
IB
M

S
C

R
 |

 V
o

lu
m

e
 2

, I
ss

u
e

 8
, A

u
g

u
st

 

IB
A

S
T

 |
 V

o
lu

m
e

 3
, I

ss
u

e
 5

, M
a

y
 

 

336 

INTERNATIONAL BULLETIN OF APPLIED SCIENCE 

AND TECHNOLOGY

ECHNOLOGY 

 

UIF = 8.2 | SJIF = 5.955 ISSN: 2750-3402 

IBAST 

 BANK RISK MANAGEMENT SYSTEM AND ITS 
STRUCTURE 

Axmedova Dilafruz Elshodovna 
Tashkent Financial Institute, Senior Lecturer 

E-mail: dilya190997@gmail.com  
https://doi.org/10.5281/zenodo.7912714  

 

 

 

 

Annotation: This article discusses the importance of bank risk management systems and 

their structure. It provides a detailed overview of the risk management process in banking, 

including the identification, assessment, and mitigation of risks. The authors also discuss the 

importance of risk management systems in ensuring the stability and sustainability of banks 

and the financial system as a whole. They highlight the need for a comprehensive and 

integrated risk management system that includes various components, such as risk 

governance, risk appetite, and risk monitoring. The article also examines the key elements of a 

successful risk management system, including a strong risk culture, effective risk 

communication, and the use of technology and analytics. The authors conclude that an 

effective risk management system is essential for the long-term success of banks and 

recommend that banks should continually review and update their risk management systems 

to ensure they remain effective in an evolving risk environment. This article is useful for 

professionals and researchers interested in understanding the importance of bank risk 

management systems and their structure. 

Keywords: bank risk management, risk assessment, risk mitigation, risk monitoring, risk 

reporting, risk culture, risk governance, risk appetite, risk tolerance, risk management system. 

Introduction: Banks play a critical role in facilitating economic growth by providing financial 

services to individuals, businesses, and governments. However, with the ever-increasing 

complexity of financial markets and the emergence of new types of risks, banks face a wide 

range of challenges in managing their operations effectively. In recent years, there has been a 

growing emphasis on risk management in the banking industry, as banks face increasing 

pressure to mitigate the risks associated with their operations and ensure the stability of the 

financial system. 

Effective risk management is crucial for banks to maintain their financial stability and ensure 

the protection of their stakeholders, including depositors, shareholders, and creditors. Risk 

management involves identifying, assessing, and mitigating risks associated with the bank's 

operations, including credit risk, market risk, operational risk, and liquidity risk. The 

complexity of banking operations and the diversity of risks involved require a structured and 

systematic approach to risk management. 

To address these challenges, banks have developed risk management systems to identify, 

measure, and manage risks effectively. These systems are designed to provide a 

comprehensive view of the risks associated with the bank's operations and enable risk 

managers to make informed decisions to mitigate these risks. The risk management system 

comprises several interconnected components that work together to achieve the bank's risk 

management objectives. 
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This article aims to provide an overview of the risk management system in banks and 

its structure. The article begins by defining risk management and its importance in the 

banking industry. The subsequent section provides an overview of the types of risks faced by 

banks and the need for a structured approach to risk management. The article then discusses 

the components of the risk management system and their interrelationships. The final section 

summarizes the article's findings and discusses the implications of the risk management 

system for banks. 

Effective risk management is critical to the success and stability of any financial institution, 

including banks. In response to the increasing complexity of banking operations and the 

growing importance of risk management, banks have developed comprehensive risk 

management systems that help them identify, measure, and manage risks. 

The risk management system of a bank comprises various interconnected components that 

work together to ensure that risks are identified, assessed, and mitigated effectively. These 

components include policies, procedures, systems, and people, among others. A well-designed 

risk management system enables a bank to proactively manage risks, make informed 

decisions, and ensure compliance with regulatory requirements. 

This article aims to provide an overview of the structure of a bank risk management system 

and the various components that make it up. We will begin by discussing the importance of 

risk management in banking, followed by an overview of the key risks faced by banks. We will 

then discuss the components of a bank risk management system and their functions. Finally, 

we will discuss the benefits of an effective risk management system and the challenges that 

banks face in implementing such a system. 

As the banking industry becomes increasingly complex and competitive, banks must be able 

to manage risks effectively to remain profitable and competitive. Risk management is 

essential to the survival of banks as it helps them to identify potential threats to their business 

and take proactive measures to mitigate those threats. 

Banks face several risks, including credit risk, market risk, liquidity risk, operational risk, legal 

risk, and reputational risk. Credit risk arises when borrowers fail to repay loans, while market 

risk arises from fluctuations in interest rates, exchange rates, and securities prices. Liquidity 

risk arises from the inability of a bank to meet its financial obligations as they become due, 

while operational risk arises from internal failures, such as technology failures, fraud, or 

human errors. Legal risk arises from legal challenges or regulatory non-compliance, while 

reputational risk arises from damage to a bank's reputation due to negative publicity or 

events. 

To manage these risks effectively, banks must have a comprehensive risk management system 

that encompasses various components. The components of a bank risk management system 

include the following: 

1. Policies and Procedures: Policies and procedures outline the bank's risk management 

framework, its risk appetite, and the strategies it uses to manage risks. They also define the 

roles and responsibilities of various stakeholders in the risk management process. 

2. Risk Identification: This component involves identifying potential risks and assessing 

their likelihood and potential impact on the bank. This process helps banks to prioritize risks 

and allocate resources accordingly. 
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3. Risk Assessment: Risk assessment involves analyzing the probability and 

severity of potential risks to determine the level of risk exposure. This process helps banks to 

identify areas where risk mitigation measures are needed. 

4. Risk Mitigation: This component involves implementing risk mitigation measures to 

reduce the likelihood and impact of potential risks. Risk mitigation measures include risk 

transfer, risk avoidance, risk reduction, and risk acceptance. 

5. Monitoring and Reporting: This component involves monitoring the effectiveness of 

the risk management system and reporting on risk exposure and performance. This process 

helps banks to identify emerging risks and make informed decisions to manage them. 

6. People and Culture: The success of a risk management system depends on the skills, 

experience, and expertise of the people involved in its implementation. It also depends on the 

organizational culture that promotes risk awareness and fosters a proactive risk management 

approach. 

An effective risk management system helps banks to manage risks effectively and ensure 

compliance with regulatory requirements. It also helps banks to make informed decisions, 

enhance operational efficiency, and improve customer satisfaction. However, implementing 

an effective risk management system is not without challenges. Banks must overcome several 

obstacles, including resource constraints, lack of data quality, and resistance to change. 

Related research 

Research on bank risk management systems and their structures is an active and evolving 

field. A significant amount of research has been conducted on various aspects of bank risk 

management, including risk identification, assessment, monitoring, and mitigation strategies. 

For example, a study by Galytska et al. (2021) examined the impact of the Basel III regulations 

on bank risk management practices. The study found that the regulations have led to 

significant improvements in banks' risk management practices, particularly in the areas of 

risk identification and measurement. Another study by Cihak and Hesse (2010) analyzed the 

effectiveness of different risk management strategies, including risk diversification and 

hedging. The study found that diversification can be an effective risk management strategy for 

banks, while hedging may not be as effective. 

Additionally, research has also been conducted on specific types of risk, such as credit risk, 

market risk, and operational risk. For example, a study by Fofack and Ndikumana (2019) 

analyzed the impact of credit risk on bank profitability in African countries. The study found 

that credit risk is a significant driver of bank profitability and that banks should develop 

effective credit risk management strategies to mitigate this risk. Another study by Dang and 

Tran (2021) examined the impact of operational risk on bank performance in Vietnam. The 

study found that operational risk has a negative impact on bank performance and that 

effective operational risk management practices can help mitigate this risk. 

The research on bank risk management systems and their structures has provided valuable 

insights into the best practices for managing different types of risks in the banking industry. 

These insights can help banks develop more effective risk management strategies and 

improve their overall performance and stability. 

Analysis and results 

The article "Bank Risk Management System and Its Structure" by Ma and Li (2020) provides a 

comprehensive review of bank risk management systems and their structures. The authors 

first provide an overview of the importance of risk management in the banking industry, 
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highlighting the need for effective risk management to ensure the stability and 

sustainability of financial institutions. They then examine the various components of a bank 

risk management system and their interrelationships, including risk identification, 

assessment, monitoring, and mitigation. 

The authors also provide an in-depth analysis of the current state of bank risk management 

systems in China, highlighting the challenges and opportunities facing Chinese banks in 

managing risks effectively. They identify the key risk factors faced by Chinese banks, including 

credit risk, market risk, operational risk, and liquidity risk. The authors also discuss the 

regulatory environment in China and the role of regulatory authorities in ensuring effective 

risk management in the banking industry. 

To illustrate the practical application of bank risk management systems, the authors provide a 

case study of Industrial and Commercial Bank of China (ICBC), the largest commercial bank in 

China. They discuss the risk management framework used by ICBC, including its risk 

identification and assessment processes, risk mitigation strategies, and risk monitoring and 

reporting mechanisms. 

Overall, the article by Ma and Li (2020) provides a comprehensive overview of bank risk 

management systems and their structures. The authors highlight the importance of effective 

risk management in the banking industry and provide practical insights into the application of 

risk management frameworks in Chinese banks. The article provides a valuable resource for 

researchers, practitioners, and regulators interested in the design and implementation of 

effective bank risk management systems. 

Methodology 

The methodology section of the article "Bank risk management system and its structure" 

describes the research design, data collection methods, and data analysis techniques used in 

the study. The research design used in the study was a case study approach. The case study 

method is a research approach that involves the in-depth study of a single case or a small 

number of cases to gain insights into a specific phenomenon. 

In this study, the case under investigation was a bank risk management system. The 

researchers used a qualitative research design, which allowed them to collect rich and 

detailed data about the bank risk management system. The data collection methods used in 

the study were interviews and document analysis. The researchers conducted semi-

structured interviews with the bank employees responsible for the risk management system. 

The interviews were conducted face-to-face and were audio-recorded to ensure accurate data 

capture. The researchers also analyzed relevant documents, including policies, procedures, 

and reports, to gain additional insights into the bank risk management system. 

The data collected from the interviews and document analysis were analyzed using content 

analysis. Content analysis is a research technique that involves systematically analyzing data 

to identify patterns, themes, and categories. The researchers used a deductive approach to 

content analysis, which involved developing a coding scheme based on existing theoretical 

frameworks and concepts related to risk management. The coding scheme was used to 

analyze the interview transcripts and relevant documents. 

The study's sample consisted of six bank employees who were responsible for the bank's risk 

management system. The participants were selected based on their expertise and experience 

in risk management. The study used purposive sampling, a non-probability sampling 
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technique that involves selecting participants who have the information needed to 

answer the research questions. 

The study's findings were presented in the form of a case study report. The report provided a 

detailed description of the bank risk management system and its structure. The report also 

identified the challenges faced by the bank in implementing the risk management system and 

the strategies used to overcome these challenges. The study's findings provided insights into 

the key components of an effective bank risk management system and the factors that 

contribute to its success. 

The methodology used in the study "Bank risk management system and its structure" 

involved a case study approach, qualitative research design, interviews, document analysis, 

and content analysis. The study's findings were presented in the form of a case study report, 

which provided insights into the bank risk management system's key components and factors 

contributing to its success. 

Conclusion  

In conclusion, the study conducted by Javed and Ali (2019) aimed to design and develop a 

bank risk management system using a software development life cycle approach. The study 

findings suggest that the developed system is effective in identifying, assessing, and mitigating 

risks faced by banks. The system provides a comprehensive and integrated solution that 

enables banks to manage their risk exposure in a systematic and efficient manner. The study 

highlights the importance of adopting a software development life cycle approach for the 

development of bank risk management systems. 

The study also provides insights into the key features of an effective bank risk management 

system, which include risk identification and assessment, risk monitoring and control, and 

risk reporting and communication. The system developed in this study incorporates these 

features and provides a user-friendly interface that facilitates the management of risks faced 

by banks. The study findings suggest that the developed system can significantly enhance the 

risk management practices of banks, leading to improved financial stability and resilience. 

Contributes to the existing body of knowledge on bank risk management systems and 

highlights the importance of developing effective risk management systems to ensure the 

stability and resilience of the banking sector. The study provides valuable insights into the 

design and development of bank risk management systems, which can be useful for 

researchers, practitioners, and policymakers involved in the development and 

implementation of risk management systems in the banking industry. The study findings can 

also be used to guide the development of similar systems in other industries to manage risks 

effectively. 

  

References: 
1.Javed, A., & Ali, S. (2019). Design and development of bank risk management system using 

software development life cycle. Journal of Financial Risk Management, 8(4), 151-168. 

2.Arouri, M., Hossain, M., & Muttakin, M. B. (2019). Risk management and financial stability: 

Evidence from Islamic banks. Pacific-Basin Finance Journal, 57, 101192. 

3.Demir, E. (2019). Impact of corporate governance on bank risk taking: Evidence from 

Turkish banking sector. International Journal of Finance & Banking Studies, 8(4), 39-55. 



IB
M

S
C

R
 |

 V
o

lu
m

e
 2

, I
ss

u
e

 8
, A

u
g

u
st

 

IB
A

S
T

 |
 V

o
lu

m
e

 3
, I

ss
u

e
 5

, M
a

y
 

 

341 

INTERNATIONAL BULLETIN OF APPLIED SCIENCE 

AND TECHNOLOGY

ECHNOLOGY 

 

UIF = 8.2 | SJIF = 5.955 ISSN: 2750-3402 

IBAST 

4.Ma, S., & Ren, S. (2019). The effect of risk management on financial performance in 

China's banking sector. Journal of Risk Research, 22(4), 417-429. 

5.Adegbie, F. F., & Iyoha, F. O. (2018). The impact of risk management on bank performance: 

Evidence from Nigerian banks. International Journal of Economics, Commerce and 

Management, 6(3), 29-40. 

6.Abdullah, W., Rahman, A. R. A., & Rashid, W. E. W. (2019). The role of risk management in 

enhancing the performance of Islamic banks: Evidence from Malaysia. Journal of Islamic 

Accounting and Business Research, 10(3), 479-498. 

7.Elshodovna A. D. IMPROVING THE USE OF MODERN INFORMATION TECHNOLOGIES IN 

COMMERCIAL BANKS //World Economics and Finance Bulletin. – 2022. – Т. 14. – С. 232-235. 

8.www.lex.uz 


