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Abstract

This study aims to analyze the impact of financial inclusion on the profitability of Iragi banks. To achieve
this objective, the panel data methodology was applied using annual data for a sample of ten Iragi banks,
consisting of five commercial and five Islamic banks, covering the period (2012—2023). Bank profitability
was measured using the Return on Equity (ROE) indicator, while banking outreach was adopted as the
main proxy for financial inclusion. The research problem stems from the central question: What is the effect
of financial inclusion on the profitability of commercial and Islamic banks in Iraq?

Based on this question, the main hypothesis was formulated as follows: financial inclusion has a positive
and significant impact on the return on equity (ROE) of Iragi banks, and this effect varies according to the
type of bank (commercial or Islamic). To test this hypothesis, three estimation models within the panel data
framework were employed: The Pooled OLS model, the Fixed Effects model, and the Random Effects model.
The results revealed that financial inclusion positively and significantly affects the profitability of both types
of banks, with a stronger and more evident impact observed in Islamic banks compared to commercial
ones. Moreover, the relationship between the two variables appears stable in the long run, confirming that
strengthening financial inclusion represents an essential pathway for improving the efficiency and
profitability of Iraqi banks.

Keywords: Financial Inclusion, Banking Outreach, Return on Equity (ROE), Panel Data.
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