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ABSTRACT 

This stuuy explores the tiss waEn alcet e reputatiOn or Darnk ing 
Dusiness ability to 

prcdict risk and 1ake appropriate OS It10n Is he key to succes, it can be säid that risk takers 

will be survivC, clleetuve risk Fmianagets will prosper g risK Averse are likely to perish. In 

risk managemenl point or view tanAing usin es may De groueu broaiy nto 
ne 

hanking book, the trading portlolio and Ot balnce sheet exposure, In this regulated banking 

chvironicntl banks primiarily deals with reut risk, Inquidty TISk, Interesl raterisk, markct risk 

and operatianal nsk.The expunsiommE-bnking wil ieau to continuous vigilance and 

revision of regulalion. 
FOR 

AUTHOR USE 

ONLY 

Introduction 

FORA 

The bunk of the future has to bea total-risk-enabled enterprise, which addresses 

Concems o various stakeholuers ellectively. Advunces in risk manageent as well as nisk 

mcasurcment would lead to transformation in capital and balance sheet management 

ynainic cconomic capital management become a powerful competilive weapon. Risk can 

DE OcTincu as the chance ol loss or an urifavorable outcome ssoe te 
with actton. 

uncertanty docs not knaw what will happen in the future, the greater the uncertainty, the 

Br e FiSk. For an individual, risk management involves optimizing expccted returns 

e rtsks involvcul and risk tolerance. Risk is whal makes t possibic to make a 

OL here was no risk, tiere woukd be no retum to the ability to succeslully manage 

Cc uec ision lhere is a risk returm urade- off. Anytime there is a possibility' of loss 

TSk), there should be an opportunity for profit. 



Rsk mnagement s t* x ot denhiy ing. asessing and controlin The tra 

Jns 
through 

contorrmane proxeuu 
na g 

ues. 
ins s about avording 

the 

rgnizate's capital d camings Thesc threats, or risk, could stem from 

view of risk management 
nas een 

oc o 
occtng 

he organ7alon Ira 

Wide 
of surca aadng tmancal uncertainty. legal liabilities. strategic manage accde a dse seurity threats and data-related risks 

dowmside. The new proe 
a c 

s 
annur 

eeking 
the upside while 

gement m 

managemet sps o alloate them have become a top priority for digitized comp 

managing the downside 

As 
a rsk management plan mcreasingiy ncludes companies processe 

Risk Managerment Froess 

det m iimg tnreas to ts digital assets, including proprietary corporate d catm s pesonally idntifiable information and intellectual property 

biisinett the 

or Kisk MManagement: Tdentificato 

) nk managemert iu an irlegruled process of delineating (adefine) specific ora 
te plan 

e umyrehertsve Pia 1eRarg e puun, ud comunctumg he oMoine a omDr PK Gupta. 

kLanagemert the process omeusig or aessing A and ia 
ge t mnage the rsk- Wikp¢di� 

z the risk can ivolve taking i insurance against a loss. hedging a hom 

AssessICt 

e rure riset, ard protecting un investment against a Jall in ntereT riulea 

Odorc Bunen Dictioti 
FOR 

AUT 

HOR 
LS 

ON 

*h iny makés an investnent decisiol, it exposes itsclr to a u 

ac AS Thc quanturm of such risks depends on the type ot Tnanea 

bec fmncal rsks might be in the form of high intlation, volatility in cap 

Establish the C'ontext: 

pure ol his sage ul plunning enubies lo understand he environiient i wnich ne 

Auy. tc So, in order to minimize and control the enposure o m rgAnization operates, that meauns the horoughiy undersana tne Cste 
ultur. cnment and the internal culture of the organization You cannot resolve a risk it you do 

, t manager and invetors practice risk manag 
s 1Sk ADWat n s. Al Uie nital stage t is necessary to estitbli sh the context ot risk. 

o risk ranagcmernt wtile making investment dccisions, 

cstablish the context there is a need to collect relevant data There is a neeu to miap tne swop 
ge n ccomomy. Differct ievels of risk cone altached with aere 

of the rsks and objctives of the organization Lanscs 

. ldentification: 
campie, a fned depnt is onsidered a less risky investment. n otn 

Ancr cstablishis g e coniext, theC next step in the proeess ot malnagang risk S to 1acntty 

nEtment in cyuity in conaderod a riky venture While practicing riskmianagc 
ep n S. Kisks are aboul events that, when iriggered, wil cuuse pron 

Calion can start with the source of problenus, or with the problem itselt. 
inEsuts and tund mnagcr tend to diverify their portfolio so as to m 
to risk 



Risk identification reuir ko pwledge of the organization, the marke in which t o the legal, al, nmi. political, and climatiC environment m which it does ts ban its financal strat * epiessnCSs to unplanne a)Risk 
Transfer: Risk transfer 

means that the expected party 
transfers whole or part 

anricd 
manufacturng poxs ** yn and business mechanism by operates Any taiure at this suage 0 tdentity risk may cause a majo 

of the losses 
consequcenita 

to rsk posure 
to anoner party lor a cost. The insurance 

contracts 
fundamentally 

nvoive SK 
Ensteh. Apat 

tom he 
nsurance device, there are 

orgamizatioe Risk identification provides the Toundation ot isk management demtificati methods e Tomca Dyemplaies or he development of tem 

certain other techniques Dy which he nisk may be trainsierted. 

b) Risk 
Avoidance:Avoid uhe risk Or the circumstances which may lead to losses in 

dentfy mg soure. pre06ictn ar cvent ne various methods of risk ientifis 
Braimstormng interviEw, checkiStS, 

Stnucturcawnat-i techniquc (SwIFT 

another way. includes no pertorthing 
an activiy hat coud carty rsk. Avoidance mayy 

Seem the answer to all risks but avoiding risks also means losing out on the potential gain 

aalyss, Fut Trec Analysis (FTA). Bow e Analy sis, Direct obseratiors, e 
that accepting (retatning) the risk may have allowed. Nat entering a business to avoid the 

risk ot loss also avods he possibility of earning the profits. 

Risk Retention : Risk retention implies that the losses arising due to a risk exposure 
, gs, ctc 

Aesment 
Once rsks have becn deniuliea, hey mustnien 

c aseea a* meir potental sevnd, 
lons and to the probability ol xcurrence. hese quanttie Can be either simpk meun 

shall be retained or assurncd by the party or the organization. Risk retention is generally a 

deliberate decision for business organizations inherited with the lollowing characteristics. 

e-insurance and Captive insurance ure the two methods of retention. 

A apve nsrCr s Benetaily aeuned s an in ne company that is wholly ownecu and 

controlled by its insured's, its primary purposesto insure the riskS ot its owners, and its 

nsured's benetit fFrom he cuptrve surernouerwriling prolits 

0Ksk Control Kisk can be contollcd wither by avoidance or by controling losses. 

AvOuancempuics tha ctner a n oss Exposure s not dequireu or nn exisung e 

nthe cac ot the value of a lost building. or impossileto know lor sure in thie cine t e probubuity of an umikely event occurring T hereles. in the assessment procC is tta 
o tmake the best cducalcd guesses possible in ocder to properiy prioritize the npicienaa 

A gement pian. The lundargcn tal difliculty in nsk assessmenl 15 determi 
ralc ot OccurTetice since slatistig infomation is not available on a 
incidents Soaheless, risk easment should Produce sucn eeicccu L0as conurol can geeNercised in two ways- ) Create thhe pian and (u) RINK 

l ot e organizatkgn Uhat the primary risks are casy to uaErstu Control. 

enel deESIons may be prioritized. Thus, there have been secral ui Create the Plan : 

anctmipts to quntity rsks. 
DECIe 0n the combination ot methods to be used tor cach risk. Each risk management uicros ditlerent rusk formula eaist but perhaps the os epleu CISO SOuid De recorded and approved by the appropriate level of management atiom s ralc of occurrence multiplied by impac Fxanpie, a Tsk cocerning the image of the organization should have top management 

Cwen 

OcCurfecEN Impact o the evenj LOn behind it.Whereas, TT management would have the auuhonty to decide On ocnitral Knk Treatments computer vinus risks. 
Bce fisks have been idcntified and assessed, all techniques anagcment plan should propose applicable andd etlective security controls tor ne risks. A good risk management plan should contain a scheauic tor cono 

or tmofe ot these lour major calcguncs. 
pchcntation and responsible persons lor those actions. The rsk managenent coneep s 

Lix rcalment 
Sun not very ellectively measured. Example -An obscrved hign sk OT COmputer Risk Trawiafer ises could be mitigated by acquiring and implementing antivinus sotware 

Risk Retention Rsk 



KEsk Control: 
Once the nsk is evaluateu, t has tor be controlled. In the case 

he lhactualions 
n 

c 

TACt 
nar alec its 

Tinancial 
assets. 

a)Protectimg shareholders 

poration 
has at icast oe 

snaenor ge copoaton, 
such as a pubicly 

tradedor 

thhe wthcT woTkg n 
and 

technologies. 
Risk 

mangcinent 

aso 
relaes 

to Cxiemai 

uireats to' a 
corporafion, 

5uch as 

the machine that wil talt any mcne n p o1 hu, risk control implices the workcr on u uChine so as it dues n 

Thus the steps ved are immediatc alrections preventing the risk and iolating 
ven millions, of shareholders. Corporare 

ri* 

empoy cc 
owncu 

lil, has 
thous5a 

managenent 
protects 

the invesiient ol 
sharcnolders through specitic 

measures 
to control 

removing thc hazard to climinate the risk. 
0NSands, 

Avoiding the risk sthe decisn 
u e piarncu directon or 

ugts 5 

otsirucion cnno e ae roecieu 
untai they are ready tu use. 

b) Types ol t 

risk For exampic, 
a company 

neeus lo 
cisure that is unds 

tor capital projects, such as 

alhemate route wnich has iess risk ana s n line witli the final objectise R. 
occurtence prubability or impact or is consequcnes or tn can be considered whie I 
a rsk Translerring thc nsk 1s anE p, uosy c rug uy ing its urane 

Consider lhe types of sx nar corprtion 
must addres every day. A corporalion may 

vent 

ways inctude leasc agrecrics walvcs, disciaincts, tckets, and warning signs Retir 

become insolvent il it has not bought insurance, implemented loss conirol measures and 

the risk can be anolier stralekY were One Nhuws hat t is an inherent purt of i'e ex 
used odher practices to prewent Tinane iai oss. nsuance s Do substrule Tor Successruly 

dentiy ing 
measures to prev ent osses, sucn as Satety triining to prevent worker injuries and 

deaihs. Kisas cn eudc nazaru nsAS, Iinaeiai Tisks, personal injury and dealh, bustness 

inierruptaori' lo3s or scVICes, dnage 
to a cpo TS TEputato, errOs and omissics 

and lawuit 

After the control measures are mplemented it has to be documented. This has mie 
benefits such as understanding what was done to tac iSk thereEDy allowing Sim lit e 
to be tackicd in that Tashion, to prove uil sulici mcasurcs were taken to miti.e and lawsuits 

ciminae risAs nd due diligence were exereisedec Probibility and consequcnees 
. 

o peent anc iau 
10sses, a corporaengags 

n a certain mount of speculation. A nisk 

marajger calcuiates the prababil r tcn ype ot event that would dainage the tirm s 

Tinancial peNItun arnd the congajuences. alculating the likelihoou that something will 

happen and its associated chkts cnables a risk manager to recommend ways to address the 

5 KevIEW and cvaluation of the ian 
Initial rik managermient plans never DeP Fctice, Cpericce Hc 

nexexsilale cthanges in the plan and contnbute intormialion to a 

rit decisons to be made in dealing with the risk being faced. Risk amaly sN TEul most probable risks to senior managerment, Ihe board of directors and owners o the 

agnt plans should be updated periodically. There are two prma reasors tot cOporaluo 
a olutions 

A COrporate riSk manger i5 a multe discipiinary prolessionial wlh an undestanding ol ntem 

0 cvaluate whether the previously selected securily conin 
PpHcable und eifective and 

bisiness processes and many tinancial instruments. This protession.al mignt have a oevaluate the possible risk level changes in the business mc 
back in busincess managemment, 1rince, isuraince or ctuiarial scIEnce. C mg AS hat do no change and are static in natuiC. Iowee 

onuily menitored and reviewed may grow like a buhbie nu 

and cthical impacts soon get out ot control. 

LES Outions to a coporalion to prolect its assets. For instanCe. he mignt recomnCnd 

og milions ol dollars in comumereial liability insurance coverage. Some risks that he 

aculics, as potentially danaging to the corporation, are gnoreu while otiets are covered 

An infegraled approach to Corporate Risk Management 
is liabilie policy. le might recomend buy ing othecr types ot uisurance, Sucn as nre r 

ru, aler lint weighting the costs versus the benclits ot Cach ty pe o1 CUvETgC rc risk managemcnt refers to all of the nethods that a coman 
inancial losses Risk managers, executives, lne mangcrs anu midue 

Cpluy ces, pertorin practaces to prevent loss exposure u 



Duplication 
is 

a risk management 
iechinique 

hat essentially 
involve the cTeation o a 

backup plan. This is oten 
necesy 

cenoOEY. 
A 

1aure with an information system 

should not bring the whole business to a halt. Instead, a backup or fail- over server 

he really 
available for access in the event that the primary serve fails. Another 

Risk Management ApPproaches nd Niethods: e) Duplication 

If you are a business RCr, then you nlready know the 

of risk coes 

imperalive 
that your usiness has a tomal policy to umit the loss of assets a and inçor are the6 tecnmiques eu wth risk management 

a)Avordmce : 

Avoidance s est means ol l0ss cool. This is because, as the name i rsampic of duplication 
as a riSK 

managenent lecnnique 
s when a company makes use of 

imple 
avoiding the risk cormpletciy. t yuur crts ar avoiding the loss have been . 

disaster recovery scvce 

O Diversilica * there is a 0 probability thar you wll sulfer a loss. This is why avosdance Is gerer. j the risk management tecnniques uiat s considcred. It is a means of ee 
Diversification 

is a risk manugemcnt 
leenniqie 

nat allocates busincss resources to create 

tipe climmatmg a threat. multiple lines ot business hat utct a variciy o Proucs na or services in dillerent 

b) Loss Prevention : industries. With diversification, 
a Signilicant 

revenue loss irom one line of business will not 

Loss prevention is a techniuc u is, rner man eliminates, loss instead o 

cause irreparable harm to the company s bottom line,. RiSk management is a key component 

completety, this tecnyue aepes a 

tS Dut attempis,to minimize the loss as a rout 

n any sound company stratcEy. 
Is nccess.ry to csure long term organizAation 

t For eample, storing inventory in a warchouse mècuns that 
sustainability and protitability. 

However, since uhere rEaly is no way w aO prevenOn program b put in phe Risk Reporting Process 

e the loss. his program can meuu puroning securiy guards, Viudeo cameis, KIsk Teporting is cormmunication o1 risk annsk management outcomes tor the purpose of 

comparing the resuits wih he paleyAnDrgäinization shouid ensure that intornation about 

riskS deriveca iram the risk manageueht process 13 adequately reported, and used as a bausis 

1or decisiotm making t all releyant levels, For this, clear reporting line mechanisms and 

sexured storage iacilities. 

LOS Keduction 
s eduction 1s a technique thatdhdt only accepts risks, but ccepts the lact thal as " 
our as a result of the risk. This technique will seck to minimie he o is sirong inler-department knöawledgc sharing should be established in order to cncourage 

t Lrcat. For example, a company might necd to store 1ntniabic iartal accountability of risk, and to cnsure reperts are dciivercd in an accurate, consistent and 

Lompany management realizes that this is a necessury risk and decides i 
e-ot-thc-ut water sprinklers in the warehouse. If a fire occurs, Ihe annuun 

timely manner. Moreover, the risk management policy shouid clearly state the way risk 

nanagccnt pertormance wil be reported. Inadequate risk reporting can lead to a failure 
miamized 

cgraic identified risks into strategic and operational decisions. The organization 
should report on progress against the risk management plan by proving how well the risk Separation 

a 5 a rsk management technique that involves dispet ** 
genent poliey is being followed, to ensure ühat risk nanagement is ettective and 

ching catastrophic occurs at one location, the m 
continues to support organizational perlormance. business 

y al that kocation, On the other hand, if all assets were at a us iicss wuld face a much more serious challenge. An example ot this s 
utilizes a geographically diversificd worklorce. 

More specifically: 
e esus trom risk monitoring and review should be recorued and reported 

ncmaly and externally, if appropriate. 
2 Development in implementation of risk treatlument plans shouid DE 

portcd into the organizalion's overall pertormance nAnagene n 
unced fisK management includes continunl communications wilh external 



and internal stakeholde. 

e 
organization 

should 

esNn ctna 
repoting 

iechianisrs 

in 
order to support 

and 

uage 

accountability 
and 

ownersinp 
or 

nsk. 1 nese 

mechantsims 

shoukd 
ensure that, ky 

The quality and succes ot risk rporting depends on ue talicwing, lac 
n 

a) arget audience, 

a)lnternal KcpotinE 

b) Lnput and processes 

subsequiemt 

modifatio, prope 
ennacu, 

Felcvant 

inlormafion 

derived frorn the 

application 
of risk 

management 

isavaiaoie a 
approprilte 

ieveis 
and times, 

and 
there are 

processes 
for 

consultation 
with 

imternial 

stakehoiders. 

These 

mechanisms 

should, 
where 

ppropriate, 
incfude procEsses fo 

consolrdate 

rtsk 
intormation 

Irom a variety of sources, 
and 

may 
need to consider 1he sensitivity of the 

nlornation. 
interial Sk Teports can either be 

c) reyuchey 

n 
s of the risk 

managerment 

iranewoK, 

s 

etteetiveness 

and the 
outcomes 

and any 

Lonicnt 

Format 

Dissemination channels. 
There are Two areas ot risk reportung 

a) Keprting lo miemal audicnces 

DReportimg to external audiences. 
ihe reporting ot nskss essenitial tor mietnal oectsi0n makers t mtegrae tink al 

real-time or periodic. he main puirposc o pefiodic 
tntcrmai nsk reports 

s to provide 

RTCgale 
intormalion 

about 
variOus eicvant 

organi/ational iSkS, with trend indicators and 

imtes their operafional and nvestment straiees. to review perlumIune and u tme 
periodic comparikons highlig angs n nsks. 

eriotic intemal risk reporting 

contnbutes t0 stralcgic ovesignt ana oecision making 
as weu s mproca opetaoi 

business decsions. Risk ntormation may be organizcd 
around specilic key risk categories 

rather han arounu paies O 
he tisk managcmen" Oess.KESdual 

nS* TCporting invoives 

comparing gross risk (the assessmecnt ol rsk re controis or riSK Esponses are appicu 

and net risk (the assessment or risk, takiAnto account any contrals or risk responses 

applied) to cnabies a review ot rsk esponse etlectiveness and alternative management 

options. Risk reportang to the board ang comnittees should be made at lcastquarteriy. 

competsation reward decisions. ENICnai nisk reporung has rapully ukcvelgvd in n 
yean, corporate goverTiance reporis 3iso0 tOcus aten micrthal contrn, and a 

e 

As sgeTerally theiudcd in me Annuai reports nterhal nl extemial aid choco au 

urther divVIded in subgroups, On the one iand s0me audicees (ic. buards ni drE n 
teEulalons, anong extemal audiences) mysDbe informmed aout the organi/ati ual 

r 

ai 

een rLESES DEcause oegulaton or recommetuans. *aluntaitg 
ouner tnictniaal audiences (.e tployees) and external slakehelders (.e mgc 

oS) s recomimetided because ot anticipated benelits to an irie Intemal audiences will not only interest in disclosure of specific risks, but also in the 

making rak management rocess. A well established and properiy managed process will assure 

pusu proxeses re als0 crilical. he most impcortane p es Dot thc rc uabilaty ot rusk reports, organizations must thercforc include 

nitormation on the quality of their risk management process, partucularly n heir peri0G isk nearious nisks an organization is lacing. 

reports D he stakeholder risk reporting requirements and expectations 
C) he organszation's existing risk ianagement 

b Extermal reportug 

anas are undet increasing pressure for greater transpareney, mandateuor voluntary ctilct nlignment ol externaly reported inlormation with lhat which is reported 
cnaly. Stakeholders expect intensified corporate dissemination regardinig tisA, anad 

coniext lor slablishing risk repoting procesE> 
nc organizational resources (such as individuals wilh the ne 
ind experience financial resourves, und access to reyue nfomalion 

awureness of the critical role of proper risk managenent. 
ecslon ust be taken on which risks lo report in waat ueta"* 

* 
fequency. 



In view of this, an organization should provide accurat rate, Lomehy 
y 

reports fo meet the exiciat stakcholdeT s needs. Specifically. a revicw ot the eitectiveness or the risk anagement sy stem 

eg to enterprise 
risA mnag 

yns 

cwanuae 

an 
control risks. 

Elfective Risk 

ard hgh qu 
t sthould petioduca y on 

anagement (ERM) 
NCp magene 

dec 

TSA 
TtOs 

are 
intcTeiated 

in an 

and tepwnt t 

sakrhe 
and a rubust assessmcrnt ot the prneipal risks, deseribing them and rund i 

organizaLO. 

are being managcu or miugateu. drganizations may consider 
preparing ditlercn, 

how 
o mi 

Types o Risk 

1. Operational risw 
risk reports for ditiereni exiermai stakenolders. whilst internal risk teports Market risk 

th 
audiences, etemal isk Teponung. neuang corporate annual tepens Aquidity risk 

interest rale risk 

nadly include both cxternal useTS and interested iniernal groups. 
risk * y TIsk 

Risk Management Organization Structure: 

Operatiana 
Organizalional slructure is the trainework that holds an organizatc to 

Operational risk is the risk a5SONLaled with the oerations ot an organizAljon, It inciudes the 

defines the lines ol authonty winin a compiny, nOnpror orzanizatkon o govemne 
arganizalional nisks as well as risk uue to exteral cweits such as tire, tlood or forgery. 

Losses due to operalion risk can be both direct and indirect. 

Market riss 

isk of loss afising irom traid, system TaniureS. trading etror and many other internal 

apency A well detined organizZational suructure proudes a clcar path for fisk asseun procodures Belore fisk sSessien eams can 

ego work, cach member of the ican n have a good working understanding ot hoth company s orgai~ed The otgatca 
Sracture will show tean members who responsible lor cach area r operaticn tei RBI has delined market risk as the posigility of loss to a bank caused by changes n the 

arket. Market isk neludes the rist the degree of volatilty of market prices of bonds, 

scuriies, commodities, loreigpeichange rate ete. which will change daily profit and loss 

valuated 

a) Traditional Structures 

ONCr tume 
raitional organizational stru�tures typically show clear lines of authurity thar enr 

Ligwidity riss Cenural manager at the top of the organizatum. The aulliority eseu 
anent B ciearly detined by ils place wilhin he organzati Liquidiy is the ability to efliciently accommodate deposit as also reduction in liabilites and 

peralions can become bogged down when assessment operalions arc ta 
rEy tollow established lines of authority in the company. The managemut 

to fund the laan. Liquidity risk consists of Funding Risk, Time Risk and Call Risk. The casfh 

LoW àre placed in difierent lime buckets based on future likely behaviour of assets, 

labilties and off-balance sheet ikems. 
Dishcd lines can become a complicated process rcquitg 

the senier lecadenship. 

Interest rate risk 
b) Modem Structures 

ale Kisk is the potential negative impact on the Net Interest Inconie and relers to 
EnIZatinFr ganizational structures are arranged around teans, 

e wulinerability of an institution's tinancial condilion to the movement in interest rates. 
rgai /ational functions and virtual operations. These types 

uC rato altect carnings, value of assets, liability oft-balance shect ilems and cash low. 
aw 

companies greater lexibility to react and adjus 
Cnangint arket aufu 

uacing technology. Risk assessment leams may ind modern orgauna 

understand because there may not be clear lines ur au 

dentitied risks, In response to these changing business realines, 



Regulatorn r 
As hanks aceepe uep" "O P oUsty betteg 

Interest 
rate 

sensitive 

assets, 

lanintiess 

and 

ot-alance 

sheet 
posilions 

arc put 
into a 

series 

of 
pre-defined 

time-hands 

based 
on 

her 
maturiy 

(tixeu 
rate) 

and he tme 
remaining 

for 

their next 
repricing 

(oatng ralc). 
1hese 

ime 
Dands 

are 

octenmineu by 
cmpirical 

studies 

cTance s 
epcced from 

As hanks deal with public tunds and nioney, lhey are subject to varirn 
on complunee or 

t y eEnons leave litle sco eglahons and time to 
businesses. Hunks should cam the art of playing dcxckpng husiness ctav iick wih m trge 
cantrols 

and pasr epreie es 
DankS 

Risk Apgrlon and Canital Allocation 
Conclusion: 

Basle Committee naw recognizes that cupilal adequacy in relat. 
CoLfi necessary condition 1or the ong-iEn sounacss ut banks. Ianks use dillcc 

Risk marnagement 
s a 

sinucturcu 

aPproacnmethodok'ES 

Ot m.anaging 
uncertainy 

strategies 
to manage an 

risk gation using 
resource cmow 

etietiUmanagement. 

Stralegies Ihat can be .Lken 
include mav ing tiSK to other pates, avoiding rskS, Feuucing 

the negative 
elfects of risk, and accommodating 

some or all ot the consequences 
of certain 

threats 
seTieS o 

hurman activ ities inc huding 
RISk 

asSessmient, 
developing 

related to 

estimate tuhei aeeae *p SE *e cuverad hy en 

pruvisions and unexpecica os Tque apita aathI whah is deemicd confidence levels, time hori70n, diversiticattzin arncd corre lation ln the RARIN teon 
3ks. 

Financial risk anageeni, 
u e oner nand, �cuses on isAS Cnat can De mnaged 

sing 
tanancal 

insiruents. 
1 ne goal 

of mpiergetmg 
Sk malnaEcent 

is o reduce he 
risk is measured n teris ot wartlbiy o aitai is thereafter allxali 
actiwities as a Tunethon ut mls risk 

Ua Casure In the FaR Iranewerk 
dilterent rsAS ASSNE LatCd 

witn une choscn ata levet acceptable 
to the community 

Ihis can be in the lori o1 various typeol 
threals causcd by he environment, technotogEY 

peuple, organizalionis 
and poiiticse impicimentation or fisk m.anagement neates a 

fmcans avallabie to iurmians, in ptihcular, to isk mlanagement entities is hurman, stall and 

posituors re tequired to cary an expectcd ralyt retur n allocaled sapita 

Ihe ITrading look 
he top managcment of bankssbould lay down policies with regard n vntume maita 
matiurity, holding period, stop los, defeasance period, ralingstandards. etc tr ne gana 

Cpolential price risk to changes in market risk factors should e esteate, t 
Eveioped Value at Risk (VaR) models. Loss making tolerance kve ree 

uatcu to ensure that polential impact on earmings is managed withit du 
limits 
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hanges t market interest rates have am ipact ianks 
ce shoets Hru 

ac K measufement sy stems that assess the elfects ot rate Chumes 
naty 

C walue. Various techniques are available,rangnE 
d Staiic sirmulation to highty suplhisticated dynim 

dolli 
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