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ABSTRACT

The study of the Master's thesis is to define and evaluate factors affecting the profitability
of 16 commercial banks in Georgia during 2004-2012. It is of great importance to the Georgian
economy and is one of the most important industries in terms of financial indicators, service
quality and demand for services. The research is interesting for the bank management and
shareholders as well as for the public, as most of the population depends on the bank's activities.
Factors that influence banks' profitability are divided into two groups: specific (domestic) and
macroeconomic factors (external) factors. Return on assets (ROA) and return on equity (ROE)
are used as indicators of the Bank's profitability. Using a multiple linear regression model, which
factors affect the bank's profitability indicators. Using this model was important factors for
explanation of profitability: capital adequacy, liquidity risk, interest rate increases, spending on
expenditures, real growth of GDP and lari for dollar. The lowest variable was inflation, interest

rate, and the percentage change of assets and assets.



