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Abstract

Commercial banks have a crucial role in supporting the financial system,
due to the basic services provided by these banks, including granting
bank credit to customers, which is often supported by guarantees.

Banks require a unique guarantee from the customer for granting him
credit to mitigate the risk of defaulting on the debt at the time of the date,
and one of the forms of guarantee is mortgaging shares in favor of the
bank.

The shares represent the shareholder’s contribution in the capital of the
joint-stock company. This capacity entitles him to exercise all the rights
granted to the shareholders and the rights subordinated to his right of
ownership, such as the right to dispose of shares by a mortgage.

If the purpose of mortgaging the shares is to give the bank the right to
execute on these shares in case of default, the price of the shares may
decrease due to a foreign reason, which would weaken the bank’s chance
of recovering its debt.

The UAE legislation has resorted to regulating the rule of decreasing
the price of the pledged thing within the provisions of the commercial
mortgage, according to which it is permissible for the mortgagee creditor
if the cost of the committed item in the market has decreased so that it
has become insufficient to guarantee the debt, to assign to the mortgagor
a reasonable date to complete the guarantee. The mortgagor achieves the
guarantee. The creditor may request the sale of the mortgaged item, even
if the maturity date has not been reached, by following the procedures for
selling the mortgaged item as a commercial mortgage.

In view of the absence of this provision in Bahraini legislation, we found
the importance of stipulating an explicit condition that addresses the
decrease in the mortgage price, intending to add more guarantee to repay
the debt.

Keywords: Mortgage, Shares, Decrease, Price, Credit, Bank, Security.
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