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Abstract 
One of the main problems in the Iranian Banking industry is the lack of a 

comprehensive and local model for assessing financial strength of Iranian banks. So, 
the aim of this study is to develop a model to meet this problem. Bank financial 
strength deals with banks inherent safety and soundness. To design and develop the 
model, an initial conceptual model  was developed by extensive study of various 
dimensions, factors and indicators of assessing banks financial strength and extraction 
of widely used of them. Then, this conceptual model validated and localized at three 
steps. In the first step, the content validity of the model was tested by expert panel and 
some modifications were made in the model. In the second step, the construct validity 
of the model was tested based on opinions of expert panel formed of faculty members, 
managers and experts in the field of banking and related capital market financial 
analysts. Finally, in the third step, the reliability of the model was tested. The final 
model which is constructed from 4 dimensions, 8 factors and 51 indicators can be 
used as a local and novel model for assessing the financial strength of Iranian banks. 
The results show that the dimension of financial position with weight of 32 percent 
has the most contribution in reflecting Iranian banks  ̀financial strength. After that, the 
competitive position, the management position and the risk position with weights of 
26, 25 and 16 percent, respectively have next ranks.  
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. Banks Financial Strength (FRS)

. Basel Committee on Banking Supervision

. Barr & Siems

. Bank for International Settlements (BIS)

. Hammer, Kogan & Lejeune

. Morgan



. Moody’s

. Bank's intrinsic safety and soundness

. Capital Intelligence (CI)

. Bank's inherent financial strength, soundness and risk profile

. Standard and Poor’s (S&P)

. Fitch
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. Stand-alone

. Financial strength

. All-in

. Packer & Tarashev

. Standard and Poor’s (S&P)

. Moody’s

. Fitch

. Capital Intelligence (CI)



. Stand-alone Credit Profile (SACP)

. Banks Financial Strength Rating (BFSR)

. Viability Rating

. Bank's intrinsic safety and soundness

. External support

. Component-based

. Multi dimensional construct



. Latent model
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. Aggregate model

. Profile model
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. Nunnally

. Common variance

. Group variance

. Specific variance

. Random variance



. Reflective measurement model

. Composite measurement model

. Disturbance







. Poon, Firth & Fung

. Laruccia & Revoltella



ROE

ROE

. Pasiouras, Gaganis & Zopounidis

. Godlewski

. Belloti, Matousek & Stewart

.
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. Schwab

. Deductive approach

. Inductive approach
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. P-Value

. Root Mean Square Residual (RMSR)

. Goodness of Fit Index (GFI)

. Normed Fit Index (NFI)
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