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ARTICLEINFO ABSTRACT

In recent decades, economic growth has become very

gfjedif;a;z( important in developing countries. A requirement for
' economic growth is the existence of financing systems for
Bank Shares,

investment in various economic sectors. Financial systems can
facilitate the country's economic growth by concentrating
limited resources and funds for huge investments. Considering
the colorful role of banks in the financing systems and the
significant impact of bank stock returns on their activities, the
study of factors affecting bank stock returns is of great
importance. One of the influencing factors on banks' stock
returns is banks' credit risk. Therefore, the present study
investigates the effect of credit risk on the stock returns of
selected banks accepted in the stock market during the years
2008-2021 using the dynamic system method. The results of
the study show that credit risk has a negative effect on the
return on shares of active banks in the stock market, and this
variable is statistically significant. In addition to this
important variable, the age of banks, the size of banks, the rate
of return on bank assets, the ratio of total debt to total assets

Tehran Stock Market.

Received: of banks have also been investigated and the effect of all
February 19, 2024 variables except the age of banks on the stock returns of active
Accepted: banks in the stock market is positive and all variables are
June 29, 2024 positive. They were statistically significant.
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Extended Abstract

Introduction

Several factors have influenced the stock
returns of different banks, one of these factors
is the credit risk of banks; Because with the
increase of credit risk in banks, there is a
disruption in the performance of banks and
investors rush to other markets, and as a
result, the yield of banks' shares decreases. In
other words, due to the increase in concerns
about the repayment of facilities, the yield of
banks' shares decreases. Therefore, the
present study investigated the effect of credit
risk on the performance of selected banks
accepted in the stock market during the years
2017-1400. This study investigates the effect
of credit risk on the stock returns of selected
banks admitted to the Tehran Stock Exchange
during the years 2007-1400.

Methodology

The required statistical data is taken
logarithmically from the archival information
available in the stock exchange and the
websites of Kodal and Tehran Stock
Exchange Technology Management
Company. Now, based on the study of Baltagi
(2008) and Arellano and Bond (1991)
regarding the estimation of the equation of
relation (1) since in this type of equations,
due to the presence of unobservable effects
specific to each section and the existence of a
dependent  variable interval in the
explanatory variables that are There are two
problems of endogeneity of explanatory
variables and the existence of dynamic
structure, two-stage least squares method or
generalized moments method should be used.
Therefore, due to the type of tools used in the
two-stage least squares method, the variance
of the estimated coefficients may be larger
and inconsistent results may be obtained.

Results and discussion

The results of the study show that the
previous period's return on the shares of
banks admitted to the Tehran Stock Exchange
market has led to a decrease in the return on
the shares of the aforementioned banks; So
that with the increase of one percent of bank
stock returns in the previous period, it has led
to a decrease of the current period's stock
returns by 0.04 percent. Because by

observing the high yield in the stock market,
investors flock to this market in order to earn
higher profits, and this influx of investors will
lead to a decrease in yield in this market in
the following periods. This coefficient is
statistically significant at the ten percent
confidence level. The high age of banks also
has a negative effect on the yield of banks'
shares accepted in the stock market, so that
with an increase of one percent in the age of
a bank, the yield of that bank's shares
decreases by 0.16%. This variable is
statistically significant at the confidence level
of 1%. Operational risk has a negative effect
on the return of shares of banks accepted in
the stock market, so that with an increase of
one percent in the ratio of total outstanding
bank debts to total assets of banks, the return
of banks accepted in the country's stock
exchange is -19.2 percent. decreases. This
variable is not statistically significant at the
5% level. The rate of return on bank assets
has a positive effect on the return on bank
shares in the stock market, so that with a one
percent increase in the return on bank assets,
we can expect an increase in the return on
bank shares by 2.09 percent. This variable is
also statistically significant at the confidence
level of one percent. The effect of the size of
banks on the stock returns of active banks in
the stock market is positive, so that with a one
percent increase in the total assets of banks,
the stock returns of banks increase by 0.47.
This variable is statistically significant at the
confidence level of one percent. Therefore,
the more the bank’s assets are, the more it can
guarantee the possibility of obtaining a higher
return on that bank’s shares. The ratio of total
debt to total assets of banks has also had a
positive effect on the stock returns of active
banks in the stock market, so that with an
increase of one percent in the said ratio, the
stock returns of banks increase by 2.09
percent, and this variable is statistically
significant in The confidence level of one
percent is significant.

Conclusion

There should be mechanisms such as
methodology for credit rating in a
comprehensive way and according to the
country's needs. In addition to this variable,
the effect of some explanatory variables such
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as the age of banks, the size of banks, the rate
of return on bank assets, the ratio of total debt
to total assets of banks has also been
investigated and the effect of all variables
except the age of banks on the stock returns
of active banks in the stock market is positive
and all The variables were statistically
significant.
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