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Abstract:

Banks are exposed to many financial risks that arise when the bank
faces difficulty in recovering loans from borrowers, which may affect the
bank's assets and its ability to meet its obligations. There are also market
risks related to fluctuations in interest rates, stock prices, and exchange
rates, which negatively impact the value of assets. In addition, there are
liquidity risks related to the bank's inability to meet liquidity needs
suddenly, such as the withdrawal of deposits or financing loans, which
creates challenges in achieving a balance between profitability and
liquidity. Non-financial risks to which banks are exposed include
operational risks resulting from the failure of internal systems or
procedures, and legal risks arising from failure to comply with laws and
regulations, which may lead to fines or legal cases. There are also strategic
risks resulting from making incorrect decisions that affect the bank'’s future,
in addition to reputational risks related to damage to the bank's image as a
result of customer complaints or financial crises. To manage these risks,
banks implement multiple strategies such as hedging, diversifying
investments, and ensuring the implementation of regulatory requirements.

International License. Risk management helps improve the bank's stability and enhance its ability
to make sound financial decisions, enabling it to reduce losses. Potential,
capital preservation, and long-term sustainability are guaranteed, which

increases the level of trust between clients and investors.
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Conclusions:

Banks are exposed to many challenges and risks that can significantly impact their financial stability
and overall performance. These risks can be classified into two main types: financial risks and non-
financial risks. Financing risks include credit risks, market risks, and liquidity risks. They are directly
related to economic and financial factors that can lead to direct financial losses for the bank. For example,
credit risk arises when customers fail to repay their loans, affecting the bank's ability to meet its financial
obligations. Market fluctuations, such as interest rates and exchange rates, can also cause significant
losses for the bank if not managed properly. Liquidity risks relate to a bank's ability to meet its liquidity
needs in times of emergency, which could create financial pressure in the event of a sudden crisis. Non-
financial risks, on the other hand, encompass a range of challenges that may be more complex, including
operational, legal, strategic, and reputational risks. Operational risks relate to the collapse of internal
systems and processes that could disrupt business, while legal risks relate to challenges that may arise as
a result of failure to comply with laws and regulations. Strategic risks relate to ill-considered decisions
that could negatively impact the bank's future, while reputational risks relate to the damage to the bank's
image resulting from crises or customer complaints. Managing these risks is critical for a bank to ensure
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its continuity and protect it from potential losses. By adopting an integrated risk management strategy,
such as diversifying the investment portfolio and hedging against potential risks, the bank can mitigate
the negative impact of risks and achieve a balance between profitability and liquidity. In this context, the
importance of implementing credit rating systems, such as the Basel Accords, emerges in identifying
credit risks and properly guiding financial decisions. Risk management also contributes to maintaining
the bank's stability, which enhances customer and investor confidence and contributes to improving its
competitive position in financial markets.
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