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The reality of private banks in Iraq

Since the promulgation of the Banking Law No. 94 of 2004, private banking activity has begun 
to spread after the state dominated most aspects of economic life, including the financial and 
banking sector. The aim of legislating this law was to transform the economic system in Iraq from 
central planning to the market mechanism, as the law included allowing the local and foreign 
private sector to establish private banks after obtaining a license from the Central Bank of Iraq, 
and the Central Bank did not specify the minimum capital of the local private bank at (250) billion 
and foreign Iraqi dinars (after it was (100) billion dinars), as for branches of foreign banks, the 
minimum capital of the branch is 50 million Dinar (Central Bank of Iraq, Link).

The spread of private banks in Iraq

About 71 private banks have been established (25 local commercial, 28 local Islamic, 16 foreign 
commercial and 2 foreign Islamic) and the number of branches of these banks in all governorates 
of Iraq has reached about 470 branches, mainly in the capital Baghdad, and to a lesser extent in 
Basra and Erbil, then in Najaf, Nineveh, Karbala and Sulaymaniyah.

Figure 1: Total branches per bank:

*Figure(1) prepared by the center based on data published on the official pages of banks on the Internet.
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Figure 2: Branches of Commercial Banks by Governorate

*Figure(2) prepared by the center based on data published on the official pages of banks on the Internet.

Figure 3: Branches of Islamic Banks by Governorate:

*Figure(3) prepared by the center based on data published on the official pages of banks on the Internet.
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Figure 4: Total branches per Islamic Bank:

*Figure(4) prepared by the center based on data published on the official pages of banks on the Internet.

Capital of Iraqi banks

Most private banks did not exceed the minimum capital set by the banking bank of 250 billion 
dinars (with the exception of the Kurdistan International Islamic Bank), as did foreign banks, 
while government banks are mostly below the minimum capital of private banks, with the 
exception of the Iraqi Trade Bank.

*Figure(5) prepared by the center based on the data of the Central Bank of Iraq
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Figure 6: Capital of commercial banks in Billions of Dinars:

*Figure(6) prepared by the center based on the data of the Central Bank of Iraq

Figure 6: Capital of islamic banks in Billions of Dinars:

*Figure(6) prepared by the center based on data published on the official pages of banks on the Internet.
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The Reality of Private Banks in Iraq

The most prominent activities of Iraqi private banks

The follower of the financial reports of private commercial and investment banks can notice 
that the activities practiced by these banks are closer to ex-change companies than to the 
banking business represented by mediation between lenders and borrowers, as banking services 
represented in facilitating payments and financial transfers against commissions or fees are the 
most prominent activity of private banks, followed by foreign currency sales, and then interest 
lending operations.

Figure 7: Revenues of the most prominent 
banking activities of commercial banks in 
billions of iraqi dinars for the year 2020

*Figure(7) prepared by the center based on the financial 
reports of commercial banks published in the Iraqi Securities 

Commission

Figure 8: Revenues of the most prominent 
banking activities of commercial banks in 
billions of iraqi dinars for the year 2021

*Figure(8) prepared by the center based on the financial 
reports of commercial banks published in the Iraqi Securities 
Commission
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The Reality of Private Banks in Iraq

As for Islamic banks, the sale of foreign currency and banking services for fees or currencies are 
the most prominent activities, followed by Islamic banking operations such as Murabaha and 
Ijarah, and long-term investments.

Figure 9: Revenues of the most prominent 
banking activities of islamic banks in 
billions of iraqi dinars for the year 2020

*Figure(9) prepared by the center based on the financial 
reports of commercial banks published in the Iraqi Securities 
Commission

Figure 10: Revenues of the most prominent 
banking activities of islamic banks in 
billions of iraqi dinars for the year 2021

*Figure(10) prepared by the center based on the financial 
reports of commercial banks published in the Iraqi Securities 

Commission
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The Reality of Private Banks in Iraq

Profits  of Commercial Banks

The profits of commercial banks during the years 2020 and 2021 ranged between 11.4% and 
-1.7%, but they did not exceed an average of 2.9% in 2020 and 2.2% in 2021, and by conducting 
a regression analysis to show the impact of the volume of revenues of basic activities on the 
amounts of profits of commercial banks, it is clear that the most influential activities in the 
amount of profits in 2020 is interest income, followed by foreign currency sales income, where 
the coefficient of the impact of interest income on the amount of profit is 0.9 The impact of the 
income from the sale of the currency was 0.4, while the impact of the income of commissions 
was not significant, but in the year 2021, the impact of the income of the sale of the currency in 
profits was the strongest, reaching 0.8, followed by the strength of the effect, interest income, 
which amounted to 0.4, and finally, the currency income had a positive impact of 0.3 as shown 
in Table(1).

Figure 11: Earnings per share:

*Figure(11) prepared by the center based on the financial  reports of commercial banks published in the Iraqi Securities 
Commission
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Table 1
Results of the analysis of the decline of banks ‹ profits on the revenues of commercial banks› 
activities (Dependent variable: Net profit)

Explanatory variables Transactions Year 2020 Transactions Year 2021

Intrest income 0.09*** 0.41***
Commission income -0.12 0.26**

Revenue from the sale of the 
business 0.45*** 0.77**

Fixed limit 0.37 -1.76***
Determination coefficient

A D J - R 2 86% 86%

F-Statistics 34.5*** 34.24***

*Table(1) prepared by the center using the STATA program,
represents the level of morality 1%, ** level of morality 5%and * level of morality 10%

Profits of Islamic Banks

The profits of Islamic banks during 2020 and 2021 ranged between 1 and 3. 2% and0. 4%, but 
it did not exceed an average of 4.7% in 2020 and 4% in 2021, and by conducting a regression 
analysis to show the impact of the volume of revenues of basic activities on the amounts of profits 
of commercial banks, it is clear that the most influential activity in the amount of profits is the 
revenues of the sale of foreign currency, as the factor of its impact on net profits was 1.01 in 2020 
and 0.35 The year 2021, followed by the year 2020 is the income of Islamic banking operations, 
whose impact factor on net profits was 0.81, then the commission income, whose impact factor on 
net profits was 0.56, while in 2021, the impact of commission income was higher than the impact 
of Islamic banking operations, with an impact factor on net profits of 0.21 compared to 0.16 As 
for the coefficient of impact of Islamic banking operations on net profits, the impact of long-term 
investments on net profits was inverse in 2020 and insignificant in 2021as shown in Table (2).

Figure 12: Profit Rate of Islamic Banks:
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Table 2
Results of the analysis of the decline of banks ‹ profits on the revenues of commercial banks› 
activities (Dependent variable: Net profit)

Explanatory variables Transactions Year 2020 Transactions Year 2021

Revenue from the Islamic Banking 
Operations 0.81*** 0.16***

Commission income 0.56*** 0.21***
Revenue from the sale of the 

business 1.01*** 0.35***

Long-term investments -0.66*** 0.23
Fixed limit -3.61*** -0.86*

Determination coefficient
A D J - R 2 78% 81%

F-Statistics 19.01*** 22.68***

*Table(2) prepared by the center using the STATA program,
represents the level of morality 1%, ** level of morality 5%and * level of morality 10%

Some indicators about the backwardness of the banking sector in Iraq:

Iraq is one of the weakest countries in terms of financial indicators in the world and the Arab 
world, according to the World Bank database The Global Findex Database and according to the 
indicators of the year 2020, Iraq is one of the lowest Arab countries in terms of the number of 
commercial banks relative to the population, as the number of commercial bank branches per 
100 thousand inhabitants is less than 4, and the number of ATMs, if there are about five ATMs 
per 100 thousand inhabitants, The number of credit cards out of every 1,000 adults there are less 
than two people who have a credit card, and in terms of debit cards it is better off than Algeria and 
Tunisia, where there are 112 people who have a debit card out of every 1,000 adults, due to the 
Iraqi governments › reliance on debit cards in distributing employees › salaries, and in terms of the 
number of online and mobile banking transactions. Fewer than one in 1,000 people have had an 
online and mobile banking transaction, and finally less than 20 per 100,000 adults.

Figure 13: Number of commercial bank branches per 100,000 adults: 
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Figure 14: Number of commercial bank branches per 1,000 km2:

Figure 15: Number of ATMs per 100,000 adults:
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Figure 16: Number of ATMs per 1,000 km2:

Figure 17: Number of Credit Cards per 1,000 adults:
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Figure 19: Number of debit cards per 1,000 adults:

Figure 19: Number of online and mobile banking transactions (during reference year) per 1,000 
adults:
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Figure 16: Number of ATMs per 1,000 km2:

Directions of the Central Bank of Iraq to develop banking work in 
Iraq:

Within the framework of the Central Bank of Iraq›s endeavor to develop its infrastructure, a 
future vision is being developed to develop the payment system by operating systems compatible 
with international best practices with the aim of enhancing financial inclusion and electronic 
automation through several procedures that heworked on as projects for the Payments Department 
in the Central Bank of Iraq, and (The meeting of the Governor of the Central Bank of Iraq with 
the Iraqi News Agency on 14/9/2022):

A. Activating the electronic collection of billers.

B. Project of automating the work of ministries and government institutions.

C. Project to establish a fast payment system.

D. E-learning digitization project in Iraq. 

E. Implementation of the electronic Know Your Customer (K-KYC) project, which provides a 
unified database to facili- tate the process of customer identification.

F. Application of digital financial services.

G. Developing the real-time gross settlement system (RTGS) to work in accordance with a unified 
database to facilitate the customer identification process. 
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H. Participation of the Iraqi banking system in the regional clearing system and the clearing and 
settlement system of inter-Arab payments.

J. Preparing the national strategy for financial inclusion and delivering electronic payment 
services to all segments of society.

K. Contracting with consulting companies to draw up the payment strategy and develop the 
structure of payment systems.

L. Contracting with external audit companies to audit the work of electronic payment service 
providers in terms of financial and technical aspects and the extent to which they conform to 
international standards and the instructions of this bank.
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Supplements
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This report provides an in-depth analysis of the distribution and performance of commercial 
and Islamic banks across various governorates in Iraq. The data used in this report is sourced 
from the Central Bank of Iraq and the financial reports of commercial banks published in the 
Iraqi Securities Commission.

www.egciraq.org


