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Risk Management in Islamic Banks
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Abstract

The banking industry cannot operate without facing several risks that need to be identified and measured in order
to determine the correct way of managing and controlling them. The risks facing Islamic banks can be divided into
financial risks arising from the bank financial relationships with others and non-financial risks that are resulting from
technical, regulatory and legitimate errors where the bank is located. However, both types of risk lead to financial losses
which need to be predicted and measured through risk management. This concept is not strange for the Islamic financial
transactions jurisprudence but compliance with the rules of Islamic law, which requires equity between the bank and

the customer in sharing losses and returns.

From this perspective, Al Baraka Bank of Algeria is working to create a balance between return and risk through risk
management, with adhering to the rules of Islamic law; local and international legislations that organizing this process.
Due to the inadequacy of the financial system with the requirements of Islamic banks in Algeria, Al Baraka Bank of
Algeria favors financing operations of a commercial nature characterized by guaranteed returns and moderate risk, and
avoids those financing formulas where risk is high, which forced the bank to hire experts in various economic fields to
conduct a feasibility study of the funded projects, which increases the volume of costs which do not generate sufficient

returns.

Keywords: Risk, Financial Risk, non-financial Risk, Risk Management, Basel Convention.
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