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Abstract

Due to the dependence on oil and gas income and the fall in their prices due to the global financial crisis in 2008,
the governments of the countries of the Persian Gulf Cooperation Council began to introduce various policies
aimed at the development of various financial and real estate sectors. The main purpose of this article is loan
diversification and financing and bank stability in dual banking systems. The present study of 46 non-lIslamic
banks and 22 Islamic banks from the countries of the Persian Gulf Cooperation Council (GCC) from 2008 to
2021 shows that regional diversification has a non-linear stability and is different for these two types of banks.
While the stability of Islamic banks deteriorates with only moderate levels of diversification, the stability of non-
Islamic banks improves with high levels and is disturbed by low levels of diversification. Furthermore,
diversification acted as a stabilizer during the global financial crisis but exacerbated the adverse effects of the
Covid-19 pandemic. Although regulators are usually responsible for bank diversification, our results suggest that
this can be a double-edged sword.

Keywords: diversification, stability, loans, financing, dual banking, Persian Gulf Cooperation Council.




