[ Downloaded from c4i2016.khu.ac.ir on 2024-10-26 |

Print ISSN: 2228 - 6454
Online ISSN: 2538 - 4163

Journal of Economic Modeling Research

Homepage: https:/jemr.khu.ac.ir/

Real Interest Rate and Convergence of Banks' Efficiency in

Parvaneh Salatin'”

Iran’s Provinces

| Maryam Khodaverdi Samani?'*' | Rasol Hashemi?®

1. Assistant Professor, Department of Economics, Islamic Azad University, Firoozkooh, Iran.
Corresponding Author. E-mail: Par_salatin@yahoo.com (0000-0002-7584-3462)

2. Ph.D. Student of Economics, Department of Economics and Accounting, Lorestan University,
Lorestan, Iran. E-mail: samanimaryam74@yahoo.com (0000-0003-1175-5037)

3. MSC, Firoozkooh Branch, Islamic Azad University, Firoozkooh, Iran.
E-mail: rasol.hashemi26@gmail.com (0009-0008-2776-7443)

Article Info

ABSTRACT

Article type:
Research Article

Article history:
Received:
09 Dec. 2023

Received in revised form:

08 Feb. 2024

Accepted:
01 Oct. 2024

Keywords:
Convergence

Interest Rate

banks

Spatial Econometrics.

JEL:
G21, C21,
E31, E43.

The interest rate is one of the most important and efficient tools in the
field of policymaking and capital formation in macroeconomics and
which is effective on investment and the real part of the economy and
plays a key role in policy making, stability and economic growth. In this
regard, the main goal of this study is to investigate the effectiveness of
the real interest rate in the convergence of efficiency of banks in the
provinces of Iran. In this study,beta convergence has been used to
investigate the effectiveness of real interest rate in the convergence of
efficiency of banks in the provinces. Beta convergence occurs when poor
provinces grow faster than rich provinces. Also, in this study, spatial
econometrics has been used to examine the effectiveness of banks'
performance in the economic convergence of provinces, in order to
investigate whether spillover or neighborhood effects contribute to the
creation or reduction of inequality between provinces. The results show
that the real interest rate has a positive and significant effect on the
efficiency of banks in the provinces in the period of 1390-1400. The
absolute speed of convergence is 0.211 and in the conditional models it
is 0.222 and 0.228, which shows that in the conditional mode, the speed
of convergence of the provinces has been higher and with the
introduction of the real interest rate, the speed of convergence has also
increased. Also, human capital and Information and Communications
Technology have a negative and significant effect and economic growth
has a positive and significant effect on the convergence of efficiency of
banks in the provinces. Thus, in the case of conditional convergence,
2.11% in the case of absolute convergence and 2.22% and 2.28% of the
economic gap of the provinces will be fixed annually. The direct and
indirect effect of the real interest rate on the efficiency of banks is also
positive; That is, with the increase of the real interest rate, not only the
efficiency convergence of the banks in that province has improved, but
on average, its spillover effects have led to the improvement of the
efficiency convergence of the banks in the neighboring provinces as
well.
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