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Abstract

Today, economists believe that a stable financial system is a prerequisite for sustainable
economic growth, and the prerequisite for the stability of the financial system is the
adjustment and regulation of the banking system by reducing the probability of bank
bankruptcy, and in other words, improving the financial stability of the banking system.
Financial stability in the banking system is one of the main features for successful world
economies. Financial institutions, especially the banking system, play an irreplaceable and
pivotal role in the economic system; From the point of view that their performance on the
one hand can provide the grounds for economic growth and development and on the other
hand the conditions of disorder and collapse of an economic system. In this regard, the
purpose of this research is to consider the effect of liquidity risk and credit risk on the stability
of public and private banks and provide a suitable model. The final sample of the research
was taken as a census equal to the accepted banks in the Tehran Stock Exchange. Research
questions were investigated using regression tests with panel data. The results of research
questions showed that there is an inverse relationship between liquidity risk and the index of
financial health and stability of banks. There is an inverse relationship between credit risk
and banks' financial health and stability index. Credit risk, government debt, inflation rate
and interest rate have a direct impact on banks' liquidity risk.

Keywords: liquidity risk, credit risk, bank stability, government debt, inflation rate, interest
rate
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