Al-Kitab Journal for Human Sciences Vol.8, No.13-2025
http:// doi:www.doi.org/10.32441/kjhs,8.13.16

Al-Kitab Journal for Human Sciences (KJHS) 2
Scientific Biannual Refereed Journal ( ‘Ivl )
P-ISSN2617-460, E-ISSN (3005-8643) \iﬁ
https://isnra.net/index.php/KJHS/about/editorial Team 5 M’“/.//

The effectiveness of the bridge bank in crossing the gaps of the
bank collapse and low exchange rates

MOHAMMED FAWZI ZAIDAN

Lecturer
College of Law - University of Mosul

ARTICLE INFORMATION Aabstract

Received: 27 Jan,2024 The global financial crisis that struck major international
economies resulted in significant economic and financial changes,

Accepted: 22 Feb, 2024 leading to the collapse of many banks worldwide. These collapses

Available online: 15 May, 2025 caused massive losses and drove several banks to declare bankruptcy.
Consequently, many countries initiated legislation aimed at

PP :315-336 addressing banking collapses and their severe repercussions, in order

to restore confidence in the banking sector and safeguard economic
© THIS IS AN OPEN ACCESS ARTICLE and social stability, ultimately contributing to national development
UNDER THE CC BY LICENSE and citizen welfare. One such legislative solution is the introduction

of the bridge bank (also referred to in various countries as an
https://creativecommons.org/licens intermediary or transitional bank). Through this mechanism, the

e/by/4.0 central bank steps in to support struggling financial institutions and
rescue them from the brink of collapse. This is achieved by

establishing a temporary bridge bank to take over the failing bank,

@ ® transferring all its assets and liabilities to the new entity. The bridge

bank then manages and stabilizes the institution until a suitable buyer
is found for the original bank. This process reassures all stakeholders

Corresponding author: — including investors and depositors — that their funds are safe and
recoverable. The bridge bank is thus considered an exceptional entity
MOHAMMED FAWZI ZAIDAN created by the Central Bank of Iraq, and its exceptional nature is
reflected in the unique conditions under which it operates. Unlike
regular banks, it is not subject to the same licensing conditions,
company laws, or capital requirements. From the moment it is
Email: established, full authority over its operation lies solely with the
mohammed.fz@uomosul.edu.ig Central Bank, independent of the regulations typically applied to
other banks. Iraq was the first Arab country to incorporate the bridge
bank concept into its legislation through the Iraqi Banking Law No.
(94) of 2004, in line with the bridge bank model found in U.S. law.
Egypt later followed Iraq's lead by legislating the concept under Law
No. (194) of 2020.
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