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In examining the financial health of banks, selecting and defining
indicators is one of the key steps. The purpose of this research is to
create indicators for measuring the financial health of Iranian
commercial banks in terms of banking and academic experts. To this
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end, 1000 questionnaires were collected during the year 2018 from
the banking experts of all commercial banks of the country that have
two concurrent conditions: a) having a bachelor's degree in
accounting, banking, economics and management; b) Having a senior
management experience of over 5 years in the bank, as well as
academic experts. Of these, 715 items were collected at a return rate
of 5.71%, of which 507questionnaires were available. The research
method is descriptive-correlational. For data analysis and testing of
hypothesis, R software and confirmatory factor analysis were used.
The findings showed that from the perspective of banking and
academic experts, capital adequacy, asset quality, profitability,
liquidity, management quality, market risk sensitivity, Islamic
banking, corporate governance, and facilities with technical and
economic backing have effect on financial health Banks, and from
which, liquidity index, market risk sensitivity and management

quality have the most impact.

1-Introduction

One of the most critical sections of each economy is banking industry
Undoubtedly. Financial soundness in banking system is important to
establish stability in economics and monetary mechanism, and keep



investors interests and trustfulness to the banking industry. Therefore, there
is a need to monitor the banks by regulators such as central bank. So, it is
important to make an index to evaluate the banking soundness. The aim of
this study is to make some indexes to measure the business banks soundness
based on the banking and academic experts’ viewpoints.

2- Hypothesis

The research hypothesis is designed and developed as follows:

H1: From the perspective of banking experts, capital adequacy index is
effective in measuring financial soundness.

H2: From the perspective of banking experts, the asset quality index is
effective in assessing financial soundness.

H3: From the perspective of banking experts, the indicator of
profitability is effective in measuring financial soundness.

H4: From the viewpoint of banking experts, the liquidity index is
effective in assessing financial soundness.

HS: From the viewpoint of banking experts, the quality management
index is effective in assessing financial soundness.

H6: From the perspective of banking experts, the index of market risk
sensitivity is effective in measuring financial soundness.

H7: From the viewpoint of banking experts, the Islamic banking index
is effective in measuring financial soundness.

HS8: From the perspective of banking experts, the corporate governance
index is effective in measuring financial soundness.

H9: From the viewpoint of banking experts, the indicator of the amount
of facilities with technical and economic backing is effective in measuring
financial soundness.

H10: From the viewpoint of banking experts, the index of banking
business is effective in measuring financial soundness.

H11: From the viewpoint of banking experts, other factors are effective
in measuring financial soundness.

3- Methods

The research method is descriptive-survey type and aim to present an
applied research. A questionnaire including 105 questions is designed based
on the literature and interview with banking experts. This is a five-scale
questionnaire.

The statistical population includes senior, middle and operational
managers of banks that have two characteristics: a) they should have an
academic degree in accounting, banking, economics or management, and b)



they should have at least 5 years of experience. The sample size of the
statistical community that has been obtained using R software is at least 490.
According to the sample size, 1000 questionnaires were sent. A total of 715
questionnaires were collected by senior, middle and operational managers of
banks, of which 507 questionnaires were acceptable and used.

4- Results

The results show that all of indicators have significant effects on
banking soundness except banking business and other miscellaneous
aspects. On the other hand, the results suggest that nine factors including
capital adequacy index, asset quality, profitability, liquidity, management
quality, market risk sensitivity, Islamic banking, corporate governance, the
amount of facilities with technical and economic backing are effective in
building banking financial soundness.

5- Conclusion and Discussion:

The present study suggests that Islamic banking indicators, corporate
governance mechanisms and the amount of facilities with technical and
economic backing have to add to soundness indexes in banking industry.
The difference in sounds structure of Islamic banks conventional banks is
emphasized in this study.

Keywords: Financial Health, Bank, Liquidity, Management Quality,
Sensitivity to Market Risk.
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