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1- INTRODUCTION
When the vulnerability and fragility of the banking system increases,
banks design different instruments and offer different rates according to
their situation, and this leads to the divergence of interest rates. In this
regard, the position of CEOs, who are considered as the main planners of a
company's long-term strategies, is considered a source of power in corporate
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decision-making. The role of the CEO's power in taking advantage of the
comprehensive capacity of the banking system is doubled in the position of
managing monetary resources, and the CEO's power in the direction of
efficient management leads to the optimal allocation of resources, reducing
the divergence of interest rates and directing liquidity to productive
economic sectors and providing modern banking services.

This research has examined macroeconomic factors (interest rate) at
the company level. In addition, in domestic and international studies, less
attention has been paid in the field of banking system fragility, interest rate
divergence and CEO power. Also, it has been tried to include all indicators
related to variables in this research. On the other hand, banks and financial
institutions are usually excluded from the statistical community of
accounting studies due to their own accounting rules and standards. This
research has examined this part of the statistical community that has a great
impact on the economy and financial markets.

2- THEORETICAL FRAMEWORK

Looking at the structure of the banks' balance sheets, it can be argued
that the problems of the banks are either related to the deterioration of their
asset quality on the assets side of the balance sheet, or to bank raids on the
liabilities side of the balance sheet, or to both sides. These features,
especially following negative macroeconomic shocks, make the banking
system vulnerable. The increase in the bank fragility leads to a decrease in
the investors' trust in banks, and banks offer different rates to attract more
resources, and this leads to rate divergence. On the other hand, according to
the organization theory, powerful managers are able to create value by
making quick decisions and reacting appropriately to market changes, so the
power of the CEO can apply control mechanisms when banks are vulnerable
in a way that reduces different interest rates and their divergence.

3- METHODOLOGY
To collect data, the reports of the board of directors of banks and
credit institutions on the website of Tehran Stock Exchange Company and
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their financial statements were used with the help of Tadbirpardaz software.
The statistical population of this research includes 30 banks and credit
institutions admitted to the Tehran Stock Exchange annually in the period of
2016-2020.

4- RESULTS & DISCUSSION

Based on the results of the first model, the fragility intensity
coefficient of the banking system has a significant positive effect on the
interest rate divergence. In the second model, the coefficient of fragility of
the banking system on interest rate divergence decreased when the
moderating variable of CEO power was added. In the third model, when the
moderating variable of the CEO's power and the interaction effect of the
CEQ's power on the fragility of the banking system were added, the severity
of the fragility of the banking system on the interest rate divergence
decreased.

5- CONCLUSIONS & SUGGESTIONS

The research results indicate that the CEO's power reduces the effect
of bank fragility on interest rate divergence. Since the power of the CEO
increases the efficiency of the organization, the decisions and policies of the
CEO in critical periods of operations can have a significant impact on
reducing the crisis and vulnerability of banks. And the CEO's goals are
aligned with the organization's goals. Finally, by reducing the fragility of the
banking system and the convergence of interest rates in the financial system,
it will be a great help to the production sector to attract financial resources at
lower rates and use them in the production process. to the banking system in
such a way that there is a balance between the growth of their assets and
liabilities.

Keywords: Interest Rate Divergence, Bank Fragility, CEO Power.
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