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Abstract

Objective: The Financial Crisis of 2007-2009 has created a renewed interest in systemic risk. The systemic
risk is the result of a systemic relationship among financial institutions (Banks, Brokers, and Insurers).
Recognition of systemic relationships among financial sub-systems of each country is an indispensable necessity
for the purpose of preventing systematic failure.

Method: The present study seeks to assess the relationship among the financial sub-systems in Iran, including
banks, investment, and insurance companies during 2011-2017, using the Principal Components Analysis
method. Then, the causal relationship between them is explained, applying the nonlinear Granger method.
Results: According to the results, banking and insurance sectors have the highest and lowest systemic risk,
respectively. It is also found that the systemic relationship alters from one financial institution to another over
time. The results of this study can be useful for both regulatory bodies in order to optimize the regulation of the
financial system and, on the other hand, for investors to effectively manage the portfolio risk.

Keywords: Financial institutions, Nonlinear granger causality, Principal components analysis, Systemic risk.
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