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Investigating Nternal and External Factors Affecting Banks'
Profitability

Ali Baghani **
Ghazaleh Abedini 2

Abstract

The purpose of this research was to investigate the internal and external factors affecting the
profitability of banks. The statistical population studied in this research is the banks accepted
in the Tehran Stock Exchange during the years 2018 to 2023. The statistical sample was
conducted based on the screening method. Finally, 16 banks were selected as a sample. The
present research is a descriptive-correlational research type, based on the nature of the data, it
is a quantitative research type, and based on the objectives, it is an applied research type. The
results of testing the research hypotheses showed that there is a positive and significant
relationship between net profit margin and banks' profitability. There is a positive and
significant relationship between non-interest income and banks' profitability. There is a
positive and significant relationship between bank size and banks' profitability. There is a
negative and significant relationship between credit risk and banks' profitability. There is a
positive and significant relationship between capital adequacy ratio and banks' profitability.
There is a positive and significant relationship between GDPG growth and banks'
profitability. These findings can help bank managers and policymakers develop optimal
strategies to increase bank profitability.

Keywords

Internal factors, external factors, bank profitability, credit risk, non-interest income, capital
adequacy ratio, gross domestic product.
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