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Study of the Relationship between Credit Diversification

Strategy and Banks’ Credit Risk and Return: Evidence

from Tehran Stock Exchange (TSE)
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5. Conclusion

Based on the fitted models, unlike the previous studies (Jahn et al., 2013) there is no statistically significant
relationship between credit portfolio diversification and credit risk. Furthermore, like the study by Acharya et al.
(2006), there is no statistically significant relationship between the use of diversification strategy in banks’ credit
portfolio, and their ROE and ROA. Rather, what affects ROE and ROA is the bank size (logarithm of total assets).
It is noteworthy that according to the model without effects and the relationship between credit portfolio
diversification and ROE, this result is the same for all the banks under study.
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