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Abstract

One of the basic requirements for sustainable growth and development is the
existence of an efficient financial sector to finance production activities. In this
regard, the present study has estimated the probability of bankruptcy of banks
employing the Altman index and using evidence from the banking industry for 18
public and private banks in the period from 2016 to 2021. Using the panel data
approach, the influencing factors in the probability of bankruptcy are also
investigated. Estimates from the panel approach show that credit diversification is
effective in reducing the probability of bankruptcy. Similar evidence shows that the
probability of bankruptcy for private banks is equal to 68% and for public banks
70%. The calculation of the Herfindahl-Hirschman concentration index has also
shown a value of 0.33 for Iran's private banks and 0.63 for state banks, so credits in
private banks have a higher diversity than in state banks. According to the results of
the research, more attention should be paid to diversifying credits in public and
private banks, determining the optimal size of banks to take advantage of economies
of scale, monitoring the central bank's compliance with Basel index standards and
monitoring the maintenance of banks' cash balances for the unforeseen demand of
the society.
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