impact on operating performance
in the future, this will be counterbalanced by
the company’s strong governance. According to
the research that has been done, poorly managed
businesses are more likely to waste money on
acquisitions, which significantly reduces the value of
the overall organization.

Companies with poor corporate governance are
more likely to invest in low-profitability ventures, in
contrast to the findings of Susilo et al. (2019), which
found that well-governed corporations were more
likely to set aside their surplus capital reserves.
To put it another way, enterprises that are poorly
managed waste the company’s value by using up its
financial resources inefficiently. Strong shareholder
rights have been shown to result in increased
shareholder value, improved earnings, and
decreased capital expenditures, according to
a comprehensive study of American companies that
was conducted by Alabdullah (2023). Flayyih and
Khiari (2023) developed a corporate governance
index by incorporating 51 different principles of
corporate governance. These corporate governance
principles were recommended by the services
division of the institutional investor advisory firm
Institutional Shareholder Services. There is evidence
that better corporate governance is associated with
increased financial value for businesses. As a direct
consequence of this, a study was carried out to
evaluate the economic performance of the Iraqi
securities market during the course of the period
2010-2020. An examination of the internal and
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foreign challenges and risk factors that may be
brought on by the scenario has been carried out in
order to get a better idea of how well its economy is
doing. This has been carried out in order to obtain
a better concept of how well its economy is doing.
In addition to this, the financial accessibility of
the country to the rest of the world is something
that has been taken into consideration.

This study is structured as follows. Section 1 is
an introduction, which describes the research
problems and aims. Section 2 is a literature review,
which provides a summary of previous studies and
identifies knowledge gaps. Section 3 is a research
methodology, which describes the process by which
the results will be analyzed in Section 4. Section 5 is
a conclusion, which summarizes the study’s findings
and makes recommendations for future research.

2. LITERATURE REVIEW

There is evidence from a number of different types
of data that cash on hand has a negative correlation
with the value of a company. According to Wanjawa
and Muchemi’s (2014) findings, cash on hand has
a negative correlation to the value of the company.
According to Mwende et al. (2019), cash-rich
organisations are more likely to engage in value-
decreasing purchases and mergers than cash-
constrained ones. In addition, Pratiwi and Pamungkas
(2020) assert that managers can make more money
off of liquid assets because those assets can be
converted into private benefits at a lower price than
other assets can be converted into private benefits.
This theory is supported by Putra et al. (2018), who
contend that managers are motivated to hoard cash
in order to increase their control over the company
and obtain discretion in investment decision-
making. Because the company is able to raise its own
funds and gives complete information about its
investment ideas, the management is not required to
go through the capital markets in order to obtain
financing for the business. Therefore, managers are
able to make investments that are detrimental to
the wealth of shareholders. It is acceptable for
profitable businesses to act in their own self-interest
by allocating some of their resources to cover
unnecessary expenditures and investments that do
not produce a return on investment (Awaysheh
et al., 2020).

The correlation between good corporate
governance and the value of a company has been
the subject of a significant number of research
projects, all of which have produced extremely
contradictory findings. The majority of these studies
have found that there is a positive connection
between good corporate governance and the value of
a company, while others have found that there is
a negative connection (Al-Taee & Flayyih, 2023). This
line of reasoning appears in the literature time and
time again, and it can be paraphrased as “corporate
governance does not appear to have any discernible
effect on business value”. The research found that
inconsistent results occurred due to the use of
inaccurate proxies for the independence of the board.
According to the findings of Akben-Selcuk (2019), it
would appear that the composition of boards of
directors has no bearing on the value of businesses.
Numerous studies have reached the conclusion that
good corporate governance practises have a positive
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impact on the value of companies (Reboredo &
Ugolini, 2020). According to Djuwita et al. (2019),
businesses that participate in country-specific capital
markets have a higher value, and the valuation
premiums that accompany this higher value are
inversely proportional to the level of investor
protection offered by the firm’s home country (see
also Nguyen, 2022). According to Nuryana and
Surjandari (2019), the value of a company has
a negative correlation with proxies for the protection
of investors. This research also suggests that
investors in countries that do not provide adequate
protection for investors place a lower value on
company assets because they believe that they will
not benefit to their full potential from these assets
(Nizam et al., 2019).

According to research conducted, an increase
in either domestic or global risks is likely to result in
an increase in the volatility of the stock market.
According to Saraa et al. (2020), it is essential for
investors to conduct research on the political,
financial, and economic climate of a country in order
to minimise investment risk. It should come as no
surprise that being exposed to various financial
risks in the political, economic, or financial spheres
could lead to a global financial crisis, as well as
a bubble in the stock market (Candera & Indah,
2020). Fareso (2023) advises bank managers and
policymakers to offer high attention to internal and
external aspects and set direction to manage the
most dominant performance factors. Additionally,
according to the study’s findings, sensitivity analysis
was accurate thanks to a statistical test (Aghakarimi
et al, 2023). Additionally, utilizing a SWOT
(strengths, weaknesses, opportunities, and threats)
analysis, suitable improvement plans are offered.
Designers can create more intelligent systems from
a CAMELS perspective (Alkhafaji et al., 2018; Ali
et al,, 2023).

The significance of this study is derived from
the significant role that the Iraq Stock Exchange (ISE)
plays in the global economy, as well as the links that
exist between the ISE and a variety of international
issues. It is one of the components of the structure
of the financing system and one of the primary
sources for mobilising savings and employing them
in investment, which provides savers with new
opportunities to invest their savings at the same
time that it provides investment companies with
a variety of financing sources (stocks, bonds, etc.), to
meet their capital needs for expansion purposes.
In addition to the research’s contribution to
rationalising the economic activity of the market
through the process of evaluating economic
performance, the research has also contributed to
the field of economics. It is crucial for decision-
makers in government to be aware of the domestic
issues that have the most impact on the stock
market, just as it is for investors to have this
knowledge. According to Salameh et al. (2019),
the stock market is also negatively affected by
the uncertainty that exists on a global scale.

The productiveness of the economic role that
the Iraqi market for securities plays has not been
brought to anyone’s attention. On the other hand,
there are international challenges and risks that may
limit future market activity and cause problems and
crises. Because of this, standing on the reality of this
market to determine the negatives, and quickly
overcoming the obstacles and problems faced by it,
is necessary in order for it to continue to be
effective in the economy.
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A study was carried out as a direct result of
this in order to analyse the economic performance
of the Iraqi securities market over the course of
the period 2010-2020. In order to acquire a clearer
picture of how well its economy is performing,
an investigation into the potential domestic and
international difficulties and risk factors that
may be brought on by the scenario has been carried
out. This was done in order to gain a better
understanding of the situation. This has been done
in order to acquire a better idea of how well its
economy is doing, and this has been the driving
force behind it. In addition to this, the ease with
which the country’s economy can interact with
the economies of the rest of the globe is another
factor that has been taken into account.

The study of finance has seen a number of
theoretical contributions over the years. It is done by
employing a variety of ratios, statistical tools,
and procedures to evaluate the banks’ profitability,
efficiency, and overall financial health. This
contributes to the advancement of AFP analysis.
In addition, the study broadens the applicability of
financial theories by applying them to the unique
circumstances of the Iraqi banking sector. As
a result, it provides insightful information regarding
the functioning of the industry, as well as the issues
it faces. The research analyzes trends and cyclical
patterns in the banking industry through the use of
a longitudinal analysis. This knowledge is crucial for
future research and policymaking and will be
provided by the study. In addition, the findings may
have consequences for banking regulation, policy,
and the decision-making of investors, in addition to
providing possible routes for additional research
and investigation into particular facets of the Iraqi
banking system.

3. RESEARCH METHODOLOGY

All private banks in communities are listed in
the ISE. We are choosing the research sample
from the community by selecting 10 private banks
for the period 2010-2020.

This strategy is predicated on the belief that
every asset can be categorized according to two
statistical characteristics: a position statistical
characteristic, which provides a metric of the average
return of an asset over some period of time;
and a dispersion statistical characteristic, which
quantifies the asset risk. The belief that every asset
can be categorized according to these two statistical
characteristics is what underpins this strategy. When
calculating the average return of each stock, an
arithmetic average of the returns on the stock
throughout each period is taken into account (Abate
et al,, 2021).

n
i=0 Yni

n

P = (1)

where, P is the overall average return of the stock;
Y. is the return of the stock for period, n is the total
number of periods that were taken into consideration.
The following formula can be used to calculate
the standard deviation of a stock’s returns, which
will then be used to calculate the risk value
associated with that particular stock.
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Critical assessment (CA):

2

where, x; represents the proportion of total capital
allocated to the purchase of stock R, denotes
the middle value. The correlation between stocks m
and n, and n is the total number of stocks. Even
though these strategies might be used, it would be
difficult to implement them because there are so
many stocks and percentages to evaluate.

Risk estimation formulation (REF):

REF = Z % (P = Ppay) 3)
N

where, x; is a real variable representing
the proportion (expressed in tenths) of stock n that
has to be purchased and where n is the quantity
of stock.

The growth of the performance of the Iraqi
market for securities is an important necessity that
is required by the process of contact between

market activity and local financial and economic
institutions. This interaction is required for the
development of the Iraqi market for securities.

This method analyses the financial statements
of the ISE, as well as indicators of its AFP, to
determine its role in the economy, as well as
the extent to which it is willing to face the risks
of financial openness expected in the future.
The research has taken the descriptive approach and
turned it into an analytical method to reach its goal.

4, RESULTS AND DISCUSSION

4.1. Hypothesis validation using normality test
based on the F-test

The aim of this study is to analyze international
financial and accounting issues, along with
techniques for overcoming challenges and making
preparations for any risks arising from these
elements. It is noteworthy that the F-value is 0.776,
with a Sig. of 0.000; consequently, the results
presented in Table 1 are affirmed. Thus, the proposed
assumption period covering the years 2010-2020
has been approved as a result.

Table 1. Details of the tested assumption

Model Sum of R? Df Mean of squares F-value Sig.
Linear regression 10 7.35 49.34 0.87 000
Residual values 24.33 13
Total 34.33 20.35

4.2. Kolmogorov-Smirnov method

The normality test is performed in order to
determine whether or not the residual data follows
anormal distribution. The models now in use have
been subjected to this examination (CA and REF).

R-square, standard errors, and values of Durbin-
Watson have all been taken into consideration in
order to determine whether or not the assumption
in question is appropriate for the current analysis.
The results of this investigation are presented in
Table 2.

Table 2. Normality based on Kolmogorov-Smirnov method

Methods Residual values R? Preferable R? Error Durbin-Watson test
CA 0.445 1.223 0.98 0.0023 00
REF 0.675 1.445 0.8897 0.0.53 0.0034

4.3. AFP analysis based on the proposed methods

The results that are displayed in Table 3 also
demonstrate that the outcomes of the risk assessment
and the return are extremely comparable, with
the gap between them being marginally narrower for
the outcomes of the minimization problem. It is
essential to make a note of the fact that the portfolio
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compositions that are produced by the various
problems are distinct from one another. This was
to be expected given that the variables are given
significant weight and that the issues allow for
an endless variety of answers. Due to the existence
of this fact, it is possible to set percentages for each
stock in order to generate returns and risks that are
comparable.

@

NTERPRESS

11



Corporate I Business Strateqy Review / Volume 5, Issue 1, 2024

Table 3. The accounting financial performance analysis for the period 2010-2020

Year Method X P, n;
2010 = 56 i 0810
2011 IEJ?F 6> 0.?)%)9 01.63952
012 g 8 o4 T3¢
03 b 13 5003 o3
2014 R 33 oiiz 0%1639
2015 R 08 545 021
2016 R >3 05(;10 o.logz
017 i 44 G008 27
2018 R 87 oi;s 3 00.493
2019 IEEAF 87 Oé%S o.(())(())g
2020 b 100 2.8 24

4.4. Fluctuations of the liquidity based on AFP for
the period 2010-2020

The value of the securities that are listed on
the stock market as a proportion of the total gross
domestic product is one of the metrics that can be
used to evaluate the size of the market. It is
a measurement of how deeply embedded the value
of the market is in the economy of the nation.
Its use is predicated on the notion, from
an economic point of view, that the size of the stock
market has a positive or negative correlation with its
capacity to mobilise savings and steer them toward
varied investments at the macroeconomic level.

The ratio of the market value to the gross domestic
product in the year 2015 reached around 2.09%, then
declined to 1.05% in 2016, and then increased to
5.43% in 2017, and the increase came back to 9.85%
in 2016 despite its decrease in 2017. As a result
of the worsening of the security situation,
the unemployment rate rose to 6.34%, however, it
has since fallen back down to 7.4% in 2019, as
indicated in Figure 1. Despite the fact that this
proportion has gone down, it still indicates that
the market value has increased at a rate that is
higher than the rate at which AFP analysis based on
the proposed methods has expanded over this time
period.

Figure 1. Liquidity variations over the period 2010-2020

S = N W bk Ul DN o O

2010 2011 2012 2013 2014

4.5. The period’s principal market (2010-2020)

During the period 2010-2020, there was not much
of an increase in the ratio of new issuances from
stocks to AFP analysis based on the proposed
methods. According to Figure 1, this ratio was able
to reach a maximum of 2.34% on average in 2017,
while it reached a maximum of 4.33% in 2018. This
proportion continued its downward trend during
the years that followed, reaching its lowest
point of 3.2% in the year 2019. This indicates
that the primary market is small and that
the instruments that are offered there are limited.
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More specifically, this indicates that the ratio of
savings that are directed to the primary market for
investment in securities is low and that the financial
instruments that are offered in this market have
a limited ability to attract the savings that are
currently available. The proportion of new issues to
total domestic savings (gross domestic product):
This indicator illustrates the degree to which
the primary market encourages the accumulation of
savings within a country. The ratio of new issues of
shares to gross domestic savings climbed from 0.8%
in 2011 until it reached its greatest level in 2016
with limits of 20.3%, as shown in Figure 1. Despite
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the fact that this ratio has been declining over
the vyears, it has been increasing since 2011
(2011, 2012, 2013, and 2014). Over the course of
the subsequent years, this proportion shifted and
rose until it reached 3.8% in the year 2020.

Due to the increased market activity that drove
savers to subscribe to shares and bonds issued in
the market, the ratio of new issuance of shares to
gross domestic savings during the period 2010-2016
was high, as shown in the previous paragraphs. This
was the case during the time in question. While
the percentage was low and unstable during
the period 2016-2020, this indicates that savers are
moving their money to other, safer savings areas for
themselves; consequently, this situation calls for
a prompt response to revitalise the issuance market
and diversify the tools and institutions that increase
savers’ ability to play their role in mobilising savings
and channelling them toward real investment.
The ratio of new issues to total fixed investment
indicates that the primary market’'s contribution to
financing investments throughout the period from
2010 to 2020 was average, as it averaged 11%.
It reached its lowest point in 2011 at 12%, having
dropped from a high of 44% in 2016. On the other
hand, it went up to 23% in 2020 and then started
going down, eventually reaching 12% in 2014,
respectively, before levelling off. This is evident that
the primary market is continuing to be weak in
terms of its ability to contribute to the financing of
new developments. The proportion of the banking
system’s long-term deposits that consist of fresh
issues: This indicator is one of the measurements
that reflect how efficient the stock market is. It
indicates the market’s ability to mobilise savings and
refocus them toward long-term investments. It is
pointed out that the value of long-term deposits
(non-current savings deposits) in the banking system
far exceeds the value of current deposits. This
demonstrates the existence of significant savings
that can be redirected through the primary market
toward long-term investments. The proportion of
total new issuances to total non-current savings
deposits (long-term) varied from 11% in 2011 to 11%
in 2011. This occurred throughout the same year.
After that, this percentage started going up and
down until it finally hit 22% in 2020.

Because of fluctuations in the ratio, the primary
market in Iraq does not have enough capacity to
absorb the large amounts of long-term savings that
have been accumulated over the vyears with
commercial banks in exchange for the lack of
investment opportunities for productive projects
that can be absorbed through the market. Because of
these ratios, it is necessary to study possible ways
to re-employ these savings annually in the form of
securities through the primary market. This is
because the ratios indicate that there is a large
amount of long-term savings accumulated.

5. CONCLUSION
In conclusion, in spite of the reform measures that

the Iraqi securities market has seen, it is still a long
way from fulfilling the economic role that has been
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assigned to it. This is due to the characteristics that
are still characterized by it and, which represent
obstacles that prevent this from happening. Despite
the reform measures, it is still a long way from
fulfilling its role. The lack of liquidity in the Iraqi
market for securities, as demonstrated by the 33%
drop in stock turnover that occurred throughout
the research period. The primary market’s potential
size is constrained due to the limited variety of
assets you currently engage in trading. The typical
ratio of initial public offerings of securities to the
country’s gross domestic product is 12%. The low
contribution rate that the primary market offers for
financing ventures is a source of weakness. Because
investors are turning to cash and the banking
market to provide the necessary financing for them
rather than offering shares for public subscription,
the average ratio of the value of initial issuances to
the value of fixed capital has reached 33.3%. This is
due to the fact that the ratio has reached this level.
In addition to giving preference to the private
sector in the establishment of family joint stock
businesses. The potential for the market, as well as
other financial institutions, to be exposed to
multiple crises, to enter illegal funds and high
speculation, and to escape national funds abroad, as
well as the weakness of national sovereignty in
the use of monetary and financial policy as a result
of vulnerability to the challenges that come along
with financial openness and its challenges.
The financial openness and the challenges that it
presents push toward the potential exposure of
the market to a wide variety of adverse effects and
risks, as well as its reflection in the macroeconomic
variables and the financial and economic stability,
particularly in the event that sudden movements of
short-term capitals take place.

This research is important since it sheds light
on Irag’s banking sector’s health and stability.
It helps investors choose solid, growing private
banks. The research helps regulators and policymakers
evaluate banking regulations and strategies to
ensure a healthy financial system. Recognizing bank
performance trends aids risk assessment and
long-term planning. The research improves banking
openness and academic knowledge. The study’s
comprehensive analysis benefits stakeholders and
helps the Iraqgi banking sector grow.

Researchers faced several limitations and
constraints regarding the study’s outcomes, which
can be summarized on two fronts. Firstly, there
were constraints related to conducting advanced
statistical analyses, diverging from the traditional
approach in financial accounting analysis. STATA
Program was employed for extracting the study’s
results. On the other side, challenges arose
concerning the banking performance of several Iraqi
banks after being blacklisted by the United States
government due to money laundering issues.
Therefore, the results were analyzed in a holistic
manner rather than a detailed one to avoid
complications that may arise from assessing
the performance of these banks.
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