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Ranking the Factors Effecting the Regulatory Instruments of
the Central Bank of Iran for Financial Stability in Iran's
Banking System
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Abstract

The present research aimed at ranking the factors effecting the regulatory instruments of the
Central bank of Iran for financial stability in banking system of Iran. The analysis method
is descriptive-surveying. Data were gathered through interviewing with the experts.
Reliability and validity of the research instrument confirmed by marketing experts. Data
were analyzed using EViews and Lisrel software. To rank the indices phase Topsis method
was used. In ranking factors effecting financial stability of the Central Bank of Iran using
phase TAPSIS, cash reserves factors to bank assets (CR), capital adequacy (AC),
nonperforming loan (NPL), liquidity (LY), real exchange rate (PER), domestic credit paid
to the private sector by banks (DCP), debt to asset ratio (DA) were ranked 1 to 7
respectively. The results showed that the financial stability of the banking system has had
some stable fluctuations under the effects of GDP since 1991 to 2001, i.e, GDP growth
haven’t had a significant effect on financial stability. The financial stability of banking
system has been through more fluctuations between 1991 to 2002. Also, financial stability
of the Central Bank had undergone through balanced fluctuations under budget deficit in
1992-2002, but the budget deficit has had a significant effect on financial stability of
banking system since 2002 to 2014. And, it caused increasing financial instability of
banking system since 2014 to 2017. The analysis results showed that inflation rate has had
a serious effect on financial stability of banking system, causing financial instability through
under study years 1991-2017. And, although money volume growth hasn’t had high
fluctuations 1991-2006, but through 2006 to 2017 it has had high fluctuations as such that
during the last 4 years the sharp gradient of financial stability of banking system has
decreased.
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