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Abstract

This study aims to evaluate the effectiveness of the deposit insurance system
in Lebanon in protecting depositor rights and ensuring financial stability,
identifying the challenges facing the system, and proposing solutions and rec-
ommendations for its improvement. The study relies on analyzing available
data on Lebanon’s deposit insurance system, reviewing relevant laws and reg-

ulations, and analyzing international experiences in this field. An analytical
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and critical methodology was used to assess the current effectiveness of the
system and to derive key points for improvement. It was found that Lebanon’s
deposit insurance system faces several challenges that hinder its effectiveness,
including a lack of appropriate and up-to-date legal and regulatory frame-
works, insufficient insurance coverage limits, and a significant reliance on
state contributions for system funding. Additionally, there is an absence of a
clear mechanism for calculating foreign exchange rates and lengthy recovery
periods for guarantees, which undermines depositor confidence and weakens
the financial system. The study recommends increasing the insurance cover-
age limit to adequately protect depositor rights in major banking crises. It also
calls for reviewing laws to eliminate exceptions from coverage and ensure all
accounts are included, and for enhancing system funding from the banking
sector. Moreover, it suggests adopting financial reforms to unify exchange
rates and reduce recovery periods for guarantees, as well as improving legal
and regulatory frameworks. Finally, it recommends designing risk-based pre-
mium models and enhancing cross-border coordination and cooperation to

ensure financial system stability.

Keywords: Deposit Insurance System, System Effectiveness, System Chal-

lenges, International Best Practices, Recommendations and Improvements.
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(1) For further details, please refet to: The 2023 banking turmoil and deposit insurance systems«Potential
implications and emerging policy issues¢<International Association of Deposit Insurers 2023«p: 30-32-33.

(2) Thematic Review on Deposit Insurance Systems, Peer Review Report,fsb,2012,p:.24
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(3) For further details, please refet to: Thematic Review on Deposit Insurance Systems, Peer Review Re-
port,fsb,2012, p:24-25 .
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