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Abstract

Financial stability and capital adequacy play a crucial role in shaping banks’
intermediation capacity to mobilize and efficiently allocate resources for investment in
infrastructural projects. Understanding the determinants of financial stability and
capital adequacy is essential for assessing the resilience of the banking sector. One key
factor that may influence these indicators is corporate sustainability, as sustainable
management practices can affect a firm’s financial performance by reducing costs,
enhancing reputation, and creating competitive advantages. Given the limited
theoretical and empirical evidence in Iran, the present study aims to examine the
impact of corporate sustainability management on the financial stability and capital
adequacy of banks listed on the Tehran Stock Exchange and Iran Fara Bourse,
emphasizing the moderating role of institutional ownership. To achieve the research
objectives, data related to 20 banks during the period 2012-2022 were collected from
financial statements and other disclosures available on the CODAL system. The
hypotheses were tested using multivariate regression techniques in EViews. The
findings indicate that banks’ engagement in sustainability-enhancing activities
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significantly strengthens their financial stability and reduces risk by improving their
capital adequacy ratios. Additionally, the results show that institutional ownership
positively and significantly reinforces the effect of corporate sustainability
management on financial stability and capital adequacy.

Keywords: Corporate Sustainability, Financial Stability, Capital Adequacy,
Institutional Ownership
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