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Abstract

Purpose: The credit risk and non-performing loans of banks are among the most important problems of the banking
system in Iran. And according to available statistics, the average default of loans and non-performing loans of banks in
Iran is much higher than the global average. The main purpose of this study is to identify and analyze the basic and
important factors affecting credit risk in the Iranian banking system.

Methodology: For this purpose, first, using the method of guided interviews with twenty experts and credit risk
managers of the country's banking sector, who were selected by the snowball method, the most important factors
affecting credit risk were identified; then, these factors were returned to the experts for ranking in the form of a pairwise
comparison questionnaire, and finally, the important factors affecting this risk, along with their sub-factors were analyzed
using denp technique (the dematel based analytic network process).

Findings: The results of the research show that the macroeconomic factors are the most important factor as well as
instability in macroeconomic environment, failure to take timely and inappropriate actions with defaulters, poor and
inadequate credit monitoring, ordered loans, and lengthy and time-consuming judicial procedures are the most important
factors affecting risk credit in Iranian banking.

Originality/Value: The distinguishing feature of this study from other similar studies is the use of DANP technique to

investigate the relationships between factors and sub-factors.

Keywords: Credit risk, DANP method, Industry specific factors, Macroeconomic factors, Legal and judicial factors,
Bank specific factors.
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Table 1- Ranking spectrum in Denp Technique (Awang et al., 2019).
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Table 2- Factors affecting credit risk in Iranian banking.
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Table 3- Initial direct influence matrix.
TC C1 C2 C3 C4 C5 Ce C7T C8 (C9 Cl0 C11 C12 C13 C14 c15 c16
C1 000 139 133 189 100 066 038 283 305 105 105 133 033 0.16 0.72 2316
Cc2 038 0.00 273 283 055 266 105 0.16 016 205 005 127 244 011 111 238
C3 000 189 000 161 000 000 016 200 222 261 011 000 233 0.00 100 272
C4 011 300 249 0.00 011 066 1.00 083 216 238 205 133 172 1.00 000 261
C5 000 255 255 283 000 127 022 038 038 155 016 022 172 0.11 011 272
C6 000 105 172 100 011 000 022 011 116 222 127 027 094 0.77 0.00 238
C7 000 138 161 294 138 155 0.00 016 1.88 000 0.27 144 161 0.00 000 2.66
Cc8 000 083 277 188 155 155 172 0.00 233 227 055 011 094 005 144 294
C9 000 027 261 272 055 138 188 138 0.00 244 000 011 3.11 0.00 0.00 266
Cl10 000 155 161 327 061 205 0.00 000 0.00 000 0.05 138 183 0.00 050 3.05
Cll1 044 238 266 205 088 18 011 105 177 194 0.00 161 105 0.00 027 261
Cl12 000 155 133 127 016 100 0.16 005 161 094 0.22 0.00 0.05 000 050 2.83
C13 161 222 261 233 033 227 172 072 1.00 227 038 011 000 0.00 022 3.00
Cl4 144 200 022 144 022 161 111 205 205 105 111 038 322 0.00 033 3.33
Cl5 000 238 261 111 044 233 066 011 033 216 0.22 011 211 000 0.00 294
Cl6 000 111 353 283 005 066 050 138 072 100 0.00 0.05 333 000 011 0.00

(TC) Jolge sy Jol oLyl oo -F Jgir

Table 4- The total influence matrix of sub factors (TC).
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TC C1 Cc2 C3 C4 C5 C6 c7 C8 C9 Cl0 ci1  ci12 C13 Cl4 Ci15 C16

Ci1 0102 0.027 0.008 0.048 0.043 0.035 0.063 0.098 0.08 0.024 0.043 0.034 0.088 0.078 0.064 0.003
C2 0108 0.034 0.008 0.09 0.043 0.013 0.085 0.029 0.021 0.048 0.090 0.021 0.109 0.098 0.036 0.014
C3 0108 0.032 0003 0.091 0.010 0.010 0.094 0.072 0061 0018 0.027 0.008 0.078 0.041 0.072 0.005
C4 0119 0.011 0.027 0.087 0.046 0.058 0.097 0.078 0.040 0.039 0.048 0.013 0.051 0.118 0.106 0.009
C5 0109 0011 0.007 0.09 0.017 0.013 0.071 0.031 0.025 0.019 0.055 0.006 0.106 0.101 0.091 0.005
C6 0092 0007 0021 0053 0.016 0.037 0.078 0.044 0.016 0015 0.020 0.009 0.056 0.072 0.059 0.004
C7 0106 0.006 0.004 0.073 0.044 0.016 0.033 0.066 0020 0.012 0.059 0.039 0106 0.078 0.062 0.004
C8 0123 0.043 0.005 0.068 0.015 0.023 0.093 0.080 0.018 0.054 0.065 0.046 0.092 0.113 0.056 0.004
c9 0111 0.008 0.004 0.110 0.014 0.010 0.093 0.024 0.049 0.040 0.058 0.021 0.106 0.104 0.040 0.005
C10 0.113 0.018 0.004 0.076 0.043 0.011 0.031 0.020 0.014 0.011 0.080 0.020 0.111 0.076 0.067 0.004
Ci1 0.117 0.028 0.004 0.079 0.051 0.010 0.087 0.068 0.044 0.018 0.074 0.030 0.096 0.112 0.092 0.015
Cl12 009 0017 0.002 0.028 0.007 0.011 0.045 0.041 0.022 0012 0.039 0.009 0.057 0.059 0.056 0.002
C13 0123 0.015 0.005 0.042 0.017 0.020 0.091 0.051 0.037 0.054 0081 0018 0.102 0.108 0.087 0.043
Cl4 0136 0.018 0.004 0.121 0.024 0.038 0.077 0.088 0.069 0.045 0.072 0.017 0.08 0054 0.083 0.042
C15 0.115 0.008 0.004 0.099 0.014 0.014 0.085 0.029 0.018 0.028 0.081 0.017 0.067 0.102 0.087 0.005
Cl6 0.040 0.010 0.003 0.107 0.010 0.009 0.055 0.038 0.047 0.014 0.037 0.008 0.099 0.106 0.054 0.005
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Table 5- The total influence matrix of factors TD.
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Figure 1- The network relationship chart.
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Table 6- The values of intensity and effect.
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Figure 2- Chart of the values of effectiveness and influence of sub-factors.
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Figure 3- The network relationship chart related to sub-factors.
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Table 7- The unweighted supermatrix TC.

TC ¢C1 Cc2 C3 C4 C5 Cé c7 C8 C9 C10 c1u1 C12 C13 Cl4 C15 Cl6

Cl1 0032 0027 0233 0179 0.017 0.070 0.029 0.035 0.023 0.028 0.029 0.026 0.039 0.040 0.097 0.023
C2 0325 0448 0467 0367 0477 0421 0453 0266 0322 0431 0437 0463 045 0.609 0.242 0.441
C3 0644 0526 0300 0454 0507 0509 0518 0.699 0655 0541 0534 0511 0505 0351 0.661 0.536
C4 0627 0347 0391 0398 0486 0.440 0500 0470 0357 0492 0564 0571 0336 0594 0406 0.466
C5 0048 0.090 0.078 0.069 0.073 0.137 0.089 0094 0179 0.181 0.086 0.034 0.085 0.063 0.078 0.179
C6 0233 0418 0327 0319 0338 0341 0361 0258 0254 0271 0203 0295 0320 0.204 0.335 0.228
C7 0092 0.146 0204 0.214 0.102 0.082 0.050 0.178 0211 0.056 0.148 0.100 0.260 0.139 0.181 0.127
C8 029 0112 0234 0169 0178 0169 0116 0259 0.079 0.109 0.084 0.158 0126 0.248 0.108 0.263
C9 0240 0.180 0.297 0.235 0.328 0.261 0.169 0.127 0350 0.369 0.232 0.197 0.245 0.289 0.154 0.302
C10 0346 0535 0261 0421 0354 0334 0262 0488 0405 0.184 0410 0453 0304 0.380 0.446 0.194
C11 0055 0.087 0.128 0.094 0.086 0.039 0.09 0.053 0.100 0.090 0.191 0.086 0.181 0.042 0.067 0.107
Cl2 0064 008 0.080 0.080 0.054 0.197 0357 0.074 0.067 0248 0.084 0.107 0145 0.042 0.225 0.134
C13 0665 0438 0432 0227 0193 0346 0358 0472 0283 038 0306 0415 035 0389 0390 0.261
Ci4 0021 0016 0014 0.025 0.016 0.019 0.021 0017 0022 0021 0122 0.032 0110 0.012 0.031 0.041
C15 0065 0.035 0.065 0081 0121 0121 0.087 0.034 0179 0.034 0.038 0.051 0.046 0136 0.140 0.146
Cl6 0250 0511 0489 0.667 0.670 0.515 0534 0477 0516 0559 0.534 0503 0488 0.463 0.439 0.552
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Table 8- Final weights under factors.
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Table 9- Final weights of factors.
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