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The financial development of a country cannot be considered 

complete without the financial sustainability of its financial 

institutions, which can be achieved by producing funds from 

strong investment plans and loans. Policymakers and future 

researchers must prioritize this element. Therefore, the current 

study investigates the effect of specialized loans from 

agricultural banks to SMEs, such as project loans, objective 

loans, commodity loans, and liquidity loans, on the financial 

performance of agricultural banks in Iraq. The study retrieved 

data from the databases of fifteen agricultural banks from 2011 

to 2020. The relationship between variables has been examined 

using the Method of Moments Quantile Regression (MMQR). 

The results demonstrated a correlation between project 

financing, objective financing, commodity financing, and liquidity 

and the financial performance of agricultural banks in Iraq. The 

article guides decision-makers in the formulation of strategies to 

increase financial return through the use of specialty loans. 

 
Key words: Specialized loans, project finance, objective 
finance, commodity finance, liquidity, financial return, small and 
medium enterprises. 
 
 

 

1. INTRODUCTION 

The banking sector of an economy is essential for higher 

economic development and financial development 

stability. It helps companies involved in various 

enterprises satisfy their financial needs, conducts various 

financial transactions, and supports savings and 

investment programs (Demirgüç-Kunt et al., 2021). 

Additionally, the banking industry assists the government 

in managing monetary and fiscal policies. It leads to the 

government's infrastructure development and capital 

formation. Moreover, because banks provide a platform 

for transferring funds between areas and exchanging one 

currency for another, they facilitate trade at the national 

and international levels (Ramzan et al., 2021). The two 

primary roles of banks are to accept deposits and to provide 

loans. Under some conditions, banks offer a combination 

of interest and a few small deposit fees. Interest is banks' 

principal source of income, whereas loans are their 

primary source of revenue. The performance of banks is 

determined by their financial returns, the returns on loans, 

and the amount of interest it generates (Nizam et al., 2019). 

Loan repayment and interest rates depend on the frequency 

and amount of borrowing. Agricultural banks are 

specialized banks that are established and operated to 

promote agriculture. Small- and medium-sized companies 

(SMEs) specialized loans from banks, such as project 

financing, objective finance, and commodity finance, are 

of lower volume and higher frequency, which is 

advantageous for banks' financial returns (Hameedi et al., 

2021). Project financing is a sort of specialized loan in 

which loans are issued to small and medium-sized 

enterprises for the execution of a particular project. Under 

project finance, the interest rate is proportional to the size 

and duration of the project. As the economic, eco-friendly 

infrastructure projects promote the country's development 

and the banks are assured of payment, the banks' financial 

returns might increase (Ekinci et al., 2019). Throughout 

their existence, various government and private-sector 

organizations have pursued varying goals. Loans are 

offered to clients under objective finance to attain certain 

objectives, which may be of many forms. This financing is 

advantageous for banks because the possibility of losing 

loan principal or interest is minimal. Moreover, 

commodity loan supplied to SMEs for handling any form 

of commodities to advance production, trade, construction, 

and development, boosts the financial returns of the banks 

(Taghizadeh-Hesary et al., 2019). 

This study examines the performance of Iraqi banks. Iraq 

is a rising nation with an economy in the upper middle 

class. The nominal GDP of Iraq in 2022 is $297.341 

billion. However, the purchasing power parity is $512.926 

billion. Iraq has a burgeoning banking industry (Jadah et 

al., 2020). Technology and banking services in Iraq are on 

the verge of catching up to international standards. 

Nonetheless, some issues must be handled. In 2017, 

according to the World Bank, only 23% of the Iraqi 

population had bank accounts. This is even though Iraqis 

continue to rely on cash payments. Financial development 

has been hampered by a lack of confidence in the banking 

system and an insufficient grasp of cashless payment 

methods (Salman et al., 2021). Despite having 53 privately 

owned banks (PSOB), seven state-owned banks (SOB), 

and 14 foreign bank branches, the country today has 74 

financial institutions. However, in 2021, the banking 

industry only contributed 1.94 percent to Iraq's GDP. 

Despite having 904 sites throughout the country, most of 

Iraq's banks are located in Baghdad and Basra, which 

account for 37.1% and 9.3% of all branches, respectively 
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(Ali et al., 2021). 

Different Iraqi banks include the Agricultural Cooperative 

Bank of Iraq, Babylon Bank, Bank of Baghdad, Bank of 

Iraq, Basrah International Bank for Investment, Dar Es 

Salaam Investment Bank, Gulf Commercial Bank, 

Industrial Bank of Iraq, Iraqi Islamic Bank, Islamic 

Cooperation Investment Bank, Rafain Bank, Rasheed 

Bank, Real Estate Bank of Iraq, Trade Bank of Iraq, Warka 

Bank, etc. (Ojah et al., 2019). However, the Iraqi baking 

industry is emerging and achieving economic success. 

However, the rate of banking development is not as rapid 

as it has to be to meet economic demands and compete with 

the financial sectors of other economies. Authorities must 

pay attention to the performance of individual banks. This 

study is a step toward fulfilling this requirement. The study 

aims to investigate specialized bank loans such as project 

finance, objective financing, and commodity finance, as 

well as the banks' liquidity and financial returns. 

The current study is not merely a rehash of previous 

research; it provides numerous contributions to the field. 

In past research, the relationship between specialist loans 

and bank performance has been addressed primarily. The 

effects of project finance, objective finance, and 

commodity finance on the financial returns of banks have 

been examined in only a few research. This study 

contributes to the literature by examining the effects of 

project finance, objective finance, and commodity finance 

on the financial returns of banks. Second, this study did not 

merely investigate the effects of speciality loans such as 

project finance, objective finance, and commodity 

financing on banks' financial returns. But it sheds light on 

the specialized loans offered by agricultural banks to small 

and medium-sized enterprises. Thirdly, the study explores 

the role of project finance, objective finance, and 

commodity financing in the financial returns of Iraqi banks 

for the first time. The paper contains numerous 

interconnected sections. Analyzing past studies, the 

second section discusses the relationship between project 

finance, objective finance, commodity financing, liquidity, 

and the financial returns of banks. The final section 

outlines the research methods utilized. The fourth section 

presents the research findings following data analysis. In 

conversations, these findings are consistent with those of 

prior research. The study's ramifications, conclusion, and 

limitations are briefly discussed at the end. 

2. LITERATURE REVIEW 

A bank's financial services of savings, deposits, money 

transfer, collection and payment of money, investment, 

document security, etc., are crucial to the economic 

development of a nation. The principal source of earnings 

affecting the financial performance of banks is interest on 

loans. This source of banks' financial success is influenced 

by their specialized business loans (Almagtome et al., 

2020). This study investigates the effects of speciality 

loans such as project finance, objective finance, and 

commodity finance on banks' financial returns. The supply 

of project, objective, and commodity finance boosts loan 

earnings, while the demand for banking services raises 

banks' financial returns. Previous work has investigated 

the relationship between project finance, objective finance, 

and commodity finance and the financial returns of banks. 

The following sections describe previous studies 

examining the relationship between project finance, 

objective finance, commodity finance and banks' financial 

returns. Project finance is one of the specialized bank loans 

available. It is offered to clients for the completion of 

specific projects. As its recovery is contingent upon the 

project's completion and the interest rate can be based on 

its size and profitability, it creates substantial profits for 

banks. It strengthens their financial situation (Almaleki et 

al., 2021; Kuswardinah,  Ansori, Rachmawati & Fajri, 

2021; Ndiaye, Ceesay & Moussa, 2022; Guellil & 

Benhabib, 2022; Jethwani & Ramchandani, 2022). 

Alonso-Conde et al. (2020) examine the effects of project 

financing (green bonds) on the profitability and 

creditworthiness of project financing organizations. This 

paper examines a case of financing a project with a green 

bond for the Sagunto regasification Plant. This funding is 

offered to the Sagunto Regasification Plant for eco-

friendly enhancements to its operations, including the 

loading, unloading, and storing of liquefied natural gas 

from methane tankers. The study suggests that when banks 

or financial institutions provide project financing through 

green bonds, it increases capital, improves the use of 

capital for those projects, and reduces project costs and 

risks. 

In the end, the risks associated with bank funding diminish, 

and they can increase their financial returns. Anwar et al. 

(2020) investigate rural banks' project financing to micro 

and small enterprises (MSBs) and banks' financial returns. 

The research spanned from 2012 to 2016, and data was 

collected from 212 rural banks operating in various cities 

in the Indonesian state of West Java. The writers made use 

of the performance of rural banks was analyzed using data 

envelopment analysis, and the relationship between bank 

performance and particular project loans to MSBs was 

examined using panel data analysis. The research reveals 

that special project financing from rural development 

banks aids in expanding micro and small enterprises 

(MSBs). This financing could be financially lucrative for 

banks, resulting in better profits. Liu et al. (2021) examine 

the impact of project finance on agricultural technical 

innovation and rural financial development banks. From 

2003 to 2015, panel data regarding variables were 

collected from 31 provinces in China. Using available data, 

descriptive statistics were employed to conclude the 

relationship between components. The study hypothesizes 

that financing agricultural technological innovation results 

in increased agricultural output and sustainability. It would 

increase project finance earnings while also increasing 

banking services' marketing opportunities. Consequently, 

banks' financial returns improve. Thus, project finance 

adds positively to the financial returns of banks. 

Commercial banks also give specialised financing to 



AgBioForum, 24(2), 2022 | 130 

 

Jawad and Al-marzooge. — The Impact of Specialized Loans of Agricultural Banks for Small and Medium Enterprises (SMEs)… 

businesses of varying sizes to accomplish a certain aim. 

They determine the interest rate and payment date based 

on the type and intent of the objectives to be achieved. 

These particular loans or credits assist the recipient 

organizations in developing and expanding their 

businesses while generating revenue and promoting the 

bank's services. Therefore, objective financing growth 

increases banks' financial returns, and the relationship 

between objective financing and bank financial returns is 

strengthened. (Jan et al., 2019; Althawaini, Elmulthum & 

Morsi, 2022; Khong, 2022). Danoshana et al. (2019) study 

the connection between objective funding for corporate 

governance and the financial returns of financial 

organizations such as banks. Study samples were selected 

to collect information on the funding and financial strength 

of Sri Lanka's 25 listed financial institutions. From 2008 to 

2012, statistics and panel data for Sri Lankan financial 

institutions were obtained from secondary sources. The 

data analysis demonstrates that providing enterprises with 

objective financing for implementing corporate 

governance significantly enhances the firms' management 

and effectiveness, boosting their overall performance and 

ability to repay banks responsibly. These short-term 

financing objectives limit the risk of funds recovery and 

preserve businesses' financial returns. Soewarno et al. 

(2020) did a study to assess the effects of speciality loans, 

such as objective financing, on the financial returns of 

banks. The study indicates that small and medium-sized 

firms typically experience financial difficulties. In this 

circumstance, they cannot achieve objectives such as 

corporate governance, employee satisfaction, maintaining 

marketing, gaining equity market confidence, and 

maximizing profitability. However, the availability of 

objective financing from banks and other financial 

organizations assists businesses in achieving their goals. 

Under these conditions, it is more likely that businesses 

will interact with banks for their purposes, which 

significantly improves the financial returns of banks. Due 

to particular objective financing, Julia et al. (2020) shed 

light on the financial returns of Islamic and conventional 

banks. The writers picked several commercial banks that 

financed green initiatives in Bangladesh from 2012-2014. 

The performance of five Islamic and conventional banks 

was evaluated using secondary data obtained from annual 

and specific sustainability reports, and the data was 

validated via interviews. The research reveals that their 

financial returns are more significant when banks provide 

financing, especially for green aims. 

Agarwal et al. (2020), in a research work on bank lending 

and commodity prices, examine the relationship between 

commodity financing and bank finance performance. The 

research sample consisted of 582 banks in forty countries. 

The banks' balance sheets and credit registries were 

empirically studied to obtain information regarding 

commodities finance for commodity exports and financial 

returns. Then, a regression coefficient analysis was 

performed on test data to determine the association 

between components. The article argues that when banks 

supply exporters with specialist commodity finance, the 

quality of the goods to be exported is maintained and 

exporting commodities can provide substantial profits. 

This increases demand for the bank's loans and the total 

interest income from loans. Therefore, commodities 

finance adds positively to the financial returns of banks. 

Aduba Jr et al. (2021) investigate the effects of 

commodities financing on the financial growth of banks. 

For this investigation, information was acquired from 

Japanese commercial banks. When a policy is enacted to 

allow special commodity loans for SMEs, banks and other 

financial institutions can boost marketing for financial 

goods. The specialized loans pay more with less risk. 

Therefore, commodity financing is essential for enhancing 

and maintaining the financial returns of banks. Kukah et 

al. (2022) investigated the relationship between Ghana's 

energy infrastructure commodity financing and banks' 

financial returns. The surveys were used to gather data 

from respondents. A total of seventy-eight responses were 

deemed comprehensive and informative. The descriptive 

statistics with a mean score, the Kruskal–Walli’s test, and 

discriminant validity were employed to extract results 

from the data. The results demonstrated that the energy 

sector advances when banks fund innovative energy 

infrastructure. As a result, the economy has more prospects 

for success, and banks ultimately enjoy greater financial 

returns. Kanyangemu et al. (2019) discussed the financing 

of agricultural commodities by banks and the financial 

returns of banks. From 1996-1997 to 2016-2017, the 

authors' focus was on Tanzania's agricultural and banking 

sectors. The study suggests that financing banks, 

particularly for agricultural commodities, influence the 

banks' performance in two ways. First, it is less dangerous 

to retrieve money that has been borrowed, and the growth 

of agricultural and other related economic sectors boosts 

demand for banking services. Consequently, commodity 

financing boosts the financial returns of banks. 

Lending money and leasing out various items to customers 

are the banks' primary sources of revenue. Banks need 

sufficient financial resources for these two revenue 

streams to meet market demands immediately. The 

liquidity of the bank's assets impacts its financial resources 

and, by extension, its income sources. Banks with highly 

liquid assets can better enter into contracts for lending or 

leasing and thus earn more. Thus, improving liquidity 

increases the financial returns of businesses Eklof et al. 

(2020). Sahyouni et al. (2019) examine the influence of 

liquidity generation on the financial returns of banks. For 

2011-2016, data on liquidity generation on assets and 

returns on average equity were collected from 491 

commercial banks in 18 MENA countries. The regression 

analysis was undertaken to determine the association 

between the factors. The results demonstrated that banks 

that are successful at creating asset liquidity have effective 

management of contingent risks. The lowering of risks 

preserves the profitability of banking institutions. Berger 
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et al. (2019) establish a connection between liquidity 

creation and banks' financial return consistency. Using the 

panel data method, data on liquidity creation and the 

stability of banks' financial returns were collected from 

Islamic commercial banks in 24 countries from 2000 to 

2014. According to the study, the liquidity of assets is 

positively correlated with the consistency of banks' 

financial returns since it helps firms establish consistency 

in their financial business activities, such as receipts and 

deposits. 

3. RESEARCH METHODS 

This study investigates the effect of project finance, 

objective finance, commodity finance, and liquidity on the 

financial return of Iraqi agricultural banks. The study 

utilized the databases of fifteen agricultural banks to gather 

data from 2011 through 2020. The article constructed the 

equation based on the following current study variables: 

𝑅𝑂𝐸𝑖𝑡 =  𝛼0 + 𝛽1𝑃𝐹𝑖𝑡 + 𝛽2𝑂𝐹𝑖𝑡 +  𝛽3𝐶𝐹𝑖𝑡 + 𝛽4𝐿𝑄𝑖𝑡 +

  𝑒𝑖𝑡                                                                                     (1) 

Where; 

ROE  =  Return on Equity              

t  =  Time Period 

i  =  Banks  

PF  =  Project Finance 

OF  =  objective Finance 

CF  =  Commodity Finance 

LQ  =  Liquidity       

The study's dependent variable was the financial return 

assessed by return on equity. In addition, the study 

measured specialized loans as the independent variable 

using the ratios of project finance to total finance, objective 

finance to total finance, and commodity financing to total 

finance. The study's last control variable was liquidity, 

assessed by the ratio of current assets to current liabilities. 

Table 1 contains these proxies. 

 

Table 1: Variables with Measurements 

S# Variables  Measurement  Sources 

01 Financial Returns Return on equity  Agricultural Banks 
02 Specialized Loan of Agricultural Banks The ratio of project finance to total finance  Agricultural Banks 

  The ratio of objective finance to total finance Agricultural Banks 
  The ratio of commodity finance to total finance Agricultural Banks 
03 Liquidity  The ratio of current assets to current liabilities  Agricultural Banks 

 

The research employed descriptive statistics to examine 

the specifics of the variables, including standard deviation, 

mean, maximum, and lowest values. In addition, the article 

investigated the correlation between variables using a 

correlation matrix. In addition, the study utilized the 

variance inflation factor (VIF) to investigate 

multicollinearity; the corresponding equations are shown 

below. 

R2
Y 

                        𝑌𝑖𝑡 =  𝛼0 +  𝛽2𝑋2𝑖𝑡 +  𝛽3𝑋3𝑖𝑡 +  𝛽4𝑋4𝑖𝑡 +
 𝛽5𝑋5𝑖𝑡 + 𝑒𝑖𝑡                                                                    (2) 

𝑗 = 𝑅𝑌
2, 𝑅𝑋1

2 , 𝑅𝑋2,
2  𝑅𝑋3,

2 𝑅𝑋4,
2 𝑅𝑋5

2                                          (3) 

𝑇𝑜𝑙𝑟𝑎𝑛𝑐𝑒 = 1 − 𝑅𝑗
2 𝑉𝐼𝐹 =

1

𝑇𝑜𝑙𝑒𝑟𝑎𝑛𝑐𝑒
                             (4) 

Finally, the researchers have used the MMQR approach to 

examine the association among constructs. This approach 

was introduced by Machado et al. (2019) and had the 

characteristics of being “robust to outliers.” It significantly 

controls the heterogeneity across panel cross-sections 

(Aziz et al., 2020). It also provides the dynamic association 

among the variables in different conditions, even if the 

framework is nonlinear (Ike et al., 2020). So, the 

conditional quantile estimation is 𝑄𝜏(𝜏/𝑋) for the 

locational-scale alternate model is given as: 

𝑌𝑖𝑡 = 𝛼𝑖 + 𝑋𝑖𝑡𝛽 + (𝛿𝑖 + 𝑍𝑖𝑡𝜆)𝑈𝑖𝑡                                      (5) 

In equation (5), the probability represented by 𝑃{𝛿𝑖 +

𝑍𝑖𝑡𝜆 > 0} = 1.  Moreover, 𝛼, 𝛽, 𝜆 𝑎𝑛𝑑 𝛿   are the 

parameters, and z represents the k-vector of component X. 

Thus, the components are changed with element l is given 

as: 

𝑍𝑙 = 𝑍𝑙 (𝑋), 𝑙 = 1, … … , 𝑘                                             (6) 

Hence, using equation (5), the conditional quantile of Y is 

given below: 

𝑄𝜏(𝜏/𝑋𝑖𝑡)  = (𝛼𝑖 + 𝛿𝑖𝑞(𝜏)) + 𝑋𝑖𝑡𝛽 + 𝑍𝑖𝑡 𝜆 𝑞(𝜏)          (7)  

In equation (7), 𝑋𝑖𝑡 represents the independent variables 

such as PF, OF, CF and LQ, while 𝑌𝑖𝑡  is the predictive 

construct like ROE, which is conditional as 𝑋𝑖𝑡 . On the 

other hand, the distinct effects could not establish intercept 

shift. So, 𝑄(𝜏) is estimated as mentioned below:  

𝑀𝑖𝑛𝑞 = ∑ ∑ 𝑝𝜏𝑖𝑡 (𝑅𝑖𝑡 − (𝛿𝑖 + 𝑍𝑖𝑡 𝜆 )𝑞)                        (8) 

4. FINDINGS OF THE STUDY   

The research employed descriptive statistics to examine 

the specifics of the variables, including standard deviation, 

mean, maximum, and lowest values. The results revealed 

that the average ROE value was 15.109 percent, the 

average PF value was 11.098 percent, and the average CF 

value was 72.019 percent. In addition, the results revealed 

that the OF average value was 79.092 percent while the LQ 

average value was 3.201%. Table 2 displays these results. 

 

Table 2: Descriptive Statistics 

Variable Obs Mean Std. Dev. Min Max 

 ROE 150 15.109 0.123 11.214 22.333 
 PF 150 11.098 0.784 9.221 17.196 
 CF 150 72.019 2.091 67.102 81.201 
 OF 150 79.092 1.102 71.298 81.211 
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 LQ 150 3.201 0.281 2.101 5.302 

 

In addition, the article investigated the correlation 

between variables using a correlation matrix. The 

results indicated that project financing, objective 

financing, commodity financing, and liquidity 

have a favorable relationship with the financial 

return of agricultural banks in Iraq. Table 3 

displays these results.

Table 3: Matrix of Correlations 

  Variables   ROE PF CF OF LQ 

 ROE 1.000 
 PF 0.701 1.000 
 CF 0.592 0.734 1.000 
 OF 0.321 0.528 -0.753 1.000 
 LQ 0.382 0.335 -0.323 -0.643 1.000 

 

In addition, the VIF was utilized to assess multicollinearity. 

The results demonstrated that VIF values are less than five 

and reciprocals are more significant than 0.20. These results 

did not show multicollinearity. Table 4 displays these 

results. 

Table 4: Variance Inflation Factor 

     VIF   1/VIF 

 PF 3.782 0.264 
 CF 2.102 0.476 
 OF 2.021 0.495 
 LQ 1.902 0.526 
 Mean VIF 2.452 . 

 

The researchers have utilized the MMQR to investigate the 

relationship between constructs. The results indicated that 

project financing, objective financing, commodity financing, 

and liquidity have a favorable relationship with the financial 

return of agricultural banks in Iraq. In addition, the results 

revealed that the PF has a considerable impact on ROE in 

quantiles 1 through 9 and that the CF has a significant 

relationship with ROE in quantiles 1 through 9. In addition, 

the results revealed that the OF has a considerable influence 

on ROE in quantiles 1 to 5 and 7 to 9, and that LQ has a 

significant relationship with ROE in quantiles 1 to 4 and 7 to 

8. Table 4 displays these results. 

Table 5: Panel Quartile Estimation (MMQR) 

Variables Method of Moments Quantile Regression (MMQR) 

 Location Scale  Grid of Quartiles    
   0.10 0.20 0.30 0.40 0.50 0.60 0.70 0.80 0.90 
 PF 0.732*** 0.663* 0.637** 0.671** 0.323* 0.527** 0.621* 0.222* 0.432* 0.433* 0.432* 
 CF 0.721** 0.819* 0.772* 0.666* 0.291* 0.652*  0.772** 0.921** 0.331** 0.298* 0.102** 
 OF 0.652** 0.212** 0.749* 0.272* 0.418* 0.291* 0.429* 0.091 0.102 0.713** 0.882* 
 LQ 0.611* 0.552** 0.200* 0.778** 0.661** 0.821* 0.011 0.076 0.728* 0.899* 0.036 

***, **, and * represent significant level at 1%, 5%, and 10%, respectively 

 

5. DISCUSSIONS 

The results demonstrated a positive correlation between 

project financing and the financial performance of banks. 

These findings are consistent with Ichsan et al. (2021)'s 

examination of the impact of specialist loans on bank 

performance. The study demonstrates that when banks 

have a policy of providing specialized loans for various 

projects, they can increase their marketing for financial 

services. The number of clients increases the banks' money 

creation and earnings. Consequently, increased returns on 

equity boost the financial performance of banks. These 

findings are reinforced by Anvarovich (2020)'s research on 

the effect of project finance on bank performance. In a 

country where small and medium-sized enterprises 

(SMEs) receive project loans, banks' business needs 

expand, and their financial performance is likely to 

improve. 

The findings demonstrated that objective finance has a 

favorable correlation with the financial success of 

institutions. These results are consistent with Hunjra et al. 

(2022)'s conclusion that small and medium-sized 

businesses confront financial constraints and an inability 

to complete specific duties. The bank's policy of providing 

objective financing assists these businesses in completing 

various responsibilities and achieving company 

performance. This subsequently increases demand for 

bank products and boosts their equity returns. These 

findings are further corroborated by Bătae et al. (2021), 

who demonstrate that in objective finance, banks have the 

assurance of receiving their capital, plus interest, 

immediately following the completion of an objective. It 

strengthens the bank's financial standing. 

The results demonstrated a positive correlation between 

commodities finance and the financial performance of 
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banks. These results are consistent with Haralayya (2021)'s 

study. This study hypothesizes that banks and other 

financial institutions with a policy of granting loans to 

small and medium-sized enterprises (SMEs) to produce 

and distribute various commodities can increase their 

income sources. Therefore, they can enhance their 

financial performance. These findings are also 

corroborated by ——-'s research, which demonstrates 

that commodities finance boosts the frequency of loan 

distribution and the overall revenues of banks. Increased 

returns on equity contribute to improved financial success. 

The results indicated that liquidity is positively associated 

with the financial performance of banks. The past research 

of Li et al. (2022), which studies the impact of liquidity on 

the performance of banks, supports these findings. This 

earlier study asserts that the increased liquidity of assets 

helps financial institutions to make loans and investments. 

Therefore, they can provide greater returns on equity. 

These findings are consistent with the findings of (Gazi et 

al., 2022), who theorize that increased liquidity enables 

banks to more effectively market their services and 

demonstrate business efficacy; they can sell more, earn 

more, and exhibit superior financial performance. 

6. IMPLICATIONS 

Many innovative aspects of the current study can be 

utilized by scholars in their future work on bank 

performance. This study examines the effects of speciality 

loans, such as project finance, objective finance, 

commodity financing, and liquidity, as a controlling 

element on banks' financial performance. The financial 

performance of the bank is measured by return on equity. 

The researchers are primarily concerned with the financial 

performance of agricultural banks in Iraq. 

This study has numerous empirical implications for the 

banking sector of emerging economies, particularly for 

agricultural development-focused banks. There is a 

guideline outlining how agricultural banks' management 

must formulate policies to preserve their financial 

performance. The report recommends that agricultural 

banks provide project financing to small and medium-

sized enterprises to increase return on equity. It is also 

advised that loan regulations be formulated, so financial 

institutions favor objective loans to agricultural SMEs to 

increase equity returns. In addition, the study reveals that 

agricultural banks must give commodity loans to SMBs to 

raise and preserve equity returns. The article aids 

policymakers in the development of policies to improve 

financial return through the use of speciality loans. In 

addition, the authors of this study assert that agricultural 

banks must own highly liquid assets, which ensures greater 

returns on equity. 

7. CONCLUSION 

This study aimed to determine the impact of specialist 

loans on the financial performance of banks. The authors 

analyzed project finance, objective finance, and 

commodity finance, as well as the effects of liquidity on 

returns on equity, and collected data from Iraqi banks. The 

findings reveal a positive relationship between project 

finance, objective finance, commodity finance, liquidity, 

and equity returns. The results demonstrated that under 

project finance, the banks' profits are proportional to the 

size of the project, and payment is guaranteed at the 

project's conclusion with project assets as collateral. This 

kind of loan distribution boosts banks' returns on equity. In 

addition, the results suggested that the issue of loans to 

SMBs for specific purposes increases banks' routine 

functions and creates more significant profits. Therefore, 

returns on equity are greater. The findings demonstrated 

that financing small and medium-sized enterprises (SMEs) 

for producing or selling specific commodities may 

increase bank profitability and boost equity returns. In 

addition, the study indicated that the presence of liquid 

assets enables banks to issue numerous loans and expand 

their operations. Returns on equity improve with the firm 

expansion. 

8. LIMITATIONS 

Still, there are limits to the current study, and it is believed 

that future researchers will eliminate them. Several 

aspects, such as project finance, objective finance, 

commodity finance, and liquidity, that affect returns on 

equity have been explored in this study. Numerous 

additional variables remain unaccounted for, including 

firm size, financial management, and interest rate. Future 

authors must also include these aspects when evaluating 

the financial performance of institutions. In addition, data 

on the financial performance of banks concerning project 

finance, objective finance, commodity finance, and 

liquidity were collected from exclusively agricultural 

banks in Iraq. The data from a single economy's banking 

sector cannot be sufficient for a complete and usually valid 

assessment. Therefore, it is envisaged that academics will 

utilize data from numerous banking systems to produce 

broad study conclusions applicable to any economy. 
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