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Abstract- Macroeconomic conditions and interventions of government and central bank in economy together with business 
cycles can stimulate profitability of banks. Therefore, according to the highlighted role of banks in national economy, 
evaluation of their performance can be of great significance. Profitability is one of the factors contributing to the 
performance of banks. In these circumstances, estimation of an appropriate economic model which uses previous 
information helps a better understanding from the relationship between macroeconomic variables and profitability of banks. 
Hence, in this paper, using macroeconomic variables, profitability of Iranian banks has been explored. This is an applied 
research and method used in it is descriptive statistics including dispersion and central index and inferential statistics 
including univariate linear regression and Pearson correlation test. Statistical population of the research is comprised of nine 
banks which are in Tehran Stock Market during 2009-13 and data corresponding to financial reports of banks and central 
bank as well as exchange market organization are collected and analyzed. Results obtained from data which investigate the 
effect of macroeconomic variables on the profitability of banking industry in Iran through one main and four secondary 
hypotheses reveal that overall index of shares price (TEPIX) and GDP have significant relationship with profitability and 
predictability of banking industry. However, unemployment rate and index of shares prices in Tehran Stock Market have no 
significant relationship with profitability and predictability of banking industry. According to results of the research, it is 
suggested that economic policy making systems can act for stable decision making on monetary and capital market field for 
the sake of achieving profitability increase, private investment and employment and accordingly, economic growth and 
development and underlie for maintaining banks and investors interests and support them through appropriate management 
of economic shocks.. 
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I. INTRODUCTION 
 
Strategic plans of national development such as 1404 
(2025) overview, economic development plan, 5th 
sociocultural plan, implementation of general policies 
of article 44 of constitutional law, plan of economic 
revolution of government and its emphasis on the 
revolution of banking industry, submission of banks 
into private sector, increasing competition among 
banks, necessity of development of modern banking 
and expectation of customers from banks for 
providing appropriate services made new and serious 
challenges for commercial banks of the country. One 
of the main challenges of the banks is to shift 
paradigms from traditional banking based on service 
providing for people toward modern banking with 
performance indices of profitability and competition 
so that bank is considered as an economic institution 
which attempts to gain market share through gaining 
customer satisfaction (Agha Zadeh, 2009). Therefore, 
it is expected that fluctuations in macroeconomic 
variables regardless of their origin affect the 
profitability of commercial banks. In this paper, by a 
business view toward commercial banks of the 
country as economic institutions, their profitability is 
emphasized. 
 
1.1. Literature and theoretical basis of 
macroeconomics and macroeconomic variables 
Macroeconomic variables such as unemployment 
rate, price, production, income and profit indices  

 
constitute the macroeconomics in which they explain 
the economic status of the target institution in Marco-
level. In general, macroeconomics is the set of 
theories which analyze the economic phenomena in 
cumulative values level according to variables and 
studies the overall behaviors and economic reaction 
as well as business cycles and changes made in 
product and services, capital and monetary market. 
Macroeconomics has an extensive domain including 
investment, production, income, interest rates, profit, 
expenditures and debts of governments, deficiencies 
and foreign commerce theories and in general, 
includes the set of monetary and financial policies 
and economic growth and even prediction of their 
changes in the future (Bahadori, 2011). 
 
1.2. Objectives of macroeconomics 
Although there have been main differences between 
objectives of macroeconomics in the past and today 
with respect to policy making and intervention of 
governments in economic affairs, their generality 
remained relatively the same in the society. The most 
important objectives of the macroeconomics pertain 
to achieving or approaching following issues: 
1. Complete employment: a condition in which 

unintended unemployment is not present for 
human force or it is in a minimum and acceptable 
rate. 

2.  Stability of prices: it means that economic 
policy makers use their policies and decisions to 
act toward preventing prices (including that of 
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products, services, production and so on) 
fluctuations. 

3.  Fair distribution of income within society: 
access of all people of the society to utilities with 
no discrimination or differentiation so that gaps 
between income levels of the population 
becomes filled or its increase is prevented. 

4.  Continuous economic growth and development: 
this is the ultimate and spiritual goal of all global 
economies (Bahadori, 2011). 

In summary, macroeconomics is the study and 
analysis of phenomena and investigation of the 
relationship between predictions and taking 
appropriate policies for the future and modification of 
policies and major economic decisions of the target 
institution. Therefore, by understanding and 
application of macroeconomics, we expect that on 
one hand, appropriate and necessary predictions can 
be taken for the economy of the target institution and 
on the other hand, previous policies would be revised 
continuously so that the status of the general 
economic variables can be improved an, economic 
growth would be achieved and unemployment and 
inflation would be controlled (Bahadori, 2011). In 
this paper, we utilized the components of the 
macroeconomics for explanation of the profitability 
of the target institution for appropriate policy making 
and in what follows, we explain the banking industry 
which is one of the fundamental cornerstones of the 
economic system of all countries. 
 
1.3. Banking industry in the world 
Initiation of banking industry in the world was by 
exchangers who facilitated the exchange of products 
through determination of the price of precious metals 
and by making trust with people an issuance of 
accruals, could be depositary of their commercial 
properties. Term “bank” is a world taken from 
Deutsch word “bnk” meaning a type of company. 
Anyway, today’s exchange institutions evolved with 
the same name and method and became active 
institutions so that by making trust with people and 
meeting moral, honesty and rectitude, could become 
the center of monetary and credit activities and the 
founders of the modern banks. From the 
establishment, banking is divided into following 
periods: 
1. Old banking 
2. Medieval banking (5th – 15th century) 
3. Modern banking (15th century onwards) 
 
1.4. Importance of evaluation of banks performance 
Financial and banking world is evolving with an 
unbelievable speed. Regional, national and 
international banks compete with each other for 
providing banking resources and providing various 
services for customers either depositors or debtors. 
While managers intend to determine the outcomes of 
the decisions of previous managers, concentration of 
policy makers is on health and security of the banking 

system and besides maintaining public trust on banks 
status; they monitor the banks experiencing serious 
inconveniences. Without continuous monitoring of 
banks status, problems can be neglected and lead to 
financial bankruptcy. 
On the other hand, since depositors are not allowed to 
have constant return and nominal value of their 
deposits is not secured, they desire determination of 
the status of their banks. Analysis of incomes made 
the evaluation of the performance of a financial 
institution and illustrated the competition capacity of 
the organization as well as the effect of major 
financial policies on financial institutions. Analysis of 
the performance of banks and financial institutions 
follows a certain framework completely different 
from companies and profit institutions. Despite of 
little attention to the such important topic in policy 
making and making strategies of banks in Iran due to 
the public banking system and low risk of 
bankruptcy, after the 3rd plan of development and 
initiation of private banks and intensification of 
competition in this field and since private banks 
consider themselves free not to take part in less 
profitable activities and opportunities, it is necessary 
that public banks making themselves ready to face 
challenges through every moment evaluation of the 
activities and performances as well as recognition of 
their strengths and weaknesses. 
 
Advances in communication technologies, made 
access of banks to each other and being aware of their 
conditions simple and even faster and led to 
awareness of people from banks performance as a 
substantial axis of the evaluation of the status of 
banks. That communication entails the understanding 
of banks from each other’s capabilities and 
familiarity with each other’s performance and 
assessment. Such ability in the context of evaluation 
of financial performance of banks is one of the main 
characteristics of extension and development of 
communication between banks. Therefore, criteria for 
evaluation of the efficiency of banks is already 
unified and global so that both people and banking 
experts can investigate the financial reports of banks 
and decide over making financial relationships with 
them. In this way, banks require exchange of banking 
information for utilization of financial resources of 
capital market so that by means of these unified and 
global criteria they can serve using correct and clear 
information about financial markets and minimize 
risk and expenditure of their resources and maximize 
the return of their facilities and investments through 
their utilities, capabilities and efficiencies. 
 
1.5. Research hypotheses 
Main hypothesis: there is a significant relationship 
between explanatory power of macroeconomic 
variables and prediction of the profit in banking 
industry. 
Hypotheses derived from main hypothesis: 
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1. There is a significant relationship between 
TEPIX and prediction of profit in banking 
industry. 

2. There is a significant relationship between 
changes in the shares price in exchange market 
and prediction of profit in banking industry. 

3. There is a significant relationship between 
changes in the unemployment rate and prediction 
of profit in banking industry. 

4. There is a significant relationship between GDP 
and prediction of profit in banking industry. 

 
II. RESEARCH METHODOLOGY 
 
To analyze data and hypotheses statistically, current 
research uses two statistical methods: 
a) Descriptive statistics using central indices 
such as mean, mode and crouch, dispersion indices 
such as standard deviation, range, variance and 
distribution indices including skeins and deviations 
for describing variables and the type of distribution of 
data 
b) Inferential statistics in two parts: 
1. Correlation test: normality of distribution of 
statistical population (Kolmogorov – Smirnov test), 
test of lack of self-correlation of data (Durbin - 
Watson) 
2. Main tests: univariate linear regression and 
Pearson correlation test 
To analyze the relationship between variables, 
regression (correlation) test is used. To test the 
research hypotheses, linear regression and to test the 
significance of correlation between research 
variables, P-value test, Pearson correlation test is 
used. 
 
2.1. Statistical population 
To collect data, various centers such as library and 
website of the central bank of the Islamic Republic of 
Iran are used. Statistical population of the work is 
composed of commercial banks which are active in 
Tehran Stock Market and aforesaid variables are the 
most important variable of the World Bank as well 
derived annually during 2009-2013. 
 
III. RESULTS AND DISCUSSION 
 
3.1. Descriptive findings 
In descriptive statistics, using tables as well as central 
indices and dispersion indices, variables are generally 
described. In what follows, table of descriptive 
statistics of all variables is presented. 
 

Table 1: Descriptive statistics data 

 

3.2. Kolmogorov – Smirnov test for variables 
Table 2: normal Kolmogorov – Smirnov test 

 
As can be seen, level of significance of the 
Kolmogorov – Smirnov test for variables is higher 
than 0.05 and it can be concluded that null hypothesis 
of research is not rejected. In other words, research 
variables are normal. 
 
3.3. Test of research hypothesis 

Table 3: Test hypotheses 

 
Table 4: Test hypotheses 

 
 

3.4. Analysis of the 1st hypothesis 
According to table 3, since the P-value is less than 
0.05, the hypothesis stating that “there is a significant 
relationship between changes in index of overall price 
and prediction of profit in banking industry” is 
approved in 95% confidence level. Moreover, the 
value of the determination factor in study period is 
0.77; that is, 77% of the changes in profit prediction 
is the result of the predictor variable; overall index of 
price in model. One of the conditions of using 
regression is the independence of residuals. Since the 
value obtained from Durbin – Watson test id 
1.5<1.57<2.5, residuals of the model are independent 
and according to table, four variables of the 
investigated hypothesis in regression model of the 
hypothesis show the significance in regression test. 
Final model is estimated as follows: 
Profitability of banking industry= changes of overall 
price index×1.8465 
 
3.5. Analysis of the 2nd hypothesis 
 according to table 3, since the P-value is higher than 
0.05, the hypothesis stating that “there is no 
significant relationship between changes in index of 
overall price and prediction of profit in banking 
industry” is approved in 95% confidence level. 
Moreover, the value of the determination factor in 
study period is 0.04; that is, only 4% of the changes 
in profit prediction are the result of the predictor 
variable; overall index of shares price in market. 
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3.6. Analysis of the 3rd hypothesis 
According to table 3, since the P-value is higher than 
0.05, the hypothesis stating that “there is no 
significant relationship between changes 
unemployment rate and prediction of profit in 
banking industry” is approved in 95% confidence 
level. Moreover, the value of the determination factor 
in study period is 0.08; that is, only 8% of the 
changes in profit prediction are the result of the 
predictor variable; changes in unemployment rate. 
 
3.7. Analysis of the 4th hypothesis  
According to table 3, since the P-value is less than 
0.05, the hypothesis stating that “there is a significant 
relationship between changes in GDP and prediction 
of profit in banking industry” is approved in 95% 
confidence level. Moreover, the value of the 
determination factor in study period is 0.95; that is, 
95% of the changes in profit prediction is the result of 
the predictor variable; changes in GDP. One of the 
conditions of using regression is the independence of 
residuals. Since the value obtained from Durbin – 
Watson test id 1.5<1.57<2.5, residuals of the model 
are independent and according to table, four variables 
of the investigated hypothesis in regression model of 
the hypothesis show the significance in regression 
test. Final model is estimated as follows: 
Profitability of banking industry= changes of 
GDP×1.724 
 
CONCLUSION 
 
As a result of dynamic world of today and rapid 
changes in innovations and inventions, a country can 
claim that it has a healthy and safe economy which 
relies upon an efficient financial sector and capital 
market. Currently, in developed countries, financial 
and real sectors have a significant relationship with 
each other and specifically; a part of financial 
activities which equips the resources and their 
direction toward investment plans is of considerable 
contribution to the development of real sector. 
Achieving long-term and continuous growth demands 
equipment and optimal allocation of resources in 
national economy level and this goal is not achieved 
without the help of financial markets. Since 
developing countries like Iran, are of high level of 
uncertainty in macroeconomic variables and on the 
other hand, their fluctuations make an unsecure 
environment for investment decision making, all 
economic factors must be taken into account for 
determination of profitability of banks including 
priding of shares in exchange market, determination 
of unemployment rate, price index and GDP so that 

resources can be directed toward suitably investing 
and increasing productivity. 
Furthermore, according to research results, it is 
recommended that economic policy making 
organizations act to substantiate the increase in 
private investment and consequently, economic 
growth and development to establish a stable decision 
making system in the field of capital and money 
market and through appropriate and on time 
management of economic and inflation shocks, they 
can benefit investors and underlie their support. 
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