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The Effectiveness of Early Warning Systems
in Preventing Financial Crises:
An applied study on a sample of banks
operating in Al-Diwaniyah Governorate

Abstract

Capital or money has occupied the superior position due to the
rapid changes that have taken place in the world in the modern era and the
escalating political, social and economic changes. This has occurred not only
in economics, but also in the field of sociology, political. It is clear that the
financial position in all societies is the banks since they represent the active
sector in economy management and convoying the developments the
societies pass through.

The essential role of this device, in general, is to provide channels
and institutional frameworks necessary for mobilizing the savings and direct
them towards the ways of real investment which supports the steady growth.
But this sector is exposed, from time to another, to crises that are negatively
reflected on the growth. These crises are represented by banking crises. To
avoid or minimize the effect of these crises, attention has greatly been given
by researchers, and local and international economic, financial institutes, to
studying the reasons that lead to the occurrence of these crises and
attempting to find and develop the early warning systems to minimize losses,
and get rid of their risks.

Early warning system, which is based on a set of economic and
partial indicators is of the most important treatments to alleviate the economic
and financial implications of banking crises. The study of forming the
indicators of predicting the seriousness and risk of the banking crisis in
Kurdistan region is considered as one of the urgent things due to the
existence of many banks operating in the region. The research has used the
standard analysis tools to fulfil the research objective and verify its
hypothesis.
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