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The development of financial technology has transformed the banking industry and
created opportunities and challenges for financial institutions. Therefore, digital
banking services have increased and led to a significant increase in the demand for
these services among customers. This rapid transition towards digital banking has
changed the traditional banking model in Iran and caused a fundamental change in
the way financial services are provided. This article examines the impact of banking
financial technology on the financial stability of the Iranian banking industry using
panel data between 2007 and 2022. The empirical results show that there is a U-
shaped relationship between financial technology and the financial stability of the
banking industry; This means that financial technology first reduces the stability of
the banking industry and then with the expansion of technology in the banking
industry, banking stability increases. Therefore, measures to develop technical
infrastructure, strengthen supervision and apply appropriate laws and regulations,
determine detailed strategies and policies, and use security technologies can help
improve banking stability.
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Extended Abstract

Introduction The advancement of financial technology has revolutionized the banking industry globally,
presenting both opportunities and challenges for financial institutions. This swift transition towards digital finance has
reshaped the traditional banking model in Iran, triggering a fundamental shift in how financial services are delivered
and consumed. Against this backdrop, the primary aim of this study is to assess the impact of banking financial
technology on the stability of Iran's banking industry. As financial institutions in Iran navigate the complexities of
integrating digital solutions into their operations, understanding the implications of this transformation on banking
stability becomes paramount. By examining the relationship between financial technology adoption and banking
stability, this research aims to shed light on the evolving dynamics between technology and stability within the Iranian
banking sector.

Method To explore the intricate relationship between financial technology and banking stability, this study employs
a panel data analysis approach spanning a timeframe from the years 2007 to 2022. By leveraging empirical techniques
and statistical modeling, the research seeks to uncover crucial insights into how the adoption of financial technology
influences the overall stability of the banking industry in Iran. Through a rigorous examination of historical data, the
methodology aims to provide a comprehensive understanding of the evolving landscape shaped by the convergence of
banking and technology.

Results

The empirical analysis conducted in this study reveals a nuanced relationship between financial technology adoption
and the stability of Iran's banking industry. A noteworthy finding from the research is the identification of a U-shaped
relationship, suggesting a complex trajectory in which financial technology impacts banking stability. Initially, the
introduction of financial technology into banking operations may contribute to a temporary decrease in stability as
institutions adjust to the disruptive nature of digital innovations. However, as financial technology becomes more
deeply ingrained in the fabric of the banking sector, the research indicates a reversal in this trend, leading to an eventual
increase in banking stability. This U-shaped relationship underscores the transformative potential of financial
technology in reshaping the stability dynamics of the banking industry in Iran over time. It highlights the importance
of recognizing the temporary destabilizing effects of technological disruptions while acknowledging the long-term
benefits that can be derived from the strategic integration of digital solutions.

Conclusion

In conclusion, the findings of this study underscore the critical role that robust technical infrastructure, effective
regulatory oversight, and strategic policy frameworks play in ensuring the stability of Iran's banking industry amidst
the rising tide of financial technology adoption. As banks navigate the evolving landscape of digital finance, it becomes
imperative to implement tailored strategies that support the seamless integration of technology while safeguarding the
stability and resilience of the financial system. By proactively addressing the challenges posed by the digital
transformation of banking services, Iranian financial institutions can leverage the power of financial technology to
drive innovation, enhance efficiency, and ultimately strengthen banking stability in the long run. Through a coordinated
approach that focuses on enhancing cybersecurity measures, fostering regulatory compliance, and promoting
innovation, the banking industry in Iran can harness the potential of financial technology as a catalyst for sustainable
growth and resilience in an increasingly digital era.
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