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Abstract:

This study aims to analyze the effects of changes in International Financial Reporting Standards (IFRS), particularly IFRS 9, IFRS
15, and IFRS 16, on the balance sheet structure and liquidity ratios of Iranian banks during the IFRS adoption period. The
research is applied in nature and employs an ex post facto design. The statistical population consisted of all banks listed on
the Tehran Stock Exchange between 2013 and 2023. Fifteen banks with audited and IFRS-compliant financial statements were
purposively selected. Data were collected from official financial reports and the Securities and Exchange Organization
database. Dependent variables included balance sheet structure and liquidity ratios (current, quick, and cash ratios), while
IFRS adoption served as the independent variable. Panel data regression models were estimated using the Limer and
Hausman tests through EViews and Stata software. The results indicated that IFRS adoption had a positive and significant
effect on both the balance sheet structure and liquidity indicators of banks. The estimated coefficients for IFRS were positive
and significant across all models (ranging from 0.047 to 0.108, with p-values < 0.05). IFRS implementation led to an increase
in equity proportion, improvements in current and quick ratios, and higher levels of cash holdings. The R? values ranged
between 0.52 and 0.61, reflecting strong explanatory power for the models. The adoption of IFRS standards in the Iranian
banking system has enhanced financial transparency, strengthened balance sheet structures, and improved liquidity
positions. These findings underscore the necessity of full IFRS alignment for ensuring financial stability and investor
confidence.
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Extended Abstract

Introduction

In the last two decades, the adoption of International Financial Reporting Standards (IFRS) has represented one of the
most transformative steps in global accounting practices, particularly in the banking sector. IFRS aims to enhance
transparency, comparability, and reliability of financial information across borders (Al-Hawatmeh et al., 2025). For banks,
which deal with complex financial instruments, derivatives, long-term leases, and multi-phase revenue contracts, the
implementation of IFRS has profound implications for balance sheet structure, liquidity ratios, and overall financial
performance (Goncharov et al., 2025).

The transition to IFRS 9, which replaced the incurred loss model with the expected credit loss (ECL) approach,
fundamentally changed the way banks recognize credit impairments and measure risk. This shift required financial institutions
to estimate credit losses prospectively rather than retrospectively, leading to more conservative provisioning and greater
recognition of credit risk (Idris et al., 2025). Empirical evidence across various jurisdictions indicates that while IFRS 9
increased short-term earnings volatility, it enhanced transparency and long-term financial stability by encouraging early
recognition of risk exposures (Dib & Feghali, 2021; Juszczyk et al., 2023).

Simultaneously, IFRS 15, focused on revenue from contracts with customers, redefined the timing and measurement of
revenue recognition by emphasizing the “transfer of control” principle instead of the “realization” principle (Chen, 2024). This
reorientation has altered income structures and improved earnings quality across industries, including banking, by preventing
premature recognition of revenues (Azhar, 2022). Studies conducted in Jordan and Cambodia found that IFRS 15 adoption
led to smoother revenue flows and reduced income manipulation (Al-Hawatmeh et al., 2025; Salman, 2022).

Further, IFRS 16, which transformed the accounting treatment of lease agreements, shifted most off-balance sheet lease
obligations onto the balance sheet (Dameski & Trajkovska, 2025). This led to an increase in both reported assets and liabilities,
reshaping balance sheet structures and influencing liquidity ratios (Levanti, 2022). In the banking sector, these changes have
been particularly significant since many financial institutions operate with extensive leasing arrangements for branches,
ATMs, and IT infrastructures (Collaku et al., 2021).

Despite these advancements, implementing IFRS has posed challenges in emerging economies, including Iran, due to
differences in institutional frameworks, limited technical capacity, and inconsistencies in enforcement mechanisms (Dameski
& Trajkovska, 2025; Wyk & Coetsee, 2020). However, evidence from other developing economies such as Vietnam and
Indonesia suggests that adopting IFRS enhances liquidity management, increases investor confidence, and strengthens
governance systems (Agustian et al., 2023; Hien, 2022).

Conceptually, IFRS adoption fosters a more conservative accounting culture. IFRS 9 enforces early recognition of potential
losses, IFRS 15 ensures fair representation of revenue streams, and IFRS 16 promotes a realistic depiction of financial
commitments (Ismail & Khalid, 2024; Musiiets et al., 2024). Collectively, these standards reduce information asymmetry and
create stronger alignment between financial reporting and economic reality (Duuren & Hoeven, 2022; Neilson et al., 2024).
Consequently, the banking sector is expected to experience increased stability, better liquidity positions, and more credible
balance sheets under IFRS compliance (Gs et al., 2022; Vasilyeva, 2021).

Empirical studies across different contexts reinforce these theoretical expectations. For instance, the application of IFRS 9

and 15 in Indonesia and Malaysia improved banks’ capital adequacy and liquidity ratios by enhancing disclosure quality and
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encouraging a shift toward low-risk assets (Agustian et al., 2023; Widyatini & Sasmita, 2021). Similarly, research in Poland
and Lebanon showed that post-IFRS implementation, banks demonstrated higher transparency in financial reporting and
greater investor trust (Dib & Feghali, 2021; Szyszka, 2024). These findings underscore the crucial role of IFRS as a global
harmonization tool that shapes not only reporting practices but also banks’ strategic financial management decisions (Brink
& Steenkamp, 2023).

In this context, the Iranian banking system, which has recently begun aligning with IFRS, presents a compelling case for
examining the tangible impacts of these standards on its financial health. The introduction of IFRS standards is expected to
transform how Iranian banks assess their liquidity positions, recognize revenues, and manage their balance sheet exposures.
Therefore, this study aims to analyze the effects of IFRS standard changes—particularly IFRS 9, IFRS 15, and IFRS 16—on the
balance sheet structure and liquidity ratios of Iranian banks over the period of mandatory IFRS adoption.

Methods and Materials

This study employed an applied, ex post facto design using a quantitative analytical approach. The population included all
Iranian banks listed on the Tehran Stock Exchange between 2013 and 2023, covering both the pre- and post-IFRS adoption
phases. Banks with complete, audited financial statements consistent with IFRS reporting were selected purposively, resulting
in a sample of 15 banks.

Data were collected from official financial statements, auditors’ reports, and the Securities and Exchange Organization’s
database. Key variables included balance sheet structure indicators (capital-to-assets ratio, deposits-to-liabilities ratio, and
loans-to-assets ratio) and liquidity ratios (current, quick, and cash ratios). The main independent variable was IFRS adoption,
represented by a dummy variable (0 for pre-IFRS years and 1 for post-IFRS years), while control variables included bank size
(log of total assets), return on assets (ROA), and capital adequacy ratio.

Panel data regression analysis was applied using generalized least squares (GLS). Diagnostic tests such as the Limer F-test
and Hausman test determined the suitability of fixed or random effects models for each hypothesis. The models were
estimated separately for each dependent variable, and all analyses were conducted using EViews and Stata software.

Findings

The descriptive analysis revealed significant variation across banks in both balance sheet structure and liquidity indicators.
The average current ratio stood at 1.15, quick ratio at 0.87, and cash ratio at 0.36, reflecting moderate liquidity levels. The
mean ROA was 3.8 percent, while the average capital adequacy ratio was 12.4 percent.

Regression results indicated that IFRS adoption had a statistically significant and positive effect on all examined financial
indicators. Specifically, in the first model, IFRS showed a positive and significant coefficient (B = 0.062, p < 0.01) with the
balance sheet structure index, implying that post-IFRS, banks increased their equity share relative to total assets. The model
explained 61.2% of the variance, suggesting strong explanatory power.

In the second model, IFRS had a positive effect on the current ratio (B = 0.108, p < 0.05), confirming an improvement in
banks’ ability to meet short-term obligations. The results also revealed that larger banks tended to have lower current ratios
due to higher short-term liabilities.

For the quick ratio, IFRS adoption exhibited a significant positive relationship (f = 0.085, p < 0.01), indicating that banks
restructured their asset composition toward more liquid holdings. Similarly, the capital adequacy and profitability variables

were positively related to liquidity performance.
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Finally, in the cash ratio model, IFRS had a positive and significant coefficient (B = 0.047, p < 0.05). This implies that banks
increased their holdings of cash and reserves after IFRS adoption, leading to a more conservative liquidity management policy.
The R? of 0.52 confirmed the robustness of the model.

Across all models, the Durbin—Watson statistics ranged between 1.9 and 2.1, confirming the absence of autocorrelation,
while VIF values were below 2.5, indicating no multicollinearity. Collectively, these findings support the conclusion that IFRS
adoption substantially improved both structural balance and liquidity soundness in Iranian banks.

Discussion and Conclusion

The results of this study align with a growing body of international evidence showing that IFRS implementation positively
influences financial reporting quality, liquidity management, and capital structure in the banking industry. The significant
improvement in balance sheet structure following IFRS adoption demonstrates that banks became more cautious and
transparent in asset classification and provisioning. The results confirm prior findings that IFRS 9 encourages a forward-
looking approach to risk assessment and strengthens capital adequacy through the recognition of expected credit losses (Idris
et al., 2025; Musiiets et al., 2024).

The positive association between IFRS and liquidity ratios (current, quick, and cash) indicates that banks have shifted their
strategies toward maintaining higher-quality, liquid assets. This supports the conclusions of studies conducted in Jordan,
Vietnam, and Indonesia, which found that IFRS 15 and IFRS 9 improved liquidity creation and earnings stability (Agustian et
al., 2023; Al-Hawatmeh et al., 2025; Hien, 2022). Moreover, IFRS 16’s treatment of lease liabilities has made off-balance sheet
commitments more visible, leading to a more accurate depiction of financial obligations and improved investor confidence
(Dameski & Trajkovska, 2025; Levanti, 2022).

The findings also suggest that Iranian banks, after adopting IFRS, experienced an improvement in liquidity governance
similar to banks in other emerging markets. The alignment of these results with prior studies from Kosovo, Poland, and
Lebanon indicates that IFRS adoption harmonizes financial behavior across jurisdictions by promoting comparability and
accountability (Collaku et al., 2021; Dib & Feghali, 2021; Juszczyk et al., 2023). As IFRS enforces stricter disclosure and
valuation rules, it reduces information asymmetry between financial institutions and stakeholders, which, in turn, enhances
transparency and stability (Duuren & Hoeven, 2022; Neilson et al., 2024).

Overall, the study provides empirical support for the view that IFRS serves as a critical policy instrument for improving
financial resilience in the banking sector. Through enhanced disclosure, early risk recognition, and harmonized reporting

practices, IFRS adoption contributes to better liquidity management and sustainable financial performance.
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