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Abstract

This study aims to design and simulate a system dynamic model to provide a dynamic model to
improve the financial performance of banks on the path to sustainable banking. The proposed model,
focusing on financial indicators (ROA, ROE, retained earnings, deposit attraction, and investment in
technology) and ESG principles, represents the interactions between financial, social, and environmental
variables in the period 2018 to 2024. Simulation of the model in the period 2025 to 2029 showed that
implementing sustainable policies such as financing advanced technologies, developing green facilities,
and increasing commitment to ESG principles improves banks' performance indicators. Sensitivity
analysis also confirmed the appropriate responsiveness of the indicators to policy stimuli. Research
innovations include explicit modeling of ESG indicators and designing multi-layer feedback loops. The
proposed model provides a strategic tool for formulating operational strategies and evaluating forward-
looking scenarios in the Iranian banking system.
Keywords: Sustainable banking, bank financial performance, return on assets, return on equity, carbon
emissions



