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Abstract

The present study aimed to identify banking business models and their impact
on financial stability in commercial banks operating in selected Arab countries
(Iragq, Kuwait, Jordan, Qatar, and the United Arab Emirates) for the period
(2014-2023). The study sample consisted of 51 banks distributed across the
Arab countries under consideration, with a total of 510 observations. Cluster
analysis was employed to determine the banking business models, while
multiple regression models—namely pooled regression, fixed effects, and
random effects—were utilized. In addition, diagnostic tests were applied to
select the most appropriate and accurate model, upon which the fixed effects
model was chosen.

The study reached several conclusions, the most prominent of which indicated
that commercial banks in the sample adopt two main business models: the
diversified business model and the focused business model. Regarding the
impact of these models on financial stability, the results revealed that the
focused business model exerted a positive and significant effect on the financial
stability of Iraqi commercial banks, whereas it had a negative and significant
effect on the financial stability of commercial banks operating in the Arab
countries (Kuwait, Jordan, Qatar, and the UAE). Conversely, the diversified
business model demonstrated a negative and significant effect on the financial
stability of Iraqi commercial banks, while showing a positive and significant
effect on the financial stability of commercial banks operating in the Arab
countries.

The study recommends that bank management should select the business model
most appropriate for each bank in alignment with its internal and external
environmental variables. Furthermore, adopting more than one business model
can be a viable approach to achieving the bank’s objectives, ensuring efficiency,
and sustaining its operations in the banking market.

Keywords: Focused business model, Diversified business model, Financial
stability, Cluster analysis
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Abstract

The present study aimed to identify banking business models and their impact on financial
stability in commercial banks operating in selected Arab countries (Iraq, Kuwait, Jordan,
Qatar, and the United Arab Emirates) for the period (2014-2023). The study sample consisted
of 51 banks distributed across the Arab countries under consideration, with a total of 510
observations. Cluster analysis was employed to determine the banking business models, while
multiple regression models—namely pooled regression, fixed effects, and random effects—
were utilized. In addition, diagnostic tests were applied to select the most appropriate and
accurate model, upon which the fixed effects model was chosen.

The study reached several conclusions, the most prominent of which indicated that
commercial banks in the sample adopt two main business models: the diversified business
model and the focused business model. Regarding the impact of these models on financial
stability, the results revealed that the focused business model exerted a positive and significant
effect on the financial stability of Iraqi commercial banks, whereas it had a negative and
significant effect on the financial stability of commercial banks operating in the Arab countries
(Kuwait, Jordan, Qatar, and the UAE). Conversely, the diversified business model
demonstrated a negative and significant effect on the financial stability of Iraqi commercial
banks, while showing a positive and significant effect on the financial stability of commercial
banks operating in the Arab countries.

The study recommends that bank management should select the business model most
appropriate for each bank in alignment with its internal and external environmental variables.
Furthermore, adopting more than one business model can be a viable approach to achieving
the bank’s objectives, ensuring efficiency, and sustaining its operations in the banking market.
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