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                                            Purpose

                                        
                        This study aims to evaluate the interaction between bank capital and explicit deposit insurance scheme (DIS) on the financial stability of Islamic and conventional banks.

                    
                


            
                
                                            Design/methodology/approach

                                        
                        The author's sample covers 52 Islamic and 108 conventional banks operating in 12 countries over the period 2000–2021 using the random-effects generalized least squares (RE-GLS) regression technique.

                    
                


            
                
                                            Findings

                                        
                        The author's results reveal that bank capital negatively mediates the relationship between explicit DIS and the financial stability of both Islamic and conventional banks. Additionally, explicit DIS has a positive impact on the financial stability of conventional banks. However, the results are mixed for Islamic banks, as the effect of explicit DIS is positive for the Middle East and North Africa (MENA) region but negative for the South and Southeast Asia (SSA) region. Finally, the interaction between explicit DIS and the COVID-19 pandemic has a negative effect on conventional banks operating in the MENA region, while it has a positive effect on Islamic banks operating in the SSA region.

                    
                


            
                
                                            Research limitations/implications

                                        
                        The findings of this paper have important implications for regulators in evaluating DIS policies and in anticipating any potential adverse consequences that might arise for both Islamic and conventional banks in normal and crisis times. Policymakers should strive to preserve the benefits of DIS while mitigating the destabilizing effects of its interaction with capital ratios.

                    
                


            
                
                                            Originality/value

                                        
                        This study introduces a novel aspect by examining the mediating role of capital in the relationship between explicit DIS and the financial stability of Islamic and conventional banks.

                    
                


                    

    

                
        Keywords

        	 Deposit insurance
	 Financial stability
	 Crises
	 Islamic banks
	 Bank capital
	 G01
	 G21
	 G28
	 P5


    

                
                                    
    Citation

    
        Ben-Ammar, H. (2024), "The mediating role of capital on deposit insurance and financial stability: evidence from Islamic and conventional banks", Managerial Finance, Vol. ahead-of-print No. ahead-of-print. https://doi.org/10.1108/MF-02-2023-0075
    


            
            
        

    
                
                
        Publisher
:
        Emerald Publishing Limited

    

                
        Copyright © 2023, Emerald Publishing Limited
    

                        


            
                                    Related articles



                            

        

    


    
    

    

    
  
    
      
        Support & Feedback 
      

    
    
      Manage cookies
    
  


  
    
      

        
          We’re listening — tell us what you think

          	
              Something didn’t work…

              Report bugs here

            
	
              All feedback is valuable

              Please share your general feedback

            


        


        
          Join us on our journey

          	
              Platform update page

              Visit emeraldpublishing.com/platformupdate to discover the latest news and updates

            
	
              Questions & More Information

              Answers to the most commonly asked questions here

            


        


      

    

  








    
    
        
            
                
                
                    	
	
	
	


                

                © 2024 Emerald Publishing Limited

            

            
            
                Services

                	Authors
	Editors
	Librarians
	Researchers
	Reviewers


            

            
                About

                	About Emerald
	Working for Emerald
	Contact us
	Publication sitemap


            

            
                Policies and information

                	Privacy notice
	Site policies
	Modern Slavery Act
	Chair of Trustees governance statement
	Accessibility


            

        

    




    



    
















  
  
    
    
        
            ×
        
    

    
        

    





    

    

    

    









