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Mechanisms for Resolving Distressed Banks Under
the Jordanian Banking Law No. 28 of 2000 and Its
Amendments
(A Comparative Study)

Abstract

This study aims to clarify the nature of bank distress and the causes leading to it, as well as to
examine the mechanisms and means of resolving bank distress under Jordanian and Egyptian
law, with a focus on the role of central banks. In this study, we adopted a comparative
analytical methodology by analyzing the provisions of the Jordanian Banking Law and the
Egyptian Central Bank and Banking System Law to identify the strengths and weaknesses in
the legislative framework governing mechanisms for resolving bank distress. Consequently,
we reached several findings, the most prominent of which are: banks face financial obstacles
that ultimately lead to their distress. Although different legislations have not addressed the
definition of bank distress, it can be defined as "the state in which banks encounter obstacles
resulting in severe losses, rendering them unable to meet all their obligations and facing
increased financing costs while being incapable of achieving profits."

The study also concluded with several recommendations, the most significant of which is my
hope that the Jordanian legislator will codify detailed procedures for resolving the situation of
distressed banks within the Jordanian Banking Law, following the approach of the Egyptian
legislator in the Egyptian Central Bank and Banking System Law, which organized these
procedures in Chapter Twelve under the title "Resolution of Distressed Banks." This should
begin with the central bank issuing a decision declaring a bank distressed, then specifying
cases of bank distress by way of example, as well as mechanisms for resolving bank distress
and the consequences arising from the issuance of a decision declaring a bank distressed.

Keywords: Banks, Central Bank, Bank Distress, Distress Resolution.
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