The impact of shifts in banking services under Treasury
sanctions and the intensification of competition in the Iraqi
banking environment

Abstract
Thisresearchincludedastudyoftherealityofbankingservicesinlrag,focusingontheimpacto
fUSsanctionsimposedinlate2022onanumberoflragibanks. Theperformanceoftwobanks
wasanalyzedastwooppositemodels:theMiddleEastBank,whichwassubjectedtosanctions
,andtheNationalBankofIrag,whichwasnotsubjectedtosanctions. Theresultsshowedthatb
anksthatreliedheavilyonthewindowtosellforeigncurrencywereseverelyaffectedafterthes
anctions(MiddleEastBank),whilebankswithavarietyofsourcesofincomeandtechnologic
alinfrastructurewereabletoadaptandachievepositiveresults(NationalBankoflraq). Theres
earchrecommendedthattheconcernedauthoritiesinlrag,whetherregulatoryorbanking,sho
uldworktoestablishflexibleandnewmethodstoconfrontinternationalsanctions,throughth
eestablishmentofmultiplebankingrelationsandthepromotionoftransparencyandcomplia
ncetoalleviateexternalpressuresandensurethecontinuationofbankingoperationsindifficu
Ittimes.

Abstract
Thisresearchexaminestherealityofbankingservicesinlrag,withafocusontheimpactofU.S.
sanctionsimposedinlate2022onanumberofiragibanks. Thestudyanalyzestheperformance
oftwobanksascontrastingmodels:MiddleEastBank,whichwassubjectedtosanctions,and
NationalBankoflrag,whichwasnot. Thefindingsrevealedthatbanksheavilyreliantonthefo
reigncurrencyauctionwindowwereseverelyaffectedafterthesanctions(MiddleEastBank)
,whilebankswithdiversifiedincomesourcesandadvancedtechnologicalinfrastructurewer
eabletoadaptandachievepositiveoutcomes(NationalBankoflraq). Thestudyrecommendst
hatrelevantauthoritiesinlrag,whetherregulatoryorbankinginstitutions,workonestablishi
ngflexibleandinnovativeapproachestoaddressinternationalsanctions. Thisincludesbuildi
ngmultiplebankingrelationshipsandenhancingtransparencyandcompliancetomitigateex
ternalpressuresandensurethecontinuityofbankingoperationsduringchallengingtimes.
Keywords:bankingservices,bankingenvironment,treasurysanctions,diversificationofb
ankingservicesandincreasedcompetition,sanctions,bankingservicesandbankprofitabilit
y.

Introduction
Bankingisoneofthemainpillarsintheeconomicenvironmentofanycountry,asitplaysapivot
alroleinstimulatingeconomicgrowthandenhancingfinancialstabilitybymeetingtheneeds
ofindividuals,companiesandgovernments.Inlightoftherapidtransformationsintheglobal
economicenvironment,thelragibankingsectorfacedmanystructuralandregulatorychallen
ges,especiallyinlightofgrowingglobalizationandincreasingcompetitivepressures. Theim
portanceofdevelopingbankingservicesinlraghasincreased,especiallyafterthesecurityand
economicchangesthatfollowedin2003,andtheaccompanyingreformeffortstoenhancefin
ancialinclusionandmodernizethetechnologicalinfrastructureofbanks.Despitethestepsac
hievedinthisregard,manybanksstillsufferfromlimiteddiversityinsourcesofincome,andpo
orcompliancewithinternationalstandards,whichresultedintheimpositionofdirectsanctio
nsbytheUSTreasuryDepartmentin2022onanumberofiragibanks,asaresultofsuspicionsre
latedtopoorcompliancewithAML/CFTstandards. Thesesanctionshaveaffectedmorethan
14banks,includingtheMiddleEastBank,denyingthemaccesstotheUSfinancialsystemand
makingtransfersindollars. Thisactionwasastrongshocktothelragibankingsystem,especial
lytobanksthatreliedalmostentirelyonthewindowofsellingforeigncurrencyastheirmainso



urceofrevenue.Incontrast,somenon-
punishedbanksemerged,suchastheNationalBankoflrag,whichwasabletoinvestthesituati
ontoitsadvantagebystrengtheningitsservicesandachievingrapidgrowthinitsprofits. Thisr
esearchaimstostudytheimpactofsanctionsontheperformanceofiragibanks,throughanana
lyticalcomparisonbetweenabankthathasbeensubjecttosanctionsandonethathasnot,andto
shedlightonthefeaturesofthechangeinbankingmodelsafter2022.

Researchproblem
Thebankingsysteminlragfacesarangeofdifficulties,includingalackofdiversityofsources
ofincome,heavyrelianceonthesaleofforeigncurrencies,inadditiontoincreasedpressurefro
minternationalregulators. ThesedifficultiesincreasedaftertheUSTreasuryimposedsancti
onsonanumberoflragibanksattheendof2022,duetonon-
compliancewithinternationalstandardsinAML/CFT.Thisledtoconfusionintheperforman
ceofsomebanksandsignificantfinanciallosses,whileotherbanksemergedthatwereabletot
akeadvantageoftheopportunitiesavailableinthemarket.Hence,theproblemofresearcharis
esinthefollowingquestion:
WhatistheimpactofUSsanctionsontheperformanceofiragibanks,andwhatisthedifference
betweenbanksthathavebeensanctionedandthosethathavenotintermsoftheirabilitytoadapt
anddeveloptheirmodelstoachieveprofitbymaintainingthediversityoftheirbankingservice
s?

ResearchHypothesis:
Theresearchproceedsfromthepremisethattherearefundamentaldifferencesintheperforma
nceofsanctionedlragibankscomparedtonon-
sanctionedones,asbankswithavarietyofsourcesofincomeandadvancedtechnologicalinfr
astructurearemoreadaptableandcompetitive.

Targetofresearch
Theresearchaimstoanalyzetherealityofbankingservicesinlrag,highlightingthechallenge
sitfaces,withacomparativestudyoftheperformanceoftwomajorbanks,onesanctionedandt
heothernot,inanattempttounderstandthedynamicsofbankingadjustmentandprovideafutu
revisionforsectorreform.

ResearchBoundaries

TimeDimension:Duration2016-2024

Spatialdimension:lragieconomy
Sectoraldimension:Bankingsector(MiddleEastBankandNationalBankoflraq)

Thefirstaxis: Thetheoreticalframeworkofbankingservicesbetweentheconceptandt
heneedfordevelopment
Bankingservicesarereceivingwideattentionfromresearchersandspecialists,duetotheirvit
alandactiveroleintheperformanceofbanksandfacilitatingthelivesofindividuals.Asaresult
,therearemanyconceptsanddefinitionsrelatedtoit,asthecountriesoftheworldhavetakencar
eofitinvariouswaysaccordingtotheirlevelofprogress,andthisstemsfromitsgreatimpacton
theirdevelopmentandgrowthprocesses. Tounderstandbankingmoreaccurately,itsdefiniti
onshouldbetouchedupon,asitisdefinedasthebasicadvantageprovidedtothecustomer,whi
chinhisviewisasourcetomeethisneeds,whilefromthebank'spointofviewitisasourceofprof
itthatcontributestoprovidingacompetitiveadvantage(Wilsonetal.,2016:323).Itisalsokno
wnasprovidingbankingoperationssuchasloans,paymentsordepositaccountsasservicesth
atbenefitfromasecureandregulatedinfrastructurethatcomplieswithbankingstandardsbas
edonmodernplatformsthatusethe API(Ris,2022:121).Itisalsoknownasasetofoperationspr
ovidedbybanksthatcontaintangibleandintangibleelements,astheyareprovidedtocustome
rsthroughtheirfeaturesandutilitarianvalue. Theseoperationsareasourceofsatisfactionfort
hecurrentandfutureneedsofcustomers,andtheyarealsoasourceofprofitsforthebank(Al-
Dulaimi,2022:151).



Itisalsodefinedasasetofindividualcapabilities,necessaryresources,traditionsandlegalreg
ulationsthatareprovidedandestablishedinamannerconsistentwiththeclient'spreferencest
oenablereasonablebankingchoices(Al-Bakri,2021:82).
Fromtheabove,theresearchercandefinebankingservicesasacoherentsetoffinancialandad
ministrativeactivitiesandprocessesprovidedbybankstomeettheneedsofindividuals,comp
aniesandgovernments. Thesefinancialsolutionsincludemanyservicessuchasdeposit,lendi
ng,moneytransfer,andassetmanagement.Allofthisisdonethroughtheuseofadvancedtech
nologyandacomprehensivelegalandregulatorysystem. Theseservicesareanessentialmea
nstopromotefinancialinclusion,economicstabilityandsustainabledevelopment.Itisalsoa
nimportantelementforgeneratingrevenueandcreatingacompetitiveadvantageforbanks.B
ankingisalsocharacterizedasacombinationofmaterial(e.g.financialproducts)andimmater
ial(e.g.trust,relationships,experience)elements,influencedbymanyfactorssuchastechnol
ogicaldevelopments,changesinconsumerbehavior,aswellasmonetarypoliciesanddomest
icandinternationallegislation.
Tounderstandbankingmoreclearly,itisimportanttoknowitsbasicdimensions,andthesedi
mensionsappearthroughtwomainaxesthatexpresstheessenceandcomponentsoftheseserv
ices(Kerinetal.,2015:100):

1.Utilitariandimension: Thisdimensionrepresentsthedirectfinancialbenefitsthatthecusto
mer,whetherapersonoracompany,seekstoobtainthroughhisdealingswiththebankandthep
urchaseofbankingservices. Thisaspectiscloselylinkedtotheexpectationsandneedsofthecu
stomer,makingitnecessaryforthebankorserviceprovidertoclearlyhighlightthesebenefitsi
nthecontextoftheserviceoffered. Thisdimensionalsorepresentstheactualembodimentofa
marketingphilosophyaimedatbenefitingthecustomer,wheretheethicsofdealingisdetermi
nedbasedonthecomparisonofbenefitsversuscostspaid. Ifthebenefitsaregreaterthanthecos
ts,actingmarketingandethicallyisacceptable. Thisdimensionstartsfromaneconomicpersp
ectivethatfocusesonincreasingthebenefittothecustomerasanindicatoroftheeffectiveness
oftheservice.

2.Distinctdimension: Thisdimensionexpressesthetechnicalandfunctionalcharacteristics
ofaneffectivebankingservice,andfocusesonthequalityofservice,itscomponentsanditsabil
itytomeetcustomerexpectationsandgoals. Themorethebankingserviceisdesignedwithsop
histicatedfeatures,thegreaterthelevelofcustomersatisfactionandawarenessofthevalueoft
heservice.Thisdimensionislinkedtotheessenceoftheserviceitself,wherethefocusisoncrite
riasuchasaccuracy,speed,flexibility,security,andefficiencyinperformance.Allofthisenh
ancesthepositiveimageofthebankandprovidesabetterbankingexperienceforthecustomer.
Banksareconstantlyimprovingtheirfinancialservicesbecauseoftheirgreatimportanceinm
aintainingtheircustomersandenhancingtheircompetitivenessinthemarket. Improvingfina
ncialservicesmeansaddingnewservicestothebank,eveniftheseservicesalreadyexistinthe
market,buttheyareofferedforthefirsttimebythisbank. Thisisoneofthebasicplansaimedatst
rengtheningthebank'spositionandaligningitwithchangesinthefinancialfield. Theneedtoi
mprovefinancialservicescomesfromseveralreasons,mostnotablytheincreasingcompetiti
onbyotherfinancialentitiesthathavebeguntoofferdirectlycompetingservices,promptingb
ankstooffermoreinnovativeanddistinctiveservices.Banksarealsotryingtomaintaintheloy
altyoftheircurrentcustomersontheonehand,andattractnewcustomersontheother(Ghali,2
017:86),andthisentailsdiversifyingandmodernizingtheirservices.Inaddition,newmarket
sofferopportunitiestomakeadditionalprofits,whichencouragesbankstodesignservicestos
uittherequirementsofthesemarkets. Anotherreasonforfinancialservicesinnovationisbank
s'desiretoreducetherisksassociatedwithprovidingdiverseservices,byprovidingavarietyof
productsandreducingrelianceononlyonetypeofactivity.Moreover,thediversityofcustom
ers’needsandtheincreaseintheirfinancialandcreditaspirationsrequirebankstobemoreflexi
bleandabletoadapttothesechanges.ltisalsoimportantnottoignoretheimpactofrisingmone



ycosts,especiallyinlightofthestrongcompetitionandthetrendtowardsmovingawayfromtr
aditionalsystems,whichpushesbankstoofferattractivereturnstoattractandretaincustomer
s.Inthiscontext,successfulbankingmanagementseekstoprovideallthenecessaryrequirem
entstoensuretheprovisionofqualityandefficientbankingservices,motivateemployeesandi
mprovetheirperformance,toensurearapidandeffectiveresponsetocustomerneeds. Italsose
ekstounderstandthechallengesthatcustomersmayfaceandpayattentiontotheirobjections,
whileprovidingthenecessaryfacilitiesandadheringtopromises,whichenhancescustomerc
onfidenceandstrengthensthepositiverelationshipbetweenthemandthebank(Al-
ZoubiandAl-Khatib,2022:208).
Thesecondaxis:thelragibankingenvironmentanditschallenges
Thebankingsectorisoneofthemostaffectedeconomicfieldsduetotherapiddevelopmentsan
dchangesfacedbytheglobaleconomyasaresultofincreasingglobalization,andthecompetit
ivepressuresithascausedontheeconomiesofcountries. Thishasgreatlyaffectedthebanking
sectorintermsofincreasingresponsibilities,themagnitudeofinternationalchallenges,andt
heneedtoimplementstabilizationandeconomicreformprograms.Sincebanksplayanimpor
tantroleinachievingeconomicdevelopmentgoalsbecauseoftheirabilitytocollectsavingsa
ndusethemeffectively,weseethechallengesandproblemsfacingthelragieconomy,especia
Ilyinthatsectorthatsuffersfromadelayindevelopment,whichrepresentsanobstacletothede
velopmentandgrowthofeconomicinstitutions. Thisisespeciallyevidentwiththeexpansion
ofthebankingmarket,increasedcompetitionandhigherrisksasaresultofglobalizationinban
kingactivity.
Thebankingsectorinlragfacesstructuralimbalancesthatarenotcommensuratewiththetren
dsoftheeconomicandsocialsystemandarenotinlinewiththegovernment'sapproachtofutur
eeconomicdevelopment.However,itcanbesaidthatthelragibankingsystemismovingtowa
rdsfreedom,andbelievesinthedevelopmentoftheprivatesectorinseveralareas.Bankshave
becomemorethanjustaneedtoregulatetheeconomicaffairsofindividuals,theyalsoassistint
heeconomicoperationsoftheprivateandpublicsectors.
Instabilityinsecurityisoneofthemostprominentreasonsthathinderthedevelopmentoftheb
ankingsectorinlrag,asthissectorcannotoperateanddevelopinaninsecureenvironment.Ina
ddition,economicstabilityandsoundeconomicpoliciesplayanimportantroleinimprovingt
hebankingsector,sotheunstableeconomicconditionsfacinglragareanotherreasonforthesl
owandundevelopedbankingactivity. Theimprovementofthebankingsectorcannotbesepar
atedfromthegeneralstateofeconomicpolicy,soitisnecessarytoworktoenhancethechances
ofsuccessofchoosingandimplementingappropriateeconomicpoliciesinlinewiththecurre
ntstateoftheeconomy.Inaddition,lowbankingawarenesshasplayedamajorroleinundermi
ningthedevelopmentofbankingactivity,asthisawarenessisoneofthebasicthingsthatenhan
cebankingactivitybyunderstandingthetoolsandmethodsofbankingandincreasingthenum
berofcustomerswiththissector.Ultimatelyitisindividualswhocomeintocontactwithbanks
bydepositing,requestingloansandotherbankingservices(Abdolreza,2008:105).
Oneofthemostprominentchallengesthatcanbeselectedaboutbankingactivityinlragliesint
helowlevelofawarenessresultingfrommanyfactors,someofwhichareobjectiveandsomeo
fwhicharehistoricalrelatedtobothsocietyandbanks,wherethereisalackoftrustbetweendea
lersandbanks.Asforobjectivefactors,theyaredirectlyrelatedtotheworkofbanksanddepen
donthequalityofbankingservicesandtheextentofcompetitionbetweenbanks,aswellasther
oleofthemediainspreadingbankingawarenessandinformingthepublicaboutitonanongoin
gbasis.Asforhistoricalfactors,theyincludethepublic'sviewofbankingandcreditoperations
.thatis,theyarerelatedtothethoughtandsocietythatwaspreviouslyestablishedamongthose
dealingwiththebankingsector.Undoubtedly,thisisevidencedbytheexistenceofideasandc
onceptsrootedinthepastinlrag,anditseemsthattheseideasarenotrelatedtoobjectivefactorsi
ntermsofthequalityofbankingservicesorcompetitiveness,butratheropinionisbasedonthe



psychologicalimpactonobjectivefactors.Somearesuretoask,whatdoesthebankingsector
meanforordinarypeople?Theanswermayvarydependingonthecircumstances,asitisonlya
meansoftransferringfundsfortradersandstoringthemwithinteresttobeneficiaries. Thesetr
aditionalmethodsofdealinghavemergedwithtwoaspects,thefirstofwhichispsychological
relatedtobankcustomerssincealongtimeago. Thesecondfocusesonthenatureofthesedeale
rs,assomeseethemasunacceptableusuriousbanks,whileothersbelievethatlragibankslacke
fficiencytoprotectfunds,especiallyaftertheeventsof2003thatwitnessedrobberies. Thisisr
eminiscentofwhathappenedintheNetherlands,wherepeople'sappetiteforbanksdeclinedd
uetopoorsecurityandmoneyprotection.InasurveyconductedbyDutchbanks,itshowedthat
thedeclineintransactionsin2011wasduetothedeclineinthelevelofsecurityprovidedbyban
kstocustomers.Therefore, itisimportantforstakeholderstofindwaystoconvincepeoplethat
thereareproceduresinplacetoensurethesafetyoftheirfunds(Jonker,2005:7).
Improvingthebankingsystemisoneofthebasicelementsofmodernizingthefinancialfieldan
dincreasingitsefficiency. Thisimprovementisshownbyadoptingnewfinancialinnovations
,suchassophisticatedbankingtoolsandmethods. Toachievethisgoal,itisnecessarytocreate
anenvironmentthatsupportsdevelopmentandisflexiblesothatthesetoolscanbespreadanda
cceptedbyindividualsandcompanies. Themaindriverofthischangeisthecontinuouschang
esinthebankingmarketsasaresultoftechnologicalprogress,asthesechangesofferrealoppor
tunitiestoreducethecostsofbankingservicesusingmoderntools,whichincreasestheprofits
ofbanksandasprofitsincrease,bankinginstitutionscanexpandtheiractivityinprovidingloa
nsandfinancialassistancetoinvestors,whichcontributestotherevitalizationoftheeconomy
andleadstopositiveresultsingrowthandimprovementofbankingperformanceingeneral.In
thiscontext,effortsinlraghavetendedtokeeppacewiththisprogressthroughtheintroduction
ofelectronicpaymentsystemssincethemid-
2000s,withtheaimofimprovingandmodernizingthebankingsector. Thisincludedpromotin
gtheuseofelectronicmeansintheexchangeoffunds,whichhelpsreducerelianceontradition
alpaper-
basedmeansandalsosupportsoperationalefficiencyandtransparencyinfinancialtransactio
ns(See:Arneretal.,2016);(See:IMF,2023).
Thebankingsectorinlragsuffersfromalackoftechnicalcapacityandcapabilitiesrequiredto
manageinvestmentseffectively,whichhasmadeitasunderdevelopedasbanksinneighborin
gcountries. Thisdelayinmodernizationandtechnologyhasnegativelyaffectedtheperceptio
nofcustomerstowardslragibanks,astheyhavebecomeconsideredtraditionalandlateinstitu
tions,lackingadvancedbankingservicesthatmeetthechangingneedsanddesiresofcustome
rs.Asaresult,thebankingsector,especiallyprivatebanks,hasseenamarkeddeclineinthenu
mbersofcustomerswhopreferredtodealwithmoresophisticatedandefficientinstitutions. T
hisproblemhasbeenexacerbatedbyalackofconfidenceinsomebanks,especiallyafteranum
berofthemfailedtomeetrequeststowithdrawfundsfromdeposits,whichledtoasignificantd
ecreaseindepositratesinmostbanks. Thisdeclineindepositsisworrying,asitdirectlyaffectst
heabilityofbankstofinanceprojectsandinvestments,weakeningtheirroleinsupportingeco
nomicactivityandachievingdevelopment. Thesehavedemonstratedtheurgencyofkeeping
pacewithrapidadvancesintechnology,sothatthebankingsectorcantakeadvantageofthesig
nificantopportunitiespresentedbylCT.Theaimofthisorientationistoimprovethemethodsa
ndsystemsofprovidingbankingservices,andincreasetheirqualitytomeettheneedsofcusto
mersmoreefficiently.ltalsorequiresthecreationofnewbankingapplicationsthattakeintoac
countthestandardsofspeedandaccuracyinperformance,whichhelpstoimprovethecustom
erexperiencethroughsophisticatedandsecureservicesthatcomplywithglobalstandardsan
dmatchmoderndigitaltrends(See:Al-Fatlawi,2021).



Asforthemostprominentbankingservicesprovidedbythebankingsector,theycanbesumma
rizedandexplainedasfollows(Al-Shammari,2022:148);(Al-
Masri,2019);(InternationalMonetaryFund,2023);(AbdullahandAbdulSattar,2021):
First: Acceptingdepositsofallkinds,current,savingsandfixed,asthedepositacceptanceserv
iceisoneofthemostimportantandprominentservicesprovidedbythebankingsystem,asitco
nstitutesthemainsourceoffinancingonwhichbanksrelyintheirfinancingandinvestmentact
ivities.
Second:Providingcreditfacilitiesofbothcashandpledgetypes,asthefirstrepresentstheprov
isionofdirectcashfundstocustomersundercertainconditions,andincludesloansandadvanc
esgrantedbybankstotheircustomersofvariousterms,aswellastheserviceofthedebitcurrent
account(overdraft). Asforthesecondtype(pledgecredit),itisusedtosupportcommercialope
rationswithoutprovidingfundsdirectly,butratherthroughbankundertakingsandguarantee
s,andincludestheserviceofopeningcreditsandprovidinglettersofguarantee
Third:Exchangeofcurrenciesthroughthepurchaseandsaleofforeigncurrenciesforthebene
fitofitscustomers. Theseoperationsarebasedontheideaoftheexchangerate,andthisservicei
susedforpurposessuchastravel,tradeorinvestment.
Fourth:Depositinsurancetoprotectdepositors'funds,wherebankspayinsuranceamountsco
mmensuratewiththesizeoftheirdeposits,toensurethatdepositorsarecompensatedintheeve
ntthatthebankisunabletomeetitsfinancialobligations. Thisserviceaimstoenhanceconfide
nceinthebankingsystemandreducetheriskoflosingfunds.
Fifth:Providingfinancialintermediationservice(brokerage)representedbytheimplementa
tionofthepurchaseandsaleofsharesandbondsasrequestedbycustomers.
Sixth:Localizationofsalariesbyprovidingemployeeswithprepaidcardsthatareusedtorecei
vesalarieselectronicallyaftertransferringtheamounttotheemployee'saccount. Thecardcan
alsobeusedtowithdrawcash,paybillsorbuygoodsandservices,whichisacomfortableandsa
fealternativetotheuseofpaperchecks.
Seventh:Internalandexternaltransfersthroughthetransferoffundsthroughelectronicmean
s,suchastelephones,computersormagnetictapes.Oneofthemostprominentexamplesisthe
WesternUnionservicethatallowssendingandreceivingremittancesinsideandoutsidetheco
untryandindifferentplacesintheworld,withouttheneedforabankaccountfortherecipient.
Eighth:Electronicbankingservices,whichisoneofthemostprominentinnovationsthatresul
tedfromthetechnologicaldevelopmentinthefinancialsector,astheseservicesrelyonnewtec
hnologiessuchascomputersandcommunicationstohelppeoplecarryoutbankingtransactio
nswithouttheneedtogotothebank. ThemostprominentoftheseservicesareATMs,mobilese
rvicesandhomebank
Ninth:Rentingironsafesasasafeoptiontokeepvaluablepropertyforcustomers,suchasgold,
jewelry,officialdocumentsandsecurities. Thisserviceisalsoknownas"safekeeping”,becau
seitprovidesahighlevelofsecurityandprivacy,asthecontentsarestoredinprotectedboxesin
sidefortifiedrooms,whichcanonlybeopenedinthepresenceofitsownerorwhoevergiveshi
mofficialauthorization.

Thethirdaxis:BankingServicesandUSTreasurySanctions
Irag'sbankingsectorhasundergonegradualchanges,includingattemptsatreformandsecurit
yandeconomicchallenges,followedbyaphaseofpartialopennessanddigitalgrowth,beforef
acingsignificantpressurefromtheUnitedStatessuchasrestrictionsandsanctionsonarangeo
fbanks. Thesituationinlragwasunstableaspoliticalandsecurityconditionsoverlappedwitht
heeconomicsituation,whichdirectlyaffectedbankingservicesandhowtheydeveloped.Fro
mtheeventsof2003until2014,featuresofimprovementinbankingperformancebegantoapp
earthankstotheeffortsofthesupervisoryauthorities,representedbytheCentralBankoflraqg,t
oenhancetheefficiencyofthebankingsystemandexpanditsactivities. TheCentralBankbeg
animprovingtheelectronicclearingsystem,implementingprogramsthatpromotetheprinci



plesofgoodgovernanceandtransparency,inadditiontolaunchingnewfinancialservicessuc
haselectronicpaymentcardsandincreasingthenumberofATMs. Inthisperiod,someprivate
banksalsotriedtoimitateadvancedbankingpatterns,buttheireffortswerelimitedcomparedt
othemanystructuralchallengesfacedbylragifinancialinstitutions.However,thesereforms
sufferedamajorcollapsewhenlragsufferedadeteriorationinthesecuritysituationandIS1Se
nteredin2014,seizingseveralprovinces,whichledtotheclosureofmanybankbranchesinare
asunderitscontrol. Thispoorsecurityrealityaffectedpeople'sconfidenceinbanks,inadditio
ntothedeclineineconomicactivitiesingeneral, whichreducedthemovementofbanktrading
andincreasedthedependenceofindividualsoncashinsteadofofficialchannels. Thesharpdro
pinoilpricesinthatperiodalsoreducedfinancialliquidityinthestatetreasury,forcingthegove
rnmenttoincreasedomesticborrowingfrombankstocoverthedeficit,creatingadditionalpre
ssureonbanksandreducingtheirabilitytosupportproductivesectors.
WiththegradualdeclineofDaeshandthereturnoftheliberatedareasunderthecontrolofthesta
te. Theperiodbetween2018and2021witnessedakindofgradualrecoveryinthebankingsyste
m,especiallywiththerelativestabilityofthesecuritysituationandthestartofreconstructione
fforts.Atthistime,thegovernmentworkedtoenhancetheconceptoffinancialinclusionbyex
pandingelectronicpaymentservices,especiallythroughthe"salarylocalization”’system,wh
ichobligedstateemployeestoopenbankaccountstoreceivetheirwages. Thisstepincreasedt
henumberofbankaccountsandintroducedawidesegmentofcitizensintotheformalbanking
system.Someprivatebankshavealsoenteredthecompetitivesidebyprovidingmodernservi
ces,suchassmartphoneapplications,onlinebankingservicesandprovidinghigh-
valuetextmessagesforfinancialtransactions.Someprivatebankshavealsobeguntoimplem
entnewmodelsforSMEfinancing.Butthispositivedynamicfacedexternalchallengeslinke
dtointernationalfinancialpolicies,especiallyfromtheUSTreasuryDepartment,whichbega
ntoimposestrictcontroloverdollartransferstolragduetoconcernsaboutmoneylaunderinga
ndfinancingillegalnetworks.In2022and2023,theUnitedStatesimposedsanctionsorrestric
tionsonmorethanl4lragibanksforengaginginsuspicioustransfersorfailingtocomplywithi
nternational AML/CFTstandards. Amongthesebankswerethe AnsariBank,theMiddleEast
Bank,andtheHolderBank,whichwereactiveinthefieldofforeigntransfersandthepurchase
ofdollarsfromtheCentralBank.Thesemeasuresledtoareductionintheamountofdollarsavai
lableintheofficialmarket,whichresultedinariseintheexchangerateintheparallelmarketan
dincreasedpressuresonthelocaleconomy,especiallyontradersandimporters. Thesesanctio
nsalsoposedadditionalchallengesfortheCentralBankoflrag,whichwasforcedtoadjustits
monetarypolicies,increasecontrolovercommercialbanks,andlaunchanelectronicplatfor
mtodocumentandanalyzethemovementofforeignremittances.Despitethesesteps,thecom
plianceproblempersistedduetothelackoffinancialmonitoringinfrastructureandthelackoft
echnicalexpertiseinmanybanks.Overall,bankinginlraqfrom2010to2024showedgradual
progressthatwassubjectedtocontinuoustrauma,whetherthoseshocksweresecurity,econo
micorpolitical. Althoughtherearesignsofashifttowardsdigitizationandthepromotionoffin
ancialinclusion,theseeffortshavealwaysfacedobstaclesrelatedtocorruption,weakconfide
nceandthefragilityoftheregulatorysystem,whichhasmadethesectorvulnerabletointernala
ndexternalfluctuations.
Inthecontextofstudyingtheimpactanddevelopmentofbankingservicesinlrag,itisimportan
ttodistinguishbetweentwodifferenttimeperiods:thefirstperiodprecedingthesanctionsimp
osedbytheUSTreasuryDepartmentandthesecondperiodduringwhichsanctionswereimpo
sed.Priortotheimpositionofthesesanctions, Iragibanksreliedheavilyonthetransferoffunds
inUSdollarsasamainwaytomakeprofits,especiallythroughtheirparticipationintheforeign
currencysalewindowmanagedbytheCentralBankoflrag.However,aftertheimpositionofs
anctions,andthesubsequentrestrictionsonsomelragibanks,therehavebeensignificantchan
gesinthewaytheyoperate. ThosebanksfoundthemselvesforcedtostopmakingtransfersinU



Sdollars,whichwasthebasisoftheirprofitableactivity. Thissuddenchangepromptedthoseb
ankstorethinkthemodalitiesoftheiroperationalpolicyandmakeachangeinthestructureofth
eirservices,byreturningtotraditionalbankingmethods,suchasprovidingloansandfinancin
g,developingelectronicpaymentservices,increasingthenumberofcustomers,andactivatin
gretailandcorporatebankingserviceswithinthelocalmarket. Thismadethementerintodirec
tcompetitionwithbanksthatwerenotsubjecttosanctions,whichwereabletocontinuetomak
einternationaltransfers,whichincreasedtheimportanceoftheexcellenceofthequalityofser
vicestocompensateforthefinancialshortagethatresultedfromtheabsenceofthedollar.
Inthiscontext,competitionbetweenbankshasbecomeameansofpressureanddevelopmenta
tthesametime,assomebankshavetendedtoinvestinfinancialtechnology,improvedigitalinf
rastructure,andexpandtheirservicestocustomers,whichhashelpeddriveinnovationinthelr
agibankingsector,despitethechallengesitfaces. Itisimportanttonotethatallowinglragtoco
ntinuemakingsomespecifictransfersbytheUnitedStateswasalimitedbutimportantopportu
nity,whichcontributedtomaintainingaminimumlevelofforeignexchangemovement,buto
ptionallyandundertightcontrol,whichfurthercomplicatedcompetitionamonglragibanks,
andrearrangedtheirstrategicprioritiesinunstableeconomicandfinancialconditions.
Accordingly,thechangesimposedbytheUSsanctionsnotonlyaffecttheshortterm,butalsole
adtoradicalchangesinthelragibankingsectorinthelongterm.Ontheonehand,thesesanction
spromptedbankstograduallymoveawayfromtotalrelianceonforeigncurrencysales,which
madeitnecessarytodiversifysourcesofrevenueandenhancefinancialindependence.Some
bankshavebeguntochangetheirbusinessmodels,shiftingtowardsnewbankingservicessuc
hasmicrofinance,onlinebanking,andlocalcommerceservices,helpingtocreateamoresusta
inablefinancialbase.Inaddition,competitionbetweensanctionedandnon-
sanctionedbankshasincreased,resultinginadistinctionbetweeninstitutions,asresilientban
kshaveemergedasenginesoffuturegrowth(suchastheBankofBaghdadandAl-
Ahlilraq),whilebanksunabletoevolvearefacingdeflationarytrendsormergingwithlargerb
anks.Thiscrisisalsoshowedtheurgentneedtoenhancecompliancewithinternationalstanda
rdsinbanking,especiallywithregardtoAML/CFT ,andtransparencyininternationaltransfer
s. ThiswillforcetheCentralBankoflragtostrengthensupervision,modernizebankingsyste
ms,andimposestricterstandardsinfinancialgovernance.Accordingly,thelong-
termimpactofthiscrisismaybepositiveinsomeaspects,ifthechallengesareexploitedasawa
ytoreformthesector,andtransformitfromadollar-
basedsystemtoaninclusivebankingsystemthatplaysaninfluentialdevelopmentalroleinthe
Iragieconomy.However,ifthereformscontinueasmeremanifestationsorpartial theriskstot
hestabilityofthebankingsector,suchaslossofconfidencebothdomesticallyandinternation
ally,mayincreaseovertime.
Inthiscontext,theMiddleEastBankisamodelforbanksthathavebeenseverelyaffectedasare
sultofbeingincludedinthesanctionslist,whiletheNationalBankoflraqrepresentedadiffere
ntcaseasanon-
punishedbank,whichwasabletotakeadvantageofthevacuumleftbythesanctionstoenhance
itsservicesanddevelopitsmarketshare.
MiddleEastBankstarteditsbankingbusinessinlragasaprivatebank,followingacomprehen
sivestrategytoofferarangeofcommercialandinvestmentbankingservices. Thepurposeofth
iswastocontributetothedevelopmentofthenationaleconomyandmeetthegrowingneedsoft
hefinancialmarket.Sincethebeginningofhiscareer,hehashadastrongdesiretoexpandhisba
nkingservicesbothdomesticallyandinternationally,withafocusondiversifyingthefinancia
Iproductsheoffers. Theseproductsincludedtheopeningofvarioustypesofaccounts,theissu
anceofinternalandexternalremittances,theprovisionofloansandcreditfacilities,theissuan
ceofbills,aswellastheprovisionofbrokerageservicesforthepurchaseandsaleofforeigncurr
encies,stocksandbonds. Inlinewiththedevelopmentsofthebankingsectorattheregionaland



globallevel,thebankcontinuedtomodernizeitstechnologicalinfrastructure,enhanceelectr
onicpaymentsystems,andincreasethenumberofitscustomersbyenhancingthequalityofser
vicesanddevelopingtheskillsoftheteam. Theseeffortshavecontributedtoimprovingitsrep
utationandpositioninthelragibankingmarket,makingitoneoftheleadingfinancialinstituti
onsinprovidingintegratedandeffectiveservices.Inlightofthis,itiskeentomaintainitsdistin
guishedpositioninthebankingsector,throughitsgreatinterestindevelopingandmodernizin
gitshankingsystemsandoperationalprograms,inlinewiththelatestglobaltechnicalandfina
ncialdevelopments,especiallyinthefieldsofelectronicpaymentanddigitalservices. Thisap
proachaimstoenhanceefficiencyinperformanceandexpandtherangeofservices,ensuringa
comprehensivebankingexperienceofquality,speedandaccuracy. Inaddition,theBankattac
hesspecialimportancetothedevelopmentofitsemployeesthroughcontinuoustrainingprogr
amsaimedatenhancingtheefficiencyofemployeesandimprovingtheirskills,whichensures
theachievementofthebestlevelsofprofessionalperformance,andcontributestotheprovisio
nofprofessionalandsmoothbankingservices,whichenhancestheBank'spositionandgoodr
eputationrootedinthelragibankingenvironment.
Thiswastheresultofthehighrevenuesobtainedfromenteringthewindowofbuyingandsellin
gforeigncurrency,asthoserevenuesamountedtoapproximately(16.5)billiondinarsinthesa
meyear,andthisindicatesthebank’'salmostcompleterelianceonthisservice,andthisisconfir
medbyothershortandlonginvestmentrevenues,astheyamountedtoonly250milliondinars.
Despitethis,thediversityoftheaboveservicesandwhattheycanachievefromrevenuesisinsu
fficient,asthebankerquicklysufferedlossesduringthesubsequentyearsthatwerecausedbyf
ocusingononesideoftheservicesprovided,asitcanbesaidthatthebankisunilaterallyfocused
oncommissionsforexternaltransfersandparticipationinthewindowofbuyingandsellingfo
reigncurrencyattheCentralBank.Whenthebankachievedduring2018approximately(11.8
)billiondinarsinrevenuesfromparticipationinthewindowofsellingcurrencyandexternaltr
ansfers,withadeclinerateof29.3%,whichledtothebankincurringlossesamountingto(2.3)b
illiondinars.
However,theconditionsofthebankandthroughitscorrespondentsintheoutsideworldquickl
yimprovedanditsentryintothewindowofbuyingandsellingcurrenciesincreased,whichcon
tributedtotheincreaseintherevenuescollectedfromittoreach13.3billiondinars,whichisequ
ivalenttohalfoftherevenuesachieved,whichamountedto(23.2)billiondinars,whichcontri
butedtothebank'srecoveryfromthepreviouslosstoachieveprofits,eveniftheywerelowand
withinthelimitsof(0.07)billiondinars,aswellasenhancingthebank'srelianceontherevenue
softhecurrencysalewindowtomaximizeitsrevenuesandprofits. Thesituationcontinuedtob
ethesame,relyingontherevenuesofthewindowofbuyingandsellingthecurrencyandpartici
patinginitthroughtheCentralBank,asthoserevenuesroseduringthesubsequentyearstoreac
habout(20.7)billiondinarsin2022,despitethebankstoppingparticipatinginthemduetothe
USTreasurysanctionsimposedonitinNovember2022.Theserevenuesaccountedfor(74.2
%)ofthetotalbankingrevenuesof(27.9)billiondinarsin2022.Withtheprofitsoftheamounto
fbankexpenses,thesmallprofitrepresentedby(14)milliondinarsisnotcommensuratewitht
hebankingbusiness,whichsuggeststhebank'sinvolvementinsuspiciousoperationsandacc
ountingmanipulationsaffectingthequalityofthefinancialstatementssubmitted,asthebank
doesnotimprovetheexpansionofitsrevenuesfromthetraditionalbasicbankingbusinessofg
rantingcreditandtheaforementionedservices.
AsshowninTable(1),thebankachievednetprofitsin2016ofabout(11.8)billiondinars. Thiss
uccessisattributedtotheincreaseinreturnsresultingfromitsparticipationintheforeignexcha
ngewindowoftheCentralBank.Revenuesfromthiswindowamountedtoabout(16.5)billion
dinarsinthatyear. Thisfigureshowsthatthebankreliesheavilyonthischanneltoachieveitsin
come,andthisisconfirmedbythelackofotherinvestmentreturns,whethershortorlong-
term,whichdidnotreachonly250milliondinars,whichindicatesthelackofdiversityofitssou



rcesofincome.Althoughthebankoffersarangeofotherbankingservicessuchasopeningacc
ounts,managingtransfersandprovidingfinancing,theresultingreturnsremainedlow,andw
erenotsufficienttocoveroperationalcostsorenhanceitsfinancialsustainability. Asaresultof
thisheavyfocusonthecurrencysaleswindowrevenuewindowandexternalremittancecom
missions,thebankbegantorecordlossesinthefollowingyears.In2018,despiteachievingrev
enuesfromthecurrencywindowof(11.8)billiondinars,thesewere29.3%Ilowerthanin2016,
resultinginfinanciallossesofabout2.3billiondinarsduetothelackofdiversityofsourcesofin
come.However,thefinancialperformanceimprovedpartiallyinthefollowingyear,duetothe
expansionofthenetworkofexternalcorrespondentsandtheincreaseinthebank'sinteraction
withthewindowofsellingandbuyingcurrenciesagain,whichcontributedtotheincreaseinre
venuesto13.3billiondinars,orabout57%ofthetotalrecordedrevenuesof23.2billiondinars.
Thisimprovementhelpedinthetransitionfromlossestomakingsmallprofitsofabout70milli
ondinars,whichreinforcedthefactthatthebankreliedheavilyonthewindowofsellingcurren
cyasamainmeanstoincreaseitsrevenues.However,despitethisimprovement,thebusiness
modelusedremainedweak,andthiswasclearlydemonstratedduringtheperiodoftheCorona
pandemicfrom2020t02021,astherepercussionsofthepandemicdirectlyaffectedthelragiec
onomyandthebankingsectorinparticularduringtheclosure,thedeclineinbusinessactivitya
ndthedeclineininternationaltransfers,astraditionalbankingoperationswitnessedacontract
ion,whichincreasedthevulnerabilityofthebank,whichwasnotreadytofacesuchcrises.Des
pitethis,thebankcontinuedtorelyheavilyonthecurrencysalewindow,anditsrevenuesgradu
allyincreasedinthefollowingyears,reachingapeakin2022ofabout20.7billiondinars,whic
haccountedfor74.2%ofthetotalbankingrevenuesof27.9billiondinarsforthatyear.Despitet
hisincrease,theriseinoperationalandbankingcostscameagainsttheserevenues,eventually
showingasmallnetprofitthatdidnotexceed14milliondinars,whichisnotcommensuratewit
hthesizeofoperationsorwiththetypeofrealbankingactivity.Itisimportanttonotethatthisper
formancecameatatimewhenthebankhadstoppedparticipatinginthecurrencysalewindowi
nthelastquarterof2022,duetothesanctionsimposedbytheUSTreasuryDepartmentinNove
mberofthesameyear. Thissuspensiondidnotimmediatelyaffectthefinancialresultsofthaty
ear,butthefinancialanalysisofthedatashowsworryingindicatorsindicatingexcessiverelia
nceonunsustainablerevenues,withaclearweaknessinthereturnsresultingfromtraditionalb
ankingactivitiessuchasloans,provisionoffacilitiesandgoodbankinginvestment.Rather,th
istypeoffinancialperformancemayraisedoubtsaboutthepossibilityofaccountingirregulari
tiesornon-
transparentpracticesthataffectthequalityofthebank'sfinancialstatements,especiallyaspro
formaprofitscontinuetobeachieveddespitethedeclineinincomeandeconomicdiversificati
on,whichindicatesthatthebankdidnotachievetheexpectedgrowthbyexpandingitscustome
rbaseorimprovingthequalityofitsbasicbankingservices.SincetheMiddleEastinvestment
Bankwasplacedonthesanctionslistwhereitfacedamajorchallenge,ithasbeendeprivedofth
euseoftheUSfinancialsystem,renderingitunabletomaketransfersinUSdollars. Thisservic
ewasveryimportanttohim,asitwasakeypillarofhisbusinessandprofits,especiallybypartici
patinginthesalewindowofforeigncurrencymanagedbythecentralbank.Withthelossofthis
service,thebankwasforcedtoreturntothebasicsoftraditionalbanking,focusingongrantingl
oansindinars,openingaccounts,andofferingdepositandwithdrawalservices,buttheyareall
serviceswithfewprofits. Italsotriedtoexpanditselectronicservices,suchasofferingsimpleb
ankingapplications,andactivatingSMSservicestoinquireaboutthebalance,buttheimpacto
ftheseeffortswaslimitedduetothelackofastronginfrastructure,andlowcustomerconfidenc
einabankthatwassubjectedtointernationalsanctions.Althoughthebanktriedtoimproveitse
lectronicservices,itsweakabilitytomakeinternationaltransfersviadigitalmeans,anditslac
kofabilitytoconnectwithglobalsystemssuchasswiftorVisaandMasterCardnetworks,mad
eitunabletomeetcustomerneedswell. Thesanctionsalsonegativelyaffecteditsrelationswit



hotherbanksinlrag,whichledtoitsgraduallossofpartofitsbankingnetwork,asevidencedbyt
hedecreaseinitsrevenuesin2023and2024to(11.3)(2.3)billiondinars,respectively,toincurf
inanciallossesof(10.9)(14.3)billiondinars,respectively. Therefore,itisclearthatthebankw
asunabletocompeteinthelragibankingenvironmentunderthesesanctionsduetotheintensifi
cationofcompetitionontheonehandandtheweaknessofitsroleincreatingnewproductsands
ervicesthatcanwintheconfidenceofthepublicandreturntotheworkenvironmentagain.
Table(1)FinancialindicatorsoftheMiddleEastBankduringtheperiod2016-
2024(billiondinars)

Year WindowEntryRevenues Totalrevenue Netprofit
2016 16.5 35.6 11.8
2017 3.4 26.7 581
2018 2.8 22.6 2-3
2019 13.7 23.2 .078
2020 18.9 30.4 2.1
2021 14,5 25.2 0.29
2022 20.6 27.9 0.014
2023 0 11.3 -10.9
2024 0 2.3 -14.3

Source:PreparedbytheresearcherbasedonthedataofthelraqiStockExchange,theannualbu
lletinsoftheMiddleEastInvestmentBank,multipleyears,miscellaneouspages.
AsfortheNationalBankoflrag,itwasabletounderstandthenewconditionsintelligently,ta
kingadvantageoftheexitofagroupofcompetingbanksfromtheforeignremittancesmarket,t
oincreaseitsactivityandattractnewcustomers,especiallytradersandimporterswhorelyond
ollartransfersdaily. Thebankcontinuedtoprovideitsinternationalserviceswithoutinterrupt
ion,adheringtointernationalstandardsincomplianceandanti-
moneylaundering,whichstrengthenedtheconfidenceofthelocalandinternationalcommun
ityinit. Moreimportantly,thebankhasnotonlyexploitedtheincreaseindemandforremittanc
es,buthasmodernizeditstechnologicalinfrastructureandexpandeditsrangeofelectronicser
vices.Thebankhaslaunchedanintegratedbankingapplicationonsmartphones,allowingcus
tomerstoopenaccountsremotely,transfermoneywithinthecountry,paybills,andfollowupo
nbankingoperationsatanytime. Itintroducedpoint-of-
sale(POS)electronicpayment,andpartneredwithtelecommunicationsandfintechcompani
estoenhanceonlinepaymentoptionsanddigitalwalletservices. Thesestepshelpedattractyo
ungpeopleandprofessionals,andincreasedthebank'sstatusasareliableandsophisticatedde
stination,capableofprovidingadvanceddigitalsolutionsinlightofthereducedcompetitiond
uetothesanctions.

Assuch, itisoneoftheleadingfinancialinstitutionsofferingacomprehensiveanddistinctiver
angeofbankingservices.ltsservicesarenotlimitedtolocalindividualsandcompanies,butals
oincluderegionalandinternationalcompanies,takingadvantageofthegrowingnetworkofc
orrespondentsattheregionalandinternationallevels,whichenhancesitsabilitytoopenuptot
heglobaleconomyandexpanditsactivities. Thecapitalofthebank,whichownsthelargestsha
reofitsshares,isakeyelementinachievingthesegoals,asitfacilitatesfinancialtransfersinter
nallyandexternally,andprovidescreditceilings,inadditiontofullsupportfortradefinancese
rvices,whichgivesthebanktheabilitytomeettheneedsofitsdiversecustomers.CapitalBank'
sinvestmentarm,Capital InvestmentsCompany,alsocontributestoenablingtheNationalBa
nkoflraqtoprovidetradingservicesinregionalmarketstoitscustomers,inadditiontoprovidi
ngtradingservicesinthelragistockmarketthroughthelragiMoneyBrokerageCompanyinth
esaleandpurchaseofsecurities,whicharewhollyownedbythebank. Inprovidingitsservices,
thebankreliesonanadvancedbankingsystemthatenhancesitsgrowthandbenefitsinimprovi




ngthequalityoftheserviceprovided. Thebankhasagreatabilitytodiversifyitsservicestomee
ttheneedsofindividualsandcompanies.
ItisclearfromTable(2)thatthebankprovidedavarietyofbankingservices,includingaccepti
ngdepositsofallkinds,whethercurrent,savingsorfixeddeposits,andinmultiplecurrencies(
dinars,dollars,etc.).talsoprovidesarangeofelectronicchannelsandservices,suchasglobal
e_

Visacards, Internetbankingandmobilebankingservices,aswellasaspecializedtelephonese
rvicecenterthatallowsquickresponsetocustomerinquiries. ThebankalsohasanetworkofA
TMsthatenablecustomerstowithdrawcash,checkaccountbalances,andmaketransfersbet
weenaccounts,whileactivatingvariousotherservices,includinganSMSservicethatenables
customerstotrackfinancialmovementsontheiraccountsinstantly.Oneoftheimportantservi
cesthatthebankhasstartedtoprovidesincemid-
2017isthesalarylocalizationserviceforworkersinthepublicandprivatesectors,whichhash
elpedtoexpandthecustomerbaseandstrengthentherelationshipwithgovernmentandprivat
einstitutions. Thebankalsooffersvariouscreditfacilities,includingpersonalloansandcredit
cardsagainstsalarytransfer,inadditiontoarangeofservicesdedicatedtomeetingtheneedsof
companies,suchasissuingandreceivingdocumentarycredits, lettersofguarantee,banktran
sfers,andmanyothers. Thebankalsoparticipatesinthecurrencybuyingandsellingwindowo
rganizedbytheCentralBankoflrag.
Thebankhasadoptedaspecializedbankingsystemknownas(l.C.B.S)whomanageselectron
iccardsandATMservices,withtheaimofraisingperformanceefficiencyandimprovingserv
icequality. Thishascontributedtoenhancingcustomerconfidenceandincreasingthenumbe
rofcustomerswiththebank.
Thankstothisdiversityofservices,attheendof2016,thebankwasabletoachieveanetprofitaft
ertaxof23.5billiondinars,buttheseprofitsdeclinedattheendof2017toreach2.9billiondinar
s,despitethebank'scontinuedexpansionofitsservicesandthestartoftheimplementationofth
esalarylocalizationproject. Themainreasonforthisdeclinewasthesignificantdecreaseinth
erevenuesoftheforeigncurrencybuyingandsellingwindow,whichdecreasedfromJD12.2b
illionin2016toJD2.3billionin2017,adecreaseof421%,inadditiontothesignificantincrease
inoperationalcostsasaresultoftheexpansionofthedevelopmentofinfrastructureandmoder
ntechnologies,whichincludedthebank'seffortsindevelopingthemodernizationofthel Tinf
rastructure,expandingtheconnectivitynetwork,increasingthenumberof ATMs,andactivat
ingthedirectsalesdepartmentbyappointingateamspecializedinmarketingthebank'sprodu
cts.RapidremittanceserviceshavealsobeenactivatedincooperationwiththeWesternUnion
GlobalNetwork,andtheBankingAwarenessandPublicServiceDepartmenthasbeenactivat
edinaccordancewiththeinstructionsoftheCentralBankoflraq.Bytheendof2018,thepositiv
eresultsoftheseeffortsbegantoappear,asthenetprofitincreasedto?.9billiondinarscompare
dto2.9milliondinarsattheendof2017,whichindicatesthesuccessofthebank'sstrategytodiv
ersifyitsservicesandimproveitsinfrastructure.Financialindicatorscontinuedtoimprovein
2019,asthebankcontinuedtodiversifyandimproveitsservices,resultinginanetprofitofKD
2.9billionattheendoftheyear,reflectingtherecoveryandstabilityofthebank'sfinancialperf
ormanceafteraperiodofinvestmentexpansionandtechnologicalmodernizationduringwhi
chthebankincurredhighcoststoimprovethequalityofitsservicesandstrengthenitspositioni
nthelocalandregionalbankingmarket.Nottomentiontheincreaseinthebank'sincomefromi
nterestandcommissions,whichrosefrom22.8billiondinarsin2018to30.8billiondinarsin20
19,andagrowthof34.8%.Thebankalsostrengthenedtheconfidenceofitscustomersbyjoini
ngthelraqgiDepositGuaranteeCompany,whichhelpedraisedepositratesandencouragedcu
stomerstodealwiththebankmoreconfidently.In2020,despitethesignificanteconomicchall
engesresultingfromtheCoronapandemic,theconsequentglobalandlocaleconomicrecessi
onandtheclosureofmanysectors,thebankcontinuedtostrengthenitsprivilegedpositioninth



elragibankingsector.Thebankdidnotseethiscrisisasahindrance,butratherasanopportunity
forgrowthandexpansion,asitworkedtoincreaseitsinvestmentsingovernmentbondswithg
oodreturns,whilereducinghigh-
riskassets,andimprovingthequalityofitsassetsthroughtheapplicationofinternational Acc
ountingStandardIFRSO.
Intermsofprovidingservices,thebankcontinuedtoprovideoutstandingperformanceinallit
sbranches,andintroducedmanydigitalinitiativessuchasthelaunchofthebankingphoneapp
licationandtheSMSservice,whichimprovedtheexperienceofitscustomersandcontributed
toachievinghighoperationalefficiency.Theseeffortswereclearlyreflectedinthefinancialr
esults,asthenetprofitaftertaxattheendof2020amountedtoabout19.8billiondinars. Thisim
provementwasduetothesignificantgrowthinnetinterestincomeandcommissions,whicha
mountedto15.5billiondinars,andthenetprofitsofdealinginforeigncurrencies,whichamou
ntedto4.2billiondinars.In2021,globalexceptionalcircumstancescontinuedasaresultofthe
ongoingeffectsofthepandemic,yettheBankcontinuedtoperformwellbasedonitscrisisexpe
riences.Asitcontinuestoprovidevariousbankingservicesandthecontinuousdevelopmento
ftechnologicalapplicationsandservices,thebankhasmaintainedtheloyaltyofitscustomers
andsucceededinincreasingprofitssignificantly,asthenetprofitaftertaxamountedtol.26bil
liondinars,withagrowthrateof31.7%. Thisisduetothesignificantincreaseintotalrevenueby
58%,drivenbytheriseinnetcommissionsfromthebank’sdiversifiedbankingservices. These
resultsshowthattheNationalBankoflraghasnotonlycontinuedtoperformduringcrises,but
hasalsosmartlyinvestedindiversifyingitsservicesandexpandingitstechnicalandfinancial
base,enablingittoachievestrongandincreasingfinancialperformanceovertheyearsdespite
themostdifficultcircumstances.
AlthoughtheNationalBankoflragwasnotonthelistofbanksthatweresubjecttoUSTreasury
sanctionsin2022anditsaftermathuntiltoday,developmentsinthelragibankingsectordurin
gthatperiodaffecteditdirectlyandindirectly,makingitoneofthemostprominentinthisfield,
bothintermsofimpactandbenefit. WiththeUSauthoritiesannouncingthebanon14iragiban
ksinadditiontothepreviousfourfromdealinginUSdollarsduetolackofcompliancewithanti
moneylaunderingandterroristfinancinglaws,andfewerbankscapableofprovidingthemark
etneedsoftransfersindollars.Inthiscontext,theNationalBankoflraghasbecomeareliablech
oicefornotbeingsubjectedtosanctions,whichhasmadeitthepreferreddestinationforalarge
numberofcustomers,especiallytradersandimporterswhorelyoninternationaltransfersind
ollars.Asaresultofthissituation,theNationalBankhaswitnessedasignificantincreaseinde
mandforitsservices,especiallyinthefieldoftransfersfromthecurrencysalewindowmanage
dbytheCentralBankoflraq.Withthereductionofcompetitionafterexcludinganumberofba
nks,theNationalBankwasabletoincreaseitsmarketsharesignificantly,andthiswasreflecte
dinitsprofits,asthebankrecordedunprecedentedprofitsin2023amountingtoabout190billi
onlragidinars,almostseventimes.However,thisrapidgrowthhasnotbeenwithoutchallenge
s.ltwasaccompaniedbygreaterscrutinybylragiregulators,especiallytheCentralBank,whi
chcarefullymonitoredthecomplianceofnon-
punishedbanks,includingtheNationalBank,withthelawsandguidelinesforexternaltransfe
rs.Asaresult,theNationalBankfacedafineof30billionIragidinarsimposedbytheCentralBa
nkforviolationsrelatedtotransfermechanisms.Despitethis,thebankcontinuedtodiversifya
ndincreaseitsservices,especiallyaftereightnewbankswerepreventedin2022fromdealingi
ndollars,whichincreasedtheconfidencegapinsomefinancialinstitutionsandraisedthelevel
ofchallengesfacingbanks.Underthesecircumstances,NBlunderstoodthatmaintainingitsp
ositionrequiresmorethanjustmeetingthehighdemandforremittances,itmustalsoincludeth
eprovisionofcomprehensiveanddiversifiedbankingservices,whethertraditionalordigital.
Thebankhasbegunactualstepstostrengthenitspresence,asithasworkedtoimprovethequali



tyofitsservicesforindividualsandcompanies,andthelatestdevelopmentsinitsdigitalinterfa
cetoprovideadvancedelectronicservicessuchasremoteaccountopening,onlineaccountma
nagement,andinstanttransfersinsidelrag.lthasalsoaddedamobilepaymentsystemandacti
vatedelectronicpaymentservicesthroughpointsofsale,inadditiontoexpandingtheATMne
tworkandprovidingbankcardslinkedtointernationalnetworkssuchasVisaandMasterCard
.Thisexpansionwasnotonlytoimproveprofits,butwasasmartresponsetochangesinthemar
ketandtheaspirationsofcustomerswhobegantopreferease,speedanddigitalsecurityindaily
transactions,whichwasclearlyreflectedinthesizeoftheprofitsachievedbythebankin2024a
ndupto(252.3)billiondinars.

Table(2)FinancialindicatorsoftheNationalBankoflraqduringtheperiod2016-
2024(billiondinars)

Year WindowEntryRevenues Totalrevenue Netprofit

2016 12.2 44.8 23.5
2017 2.3 37.2 2.9
2018 -- 13.9 7.9
2019 0.985 34.5 9.2
2020 5.9 4.1 19.9
2021 3.6 83.1 26.1
2022 3.8 108.2 27.5
2023 93.4 343 190
2024 151.1 452 252

Source:PreparedbytheresearcherbasedonthedataofthelraqiStockExchange,theannualbu
lletinsoftheNationalBankoflrag,multipleyears,miscellaneouspages.
Fromtheabove,itcanbesaidthattheanalysisofthesituationofbanksthroughthedifferencesi
nperformancebetweenabanksubjecttosanctionsandanotherdoesnot,showsthatthesanctio
nsweremorethanjustpoliticalorfinancialmeasures,butwereatestoftheabilityofbankstoad
aptandsurvive.Whilepunishedbankswereseekingtocompensatetheirlossesthroughlocals
ervicesandtheprovisionofminimumelectronicservices,non-
punishedbanks,ledbytheNationalBank,wereactingaggressivelytoexpandtheirmarketsha
reandrenewtheirbusinessmethodstomeetmodernbankingtrends. Thischangeintroducedt
hebankintoanewclassificationstage,wheresuccessbecamedependentontheabilitytoadapt
andrespondtodigitaltransformationandcomplywithinternationalstandardsandnotonlyon
size. Thecrisishasalsoshowntheimportanceofacomprehensivestrategyfordigitaltransfor
mationwithinbanks,especiallyinacountrylikelrag,whererelianceontechnologyandsmart
phonesisrapidlyincreasing.Wecanalsoprovideacomparativeanalysisthatshowstheextent
towhichtheNationalBankoflragandtheMiddleEastBankrelyonrevenuestoenterthecurren
cysaleandpurchasewindow,bymonitoringthecontributionofthoserevenuestothetotalann
ualrevenuesofbothbanksovertheperiodfrom2016t02024,focusingonfundamentalchange
sandgeneraltrends,bothquantitativelyandqualitatively.
1.Quantitative(quantitativeanalysis)
ItisclearfromTable(3)thattheMiddleEastBankrecordedahighdependenceontherevenues
ofthecurrencysalewindowduring2016—

2022 ,astheserevenuesinsomeyearsaccountedformorethan60%ofitstotalincomeandreac
hedapeakin2022at73.8%.Thisover-reliancereflectsasingle-
activitymodel,whichlacksdiversificationofsources,renderingitvulnerabletoanyexternalc
hanges.During2023and2024,revenuesfromthiswindowstoppedcompletely,asaresultofU
Ssanctions,causingthecollapseoftotalrevenuesfrom27.9billionin2022to11.3billionin20




23,andthentoonly2.3billionin2024,whichconfirmstheabsenceofanalternativeplanoradiv
ersifiedrevenuestructurecapableofcompensatingforlosses.
AsfortheNationalBankoflraq,intheperiod2016-

2022 thecontributionofthecurrencysalewindowwasrelativelylow(lessthan30%),indicati
ngamorediversifiedrevenuestructure.However,withotherbankssubjecttosanctionsatthee
ndof2022,itsrevenuesfromthewindowescalatedsignificantlyin2023and2024(93.4billion
andthen151.1billiondinars),constituting27.2%andthen33.4%ofthetotalrevenues,whichs
uggestsagradualshiftinthebank'sstrategytowardsrelyingonthewindow,perhapstoseizete
mporaryopportunitiesinthemarket.However,thedependencewasnotassevereasintheMid
dleEastBankduringthepeakyears.
Table(3)PercentageofcommissionrevenuesinthewindowinthelragiNationalBanka
ndtheMiddleEast.

Year NationalBankoflraq MIDDLEEAST
2016 27.2 46.3

2017 6.2 12.7

2018 -- 12.4

2019 2.9 59.1

2020 10.9 62.2

2021 4.3 57.5

2022 3.5 73.8

2023 27.2 0

2024 334 0

Source:Preparedbytheresearcherbasedontables(1and2)
2-Qualitativeaspect(qualitativeanalysis)
ItisclearfromTable(4)thatduringtheperiodbetween2016and2022,MiddleEastBankwash
eavilydependentonprofitsresultingfromthesaleandpurchaseofforeigncurrencies,asthese
profitsconstitutedthelargestpartofitsannualincome. Thisindicatestheexistenceofamonoli
thicmodelbasedonasinglesourceofincome,withnorealdiversificationinotherbankingandi
nvestmentservices.Thispatternmadethebankvulnerabletocrises,ashappenedaftertheimp
ositionofUSsanctionsattheendof2022,asreturnssawasignificantdeclineoverthenexttwoy
ears,reflectingweakresilienceorchangingstrategiesduringcrises.Incontrast,theNational
Bankoflragshowsagreaterbalanceinitssourcesofincome,asitdidnotrelyheavilyonthecurr
encysellingwindowduringthesameperiod. Thisprovidedhimwithflexibilityinreactingtoe
conomicandpoliticalchanges. After2022,itwitnessedanoticeableincreaseinitstotalrevenu
es,anditalsoenteredthewindowofsellingthecurrency,butitfollowedthisoptioncautiouslya
ndaccordingtoadeliberateplan,withoutrelyingonitasamainsourceofincome.Accordingly
,theanalysisoftheperformanceofthetwobanksrevealsagreatdisparityinmethodsandrespo
nses.WhiletheMiddleEastBankremainedconfinedtoitsrelianceononewindowwithoutloo
kingforalternatives,theNationalBankoflragwasabletoachievebalanceanddiversification
initsrevenues,whichhelpeditachievesustainablegrowthandbetterrespondtoshocks.
Table(4)Comparativequalitativeanalysisbetweenthetwobanksfortheperiod2016-

2024
ThemeofAnalysis MiddleEast NationalBankoflraq
WindowReliancePa VeryHigh(2016-2022) (LowtoMedium)
ttern
Diversityinsourceso Poorsingleincomemodel Morebalanced
fincome
Respondingtoshock | Veryfragile;revenueshavecol Greaterflexibility
s(e.g.sanctions) lapsed




Changeofstrategy | Hasnotdemonstratedtheabilit | Hebegantomovetowardsusingth
ytotransformafter2022 ewindow,butwithcaution

TotalRevenue Significantdeclineafter2022 Significantgrowthafter2022

Source:Preparedbytheresearcher
FourthTheme:ConclusionsandRecommendations

1. Theweakdiversificationofbankingservicesinsomelragibanks,suchastheMiddleEastBan
k,ledtoexcessiverelianceonthewindowofsellingforeigncurrencyasamainsourceofreven
ue,whichmadethemvulnerabletoexternalshocksandinternationalsanctions.

2. TherehavebeendirecteffectsofU.S.sanctionsonthelragibankingsystem,promptingsome
bankstomoveawayfromdollar-
denominatedtransactionsandreshapetheirbusinessmodelsinatraditionalwayinvolvingli
mitedrevenue.

3. TheexperienceoftheNationalBankoflraghasshownahighlevelofflexibilityandadaptabili
tytosystemicandeconomicchanges,bydiversifyingsourcesofincomeandmovingtowards
digitaltransformationandonlinebanking.

4. Theheavyrelianceontherevenuesofthecurrencysalewindowisanunsustainablemodeland
reflectstheweaknessofbankingstrategiesfollowedbysomebanks,suchastheMiddleEastB
ank.

5. Thesanctionsimposedincreasedcompetitioninthelragibankingmarket,asnon-
punishedbankssuchastheNationalBankseizedtheopportunitytoexpandtheircustomerba
seandincreasetheirmarketshare.

6. Lackofbankingawarenessandlackofpublicconfidenceinbankshasposedamajorchalleng
etothedevelopmentofthebankingsectorinlrag,whichrequirestheimplementationofawar
enessprogramsandstrengtheningtherelationshipwiththepublic.

7. Iragibanksfacealackoftechnologicalinfrastructureandsanctions,whichrestrictstheirabili
tytoadheretointernationalstandardsandexposesthemtoriskssuchasmoneylaunderingand
terroristfinancing.

8. Theintroductionofdigitalbankingservicessuchasmobileappsandsalarylocalizationhave
contributedtoenhancedfinancialinclusionandincreasedengagementwiththeformalbanki
ngsystem,especiallyafter2017.

9. ThefailureofsomebankstocopewithcrisessuchastheCoronapandemicandUSsanctionsre
vealedaweaknessintheirresilienceandalternativestrategiestocopewithchanges.

10. Thereisanoticeablevariationbetweenbanksinhowtheyrespondtocrisesandecono
micchanges,asbankswitharenewedanddigitalorientationhaveemergedasinstitutionscap
ableofachievingsustainabilityandgrowth,comparedtobanksthatrelyonamonolithicpatte
rnofrevenues

TheFifthAxis:

1. TheMiddleEastBankneedsacomprehensiverestructuringofitsbusinesspolicies,focusing
onactivatingitsbasicbankingservices(lending,investments,facilities),andreducingexces
siverelianceonreal-
timereturnsfromthecurrencysalewindow,whichwaspreventedbysanctions.

2. TheNationalBankoflragshouldpayattentiontonotdriftingexcessivelytowardsrelyingont
hewindow,althoughitsfiguresarestillwithinacceptablelimits,buttherisingtrendmayexpo
seittoasimilarfatefortheMiddleEastBankifmonetarypolicieschangeorfuturerestrictions
areimposed.

3. Stakeholdersinlraq,whetherregulatoryorbanking,shouldworktoestablishflexibleandne
wwaystofaceinternationalsanctions,byestablishingmultiplebankingrelationships,enha
ncingtransparencyandcompliancetoeaseexternalpressures,andensuringthatbankingope
rationscontinueindifficulttimes.



. ItisimportanttosupportsuccessfulmodelssuchastheNationalBankoflrag,andexpandthe
mthroughinterbankprogramstodevelopdigitalservicesandpromotetechnologicaltransfo
rmation,whichhelpsimprovethestabilityandcompetitivenessofbanksinanever-
changingbankingenvironment

. Banksneedmoresustainablebusinessstrategiesthatavoidrelyingontemporaryrevenuesb
yinvestinginemployeedevelopment,increasingthequalityofservices,expandingthecusto
merbaseandofferinganintegratedpackageofservicestoindividualsandbusinesses.

. Banksthatareweakinthemarketorsubjecttosanctionsshouldadoptnewcompetitivestrateg
iesfocusedonimprovingthequalityofservicesandproductdevelopment,withafocusonthel
ocalmarkettorestorecustomerconfidenceandensurecontinuityinthebankingsectorinlraq

. TheCentralBankoflragandofficialsshoulddevelopanationalplantoraisebankingawarene
ss,includingsustainablemediaandeducationalprogramsincooperationwiththemediaand
educationalinstitutions,tocorrectmisconceptionsandpromotepositiveinteractionwithba
nks.

. Investmentintechnologyandsupervisoryinfrastructurewithinlragibanksshouldbeenhan
ced,inadditiontodevelopingtheskillsofbankingcadresthroughtechnicaltrainingandprep
aration,topursueinternationalcompliancerequirementsandmeetsupervisorychallenges.

. Digitaltransformationeffortsinalllragibanksmustbestrengthenedbyincreasingtheprovis
ionofbankingtelephoneservices,pointsofsale,andelectronicpaymentapplications,asthis
hasasignificantimpactonacceleratingfinancialinclusion,improvingthecustomerexperie
nce,andincreasingtheefficiencyofoperations.

10. Iragibanksshouldpreparestrategicplanstodealwithpotentialcrisessuchaspandemi

csorsanctions,includingdiversifyingsourcesofincome,establishingspecializedcrisisma

nagementunits,andfollowingflexiblebusinessmodelsthatcanadaptquicklytoeconomicc
hanges.

11. Itisadvisabletoencouragelragibankstoadoptpoliciesbasedonsmartcompetitionan

dcontinuousmodernization,throughtheuseoftoolstoassessperformance,followglobaltec

hnologicalinnovations,andpromoteinnovationinthebankingfieldtobeabletowithstandan
dgrowinunstablesituations.
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