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Abstract:

This study aimed to identify the determinants of financing in the
Libyan banking sector and to explain the profound gap between the
accumulation of deposits and the low ratios of granted credit,
particularly in light of the transition towards Islamic banking. The
study adopted a qualitative approach by conducting in-depth
interviews with a sample of finance providers and seekers in three of
the leading Libyan commercial banks: Jumhouria Bank, Wahda Bank,
and Bank of Commerce and Development. The findings revealed that
stringent regulatory policies, the lack of detailed regulations
governing Islamic banking, the requirement for real estate collaterals
exceeding the financing value, and the prevalence of a 'risk aversion'
culture among bank managements constitute the primary obstacles to
credit flow. Furthermore, the latest financial indicators issued by the
Central Bank of Libya for the year 2025 revealed a severe 'financial
paradox'; while banks enjoy exceptionally high capital adequacy
ratios, there is a significant decline in the efficiency of credit
utilization of deposits. This confirms the existence of an idle liquidity
glut that fails to find its way into actual investment. The study
recommended the adoption of selective credit policies, expediting the
activation of a unified credit information bureau, and developing
flexible collateral models to support small and medium-sized
enterprises (SMEs).

Keywords: Libyan Banking Sector, Bank Credit, Islamic Banking,
SMEs.
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