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« The importance of using financial engineering techniques in risk management in
Islamic banks (case study)»

Abstract :

The subject of this thesis aims to explain and clarify the importance of risk
management in Islamic banks using financial engineering techniques, according to the case
study methodology, and Al Salam Algeria Islamic Bank was chosen as case study, This is
done by addressing in the theoretical framework, the definition of financial engineering
and its techniques, and risk management in general, and specifically in Islamic banks, with
the presentation of previous studies, while in the applied framework, we tried to apply the
use and adaptation of financial engineering techniques for risk management on EIl Salam
Algeria Islamic Bank, among these techniques that were used in this study; it is the
technique of stress testing, in order to try to predict the risks, based on scenarios of
possible shocks, and the results were that the Bank EI Salam Algeria resisted when it was
exposed to the shocks of stress testing for the year 2022, due to the financial ease that this
bank enjoys.

Keywords:

financial engineering, risk management, Islamic banks, stress tests, IFSB, Al Salam
Algeria Bank.
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Banks begin small-scale stress tests of their
trading activities.

Market risk amendment to the Basel Capital
Accord.

IMF and World Bank launch the Financial Sector
Assessment Program (FSAP).

National central banks and supervisory
authorities begin to develop their own
independent bank stress tests.

Basel Il introduces requirement for credit risk
stress testing by banks.

Federal Reserve begins the Supervisory Capital Assessment
Program (SCAP).

Committee of European Banking Supervisors (CEBS)
begins inaugural EU-wide stress test.

Federal Reserve begins Comprehensive Capital
Analysis and Review (CCAR) programme which
incorporates an annual bank stress test.

Bank of England begins annual stress-testing
programme.

Kieran Dent and Ben Westwood, Miguel Segoviano, Stress testing of : jaaal

banks, Quarterly Bulletin 2016 Q3, p: 132.
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