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Abstract

Stress testing is an important tool for managing potential and unexpected risks
and determines the required capital to absorb those risks; this research has tried to
measure the effect of changes in some economic indicators such as real estate’s
prices and default rate on the stability of the banking system which is considered
the basis of economic stability and growth.

These changes have reflection on the sufficiency of the banking capital
adequacy for bank operating in Syria to absorb the loss resulting from unexpected
stress circumstances, and the effectiveness of its credit risk mitigation techniques,
And depending on the results of the research some appropriate suggestions had
been recommended to enhance the stability of the banking system and confidence
in this system, which is pivotal to the stability in the economic system in Syria

A descriptive analytical method has been implemented in this research to
examine the research's hypotheses which have been applied seven Syrian private
banks by designing multiple scenarios that focused on studying the impact of the
deterioration of real estate prices and increasing default rate on banking capital
adequacy ratio. The application of these scenarios had been shown that the
decline in real estate’s prices or increases default rates until forth percent will not
lead to decline banking capital adequacy ratio under required minimum capital
adequacy ratio by supervisory authorities, but the decline in default rate by eight
percent will lead to it.
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