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Objective: This study aims to examine the impact of artificial intelligence on
credit security in digital-oriented banks within the Iraqi banking system.
Methodology: This applied study employed a correlational design. Data were
collected using two standardized five-point Likert-scale questionnaires
distributed among 200 employees, managers, and customers of 10 digital-
oriented Iraqi banks. Reliability was confirmed using Cronbach’s alpha, and
data were analyzed through Pearson correlation and linear regression using
SPSS version 26.

Findings: The results revealed a strong and significant positive correlation
0.72, p < 0.01).
Regression analysis indicated that artificial intelligence is a significant
predictor of credit security (f = 0.42, p < 0.001), explaining 63% of the
variance in credit security.

Conclusion: The findings demonstrate that artificial intelligence plays a

between artificial intelligence and credit security (r =

substantial role in enhancing credit security in Iraqi banks, highlighting its
strategic importance for credit risk management and evidence-based banking
policy formulation in emerging digital financial systems.

Keywords: Artificial intelligence; Credit security;, Digital banking, Iraqi
banking system,; Risk management
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EXTENDED ABSTRACT
Introduction

In recent years, the global banking industry has undergone profound structural and functional
transformations driven primarily by rapid advances in digital technologies and, in particular, artificial
intelligence (Al). Traditionally conservative and risk-averse banking institutions are increasingly
compelled to redesign their operational, analytical, and security frameworks in order to remain resilient,
competitive, and trustworthy in a data-intensive financial environment. Among the various dimensions of
banking transformation, credit security occupies a central position because it directly affects financial
stability, risk containment, institutional credibility, and public trust. Weaknesses in credit security can
propagate systemic risks, increase non-performing loans, undermine liquidity, and ultimately threaten
macroeconomic stability. Consequently, strengthening credit security through intelligent, data-driven
mechanisms has become a strategic priority for modern banking systems (Biallas & O'Neill, 2020; Noreen
etal., 2023).

Al is increasingly recognized as a transformative enabler capable of reshaping core banking
functions such as credit assessment, fraud detection, risk prediction, and regulatory compliance. Through
machine learning, predictive analytics, and pattern recognition, Al systems can process large volumes of
structured and unstructured data, identify hidden behavioral and financial patterns, and support more
accurate and timely credit decisions. Empirical and conceptual studies have emphasized that Al-driven
banking systems outperform traditional rule-based approaches in managing uncertainty, reducing human
error, and mitigating asymmetric information problems (Polireddi, 2024; Rahman et al., 2023). These
capabilities are particularly relevant for credit security, where early identification of default risks and
fraudulent behavior is critical.

The shift toward Banking 4.0 further highlights the strategic importance of Al in integrating digital
platforms, customer data, and intelligent decision-making into a coherent ecosystem. Within this
paradigm, credit security is no longer a static compliance function but a dynamic, continuously evolving
process supported by real-time analytics and adaptive learning models (Manta et al., 2024; Shah, 2025). At
the same time, Al also plays a crucial role in enhancing cybersecurity, as credit risks are increasingly
intertwined with digital threats such as cyber fraud, identity theft, and data breaches (Al-Dosari et al., 2024;
Vucinic & Luburic, 2024).

Despite the growing international literature on Al adoption in banking, much of the existing
research has focused on customer satisfaction, service efficiency, or innovation outcomes, while credit
security has received comparatively less empirical attention, especially in developing and post-conflict
economies. This gap is particularly evident in the context of Iraq, where the banking system faces
structural challenges including institutional fragility, infrastructural limitations, and elevated credit risks,
alongside emerging efforts toward digital transformation. Although Iraqi banks have increasingly adopted
digital tools, systematic empirical evidence on whether and how Al contributes to credit security remains
limited.

Methods and Materials

This study employed an applied, correlational research design to empirically examine the
relationship between artificial intelligence and credit security in the Iraqi banking system. The statistical



population consisted of employees, managers, and customers of ten digital-oriented banks operating in
Iraq. These banks included a combination of public and private institutions that had introduced digital and
Al-based tools into their operations. A total sample of 200 respondents was selected, with participants
drawn proportionally from each bank to ensure representation.

Data were collected using two structured questionnaires based on a five-point Likert scale ranging
from strongly disagree to strongly agree. The first questionnaire measured the extent of Al adoption in
banking operations, covering dimensions such as machine learning applications, predictive analytics,
intelligent fraud detection systems, chatbots, and automated credit scoring. The second questionnaire
assessed credit security, focusing on accuracy of credit evaluation, reduction of default risk, fraud
prevention, and reliability of credit decision processes. Instrument reliability was confirmed using
Cronbach’s alpha coefficients, and construct validity was assessed through composite reliability and
average variance extracted indices.

Data analysis was conducted using SPSS (version 26). Descriptive statistics were calculated to
summarize respondents’ perceptions, followed by inferential analyses. Pearson correlation analysis was
used to test the strength and direction of the relationship between Al and credit security, while linear
regression analysis was employed to evaluate the predictive power of Al on credit security outcomes.

Findings

The descriptive results indicated a generally positive perception of artificial intelligence adoption
among respondents. The mean score for Al usage was relatively high, reflecting widespread recognition
of Al tools such as machine learning algorithms, automated fraud detection, and intelligent data analysis
systems within the surveyed banks. Similarly, credit security achieved a high mean score, suggesting that
respondents perceived improvements in credit evaluation accuracy, reduction in non-performing loans,
and enhanced control over credit risks.

Correlation analysis revealed a strong, positive, and statistically significant relationship between
artificial intelligence and credit security. The Pearson correlation coefficient demonstrated that higher
levels of Al adoption were associated with stronger credit security performance across the sampled banks.
Regression analysis further confirmed that artificial intelligence is a significant predictor of credit security.
The standardized beta coefficient indicated a substantial effect size, and the coefficient of determination
showed that a considerable proportion of variance in credit security could be explained by Al adoption.
These results collectively demonstrate that Al plays a meaningful and influential role in strengthening
credit security within Iraqi banks.

Discussion and Conclusion

The findings of this study provide robust empirical evidence that artificial intelligence significantly
enhances credit security in the Iraqi banking system. The strong correlation and predictive relationship
observed suggest that Al-based tools enable banks to manage credit risks more effectively by improving
the accuracy, speed, and consistency of credit-related decisions. By relying on data-driven algorithms
rather than purely subjective human judgment, banks can reduce decision errors, detect early warning
signs of default, and minimize exposure to fraudulent activities.

From a systemic perspective, the results indicate that Al contributes not only to operational
efficiency but also to institutional resilience. Enhanced credit security strengthens financial stability,
supports sustainable lending practices, and reinforces public trust in the banking sector. In contexts such
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as Iraq, where banks operate under conditions of economic uncertainty and institutional transition, Al
appears to function as a stabilizing mechanism that compensates for structural weaknesses by leveraging
analytical precision and automation.

The findings also suggest that credit security and digital security are increasingly interconnected.
Al-driven anomaly detection and monitoring systems enable banks to respond proactively to both credit
and cyber risks, thereby creating an integrated security framework. This integration is particularly valuable
in digital-oriented banks, where financial transactions, customer data, and credit processes are deeply
embedded in digital platforms.

In conclusion, this study demonstrates that artificial intelligence is not merely a technological
enhancement but a strategic determinant of credit security in emerging banking systems. The evidence
from Iraqi banks indicates that greater investment in Al capabilities can yield tangible improvements in
credit risk management and financial stability. These results underscore the importance of continued
digital transformation, capacity building, and strategic alignment between technology and risk
governance. By embedding Al into core credit processes, banks can move toward more secure, resilient,
and sustainable financial systems.
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