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Abstract

Considering the importance of the Banking system in Iran economy and
taking into account the strategic objectives of bank’s activities to improve
their performance indicators, the main objective of the present study was to
investigate the impact of internal and external factors affecting the three
profitability components; including the return on assets (ROA), return on
equity (ROE) and the net income margin (NIM) indicators of 13 private
banks' in Iran for the period 2006 to 2016; using structural autoregressive
vector panel model. For this purpose, the macro level factors responsible for
profitability of banks are divided into internal components; including the
guality of management, asset quality, capital adequacy and liquidity and
external components such as inflation rate, interest rates, the growth of GDP,
and the development of the stock market. The results indicate that the
percentage of coverage of liquidity and the ratio of Non-performing loans to
total loan as internal bank variables have a negative effects and the growth of
GDP as the external variable has positive effect on the profitability
components.
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