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Abstract 

The study aimed to identify the reality of non-performing loans and their causes in 

Palestinian banks and suggested mechanisms to address them, whether at the level of 

general conditions or special circumstances, as is the current reality in light of the Corona 

pandemic. The study used the comparative analytical method, as it touched upon the legal 

articles applied in Palestine, and compared them with both Jordanian and Egyptian 

legislation, which is related to the legal regulation of defaulting on loans. This is with the 

aim of revealing the strengths and weaknesses, and providing recommendations and 

proposals aimed at preserving the banking sector and strengthening the principles of 

governance and transparency, in order to bypass the economic conditions that predict 

economic collapse during the current year and the coming years. 

As we know that bank loans occupy the first relative importance within the activities of 

banks as they are the main source of financing, through which material and moral persons 

of different sectors of activity to which they belong are provided the necessary financing 

to cover their needs and correct their financial imbalances, whatever they may be. 

However, loan default is considered a major problem in the current economic conditions, 

which in turn requires an intellectual and practical effort in order to stand up to the default 

and the resulting losses, so banks use many preventive means and remedial measures to 

treat default. Therefore, the granting bank must conduct a comprehensive study of the loan 

before and after granting it, including analyzing the causes of default and asking the extent 

to which it is possible to help the defaulting customer to overcome his problem by taking 

many measures, starting with friendly negotiation and ending with legal procedures for 

collecting loans, Through the study of this field, it was found that preventive methods must 
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be followed to avoid the problem of default by offering sound credit studies and following 

up on the loan from its inception until the end of its  completed circle with full entitlement. 

In the case of tracking the signs of the granted loan and finding a default indicator, it is 

necessary to move towards developing reasonable plans to try to correct the defaulting 

client’s path and based on objective rules and rational remedial procedures that do not turn 

the loan into a defaulted loan or to come out with the least possible losses. 

In light of the current crisis (Coronavirus) that the country and the whole world are going 

through, and the preventive and precautionary measures that followed to limit its spread, 

taken by governments, a question was raised about the solutions provided by civil law to 

establish a balance between the right of each of the creditor (the credit-granting bank) and 

the debtor (the customer requesting credit). Although both the theory of emergency 

conditions and force majeure offer solutions to this problem, the in-depth study has proven 

that the term theory can play an important role no less important than its two counterparts, 

as it provides an optimal solution to keep the contractual relationship in place with the 

possibility of achieving balance between the two parties to the contract. Concluded from 

this that the obligation that is replaced by a sum of money that cannot be freed from it, and 

the debtor has no hope in the event of economic activity being disrupted due to the 

pandemic, except by resorting to the term theory to obtain a chance of time so that he can 

implement his obligation. 

The study concluded several results, the most important of which is that non-performing  

bank loans are an issue that requires intellectual and practical efforts to come up with 

solutions that limit the spread and expansion of this phenomenon in abundance, and that 

all sectors have been affected by the Corona pandemic, but in varying proportions, and the 
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study ended its topic with several recommendations that may contribute to a large degree 

to limit the aggravation of The problem left by the Corona pandemic, the most important 

of which is the postponement of borrowers’ installments and giving them a period of time 

to manage their financial affairs 

 


