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Abstract

The research aims to determine the importance of financial inclusion indicators, relying on two main
dimensions—access and usage—and their sub-indicators, in relation to the efficiency of capital
investment decisions. Investment decisions made by bank management may potentially suffer from
underinvestment or overinvestment, as managers tend to base their decisions on their expectations about
the future. To address this, the research employs a model for measuring investment efficiency based on
banks’ growth opportunities, using the absolute values of the residuals from the regression equation
between bank assets and revenues.

In order to test the research hypotheses, several financial inclusion indicators were applied to Iraqi joint-
stock banks, given their significant impact on the local financial system through contributing to improved
financial conditions, raising saving and investment levels, and consequently reducing poverty, during the
period 2017—2023. The efficiency of investment decisions in these banks was assessed by identifying the
extent to which actual investments deviated from expected ones. In line with this, the research also
conducted an additional test to measure and analyze the systemic risk facing the sampled banks.
Specifically, financial inclusion indicators were introduced as linking variables to determine investments
and reduce risks encountered by banks, using the Beta coefficient, which reveals the systemic risk
associated with investment decisions.

The study concludes that financial inclusion enhances the capacity for innovation in financial products and
services, which positively reflects on the efficiency of capital investment. Moreover, financial inclusion
plays a vital role in reducing systemic risks by distributing risks across a broader base of beneficiaries and
providing greater resilience against economic shocks. Given the importance of financial inclusion
indicators in achieving financial development and expanding financial services to society, the research
suggests incorporating these indicators as part of banks’ internal risk analysis tools to improve capital

management.

Keywords: Financial inclusion, Investment decisions, Systemic risk, Iraqi banks.
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