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ABSTRACT

A developed and efficient financial system is a key driver of economic development in any country.
Without banks, the financial system cannot fulfill its role in promoting economic growth. However, since
banks cannot exist without deposits, identifying the factors that influence them is of great importance.
Accordingly, this study aims to investigate the determinants of bank deposits in Iran using the
Autoregressive Distributed Lag method for the period 1370-1401. The results indicate that in the short
run, the current unemployment rate and the Gini coefficient have a significant impact on the volume of
bank deposits; specifically, a one percent increase in the unemployment rate and the Gini coefficient
leads to a 0.46% decrease and a 1.6% increase in deposit volume, respectively. Furthermore, inflation
and population variables do not show a significant effect in the short run. In the long run, however,
inflation, population, and the Gini coefficient have a positive and significant impact on bank deposits,
such that a one percent increase in the Gini coefficient and the inflation rate results in a 4.6% and 0.53%
increase in deposits, respectively. Meanwhile, the unemployment rate has no significant effect on bank

deposits in the long run.
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1. Introduction

Banks play a key role in improving economic efficiency by

A developed and efficient financial system is a key factor
in the economic development of countries. The financial
system in any economy is dominated by the banking sector,
because without banks, the financial system cannot support
economic development. However, banks cannot exist
without deposits. The banking sector is the main pillar of
any country's economy, and deposit mobilization is the most
important function of commercial banks, as their successful
performance depends on the amount of funds mobilized.
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directing funds from units with surplus resources to units
with better productive investment opportunities. Deposit
growth is considered an important source of working
capital. Low deposit growth rates in banks lead to the
inability of the bank to extend credit and the inability to
cover operating costs and repay debts. Factors affecting
bank deposits are divided into two groups: macroeconomic
factors (external factors) and bank-specific factors (internal
factors). External factors are factors that are not controlled
by the bank's management, and internal factors are factors
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that are controlled by the bank. Macroeconomic factors
include: inflation, real interest rates, population growth, per
capita income, economic growth, consumer price index,
money supply, etc. Banking-specific factors include:
liquidity, profitability, number of bank branches, bank size,
reserves, asset quality, etc. Thus, the aim of this study is to
investigate the determinants of bank deposits in Iran, using
the Autoregressive Distributed Lag Method during the
period 1370-1401.
2. Methodology

In the present study, the autoregressive distributed lag
method is used to examine and estimate the relationships
between variables. In the ARDL model, the variables in the
model can be either I(0) or I(1). In the case of small samples,
this method has high explanatory power. Also, this method
estimates the long-run and short-run relationships between
the dependent variable and other explanatory variables of
the model simultaneously. Also, the secondary data used in
the research was obtained from the Central Bank and the
Ministry of Economic Affairs and Finance during the period
1370-1401, and EViews software was used in data analysis.
3. Findings

The results of the model estimation in the form of
Autoregressive Distributed Lag method show that:
a) In the short run, the variables of unemployment rate and
Gini coefficient of the current period have a significant
effect on the volume of bank deposits, so that with a one
percent increase in the unemployment rate, the volume of
bank deposits decreases by about 0.46 percent and with a
one percent increase in the Gini coefficient the volume of

bank deposits increases by about 1.6 percent. In addition,
the variables of inflation rate and population do not have a
significant effect on the volume of bank deposits. b) In the
long run, the variables of inflation rate, population and Gini
coefficient have a positive and significant effect on the
volume of bank deposits, so that with a one percent increase
in the variables of Gini coefficient and inflation rate, bank
deposits increase by about 4.6 and 0.53 percent,
respectively. In addition, the variable of unemployment rate
does not have a significant effect on bank deposits.
Furthermore, the long-term adjustment process takes about
3 years.
4. Conclusion and Implication

Deposit mobilization is one of the key activities of banks,
which is essential for their survival. Therefore, it is
important to identify the factors affecting it. Accordingly,
this study has examined the determinants of bank deposits
in Iran. Finally, considering that, based on the research
findings, there is a direct relationship between the Gini
coefficient variables and bank deposits, such that with
increasing income inequality, the volume of bank deposits
increases; it is suggested that in order to establish balance
and prevent a decrease in bank deposits, support for low-
income groups through welfare payments (subsidies) and
wage improvements be considered.
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Figure (1): Volume of Demand and Non-demand Deposits in Iran
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Table (1): Descriptive Statistics
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Table (4): Short-run estimation
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0.2050 1.3975 0.3497 LBD (-3)
0.0819 2.0305 0.4189 LBD (-4)
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R-squared 0/99 F-statistic 5647/46
Adjusted R- 0/99 Provb(_F— 0/0000
squared statistic)

oo Slaslo e
Source: Research Findings

oo Wil alayly cposs H-0

ol oS oo ool sl )S ygesl 5l aeaily uess 5l LS
O Doeails Lulgy 392y s sl a5 Sl SBgy (9]
O ‘Siunhﬂ o~ L:]dsw‘sa Er 9 09“:‘54 oolaiuwl wa
@) Jgaz 0 Jols zuli (bl cpl ol o)ls 5929 b e
RV PR WL

Bounds O’A}T (0) Jgo
Table (5): Bounds Test

Iy 3l ygms S 45 Wils Lis (VAVE) Wiangd 5,265 sl OIS (ygms 5 ko c0dinS yite a5 5,8
2l Bl gloy gy b ls5 o0
2. Pitfalls

Yyv

o STanS el Bl potelas gilo e 5 (S OBl
@ e Wl (oxly aly) sol>) wil Lkl Slejes
S 5wy ady) d9zg il gly ogd OIS e S
Gsbaie oy 0ged oslitul g3l paiz 3l Olgos (Slejs
@l (V) Jgar 50 4l peass Jo- oo gejl 5l Jol> gl

Bl prass g (Koo 303 (T) Jgor
Table (2): Augmented Dickey-Fuller (ADF) Test
Slornsgs Jls! t o)Ll i
S, |M S ee b 0.0238 -3.9162 = BD
Tocse S e b 0.0409 -3.0539 = GC
TM oo b 0.0001 -5.6023 D (LUR)*
TM e b 0.0006 -4.7616 LPOP*
Al 2o, 0 g) sl s jo (g loline Kby o 4w ar cuibol

ook sl 4l e
Source: Research Findings

LPOP 4 LBD LGC (sls ke e o ali>dle a5 4355 lon
plo sl I ¢ plp byl Sl mhaw 13 5 009 Lle zhans o
ble s o5 s Ule (5,8 Jolis b S b 5 Lo i
Sy aalgs 1 (V) lag]
antid g (y305] ¥-0

CoiS Sl San 45 0,08 3929 g0k bgall TNISEw
@l & e > b 358 55U gl 5| Jol> (slags S azeets
b e (sl 1o oS T 51 (B 09 oS BB
Do (Sieat 355 5 by Slaonli 5 4L W oo
Jol> @l (bl (nl 2 (Ve oV 9898 5 ki) 08 g >
Lol oo BLI(Y) Jgoz o

earRES 6L&7Q5A}| (V) J?"?
Table (3): Diagnostic Tests

Jlzs o L Ose;]

0.2862 1.6234 LM Sieonsgs

03273 0.9984 bl Sl

0.3910 1.8778 oo Jboy
0.42 0.7491-0.8655 RESET o5 g8

G5y Sl ixie

Source: Research Findings
Sl 3 le] (5 loline poe araz gl el co ala>do 45 4 Lo
BT 3ol eizmon sl Jlos wiloy S3bo (55l 55 s
Slony Sdlozr (Srotogs 5 il )ly Sloal JSio L F
S g2 031 5 F sloo ol (bl Sl (pads o 525,
Ll przo

Qitae (VAYE) Jg 818 925 ( aewslaidl Slasl 1o Q3 gams 5 £9:550 9550 58 SYob Fu )b el )
Colex oagdie (pl 3l 55 (VA0F) Ggam ol a28,000s 5l 5 00iad (sl yiite (el QOIS g 5, a5 0y
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Figure (2): Parameter Stability Test
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Table (6): Long-run estimation
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Table (7): Error Correction Model (ECM) estimation
t o)LoT 2

Jls!

T o e
0.4474 0.8048 0.1041 D (LBD (-1))
0.0003 -6.5101 -0.7686 D (LBD (-2))
0.0211 -2.9607 -0.4189 D (LBD (-3))
0.0004 6.3176 1.5805 D (LGC)
0.0054 -3.9673 -1.0569 D (LGC (-1))
0.1286 -1.7227 -0.4943 D (LGC (-2))
0.0721 2.1163 0.0325 D (LINF)
0.0007 -5.7863 -0.1377 D (LINF (-1))
0.0063 -3.8471 -0.0832 D (LINF (-2))
0.0014 -5.0017 -0.1324 D (LINF (-3))
0.0136 -3.2722 -7.9088 D (LPOP)
0.0004 -6.2289 -0.4641 D (LUR)
1. ECM

2. structural break
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