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Abstract

The study aimed to identify the impact of financial risks in their various
dimensions on the financial performance of insurance companies in the
Kingdom of Saudi Arabia. The research problem was framed in a central
question: Is there a statistically significant impact of financial risks on the
financial performance of insurance companies in the Kingdom of Saudi
Arabia? To answer this, three main dimensions of financial risk were
identified: operational risks, legal and regulatory risks, and market risks, and
each was analyzed separately in terms of its effect on financial performance.
The study adopted the descriptive-analytical approach and used an electronic
questionnaire as the data collection tool. A simple random sample of 100
financial managers and financial analysts working in insurance companies in
the Kingdom was selected. The collected data were analyzed using SPSS,
employing several statistical methods, including Cronbach’s alpha for
reliability testing, linear regression analysis for hypothesis testing, as well as
means and standard deviations to describe the data.

The study reached several significant findings, most notably the presence of a
strong and statistically significant positive impact of financial risks on the
financial performance of insurance companies. It was revealed that a 1%
increase in financial risks leads to a 92.2% improvement in financial

performance. Among the three dimensions, market risks had the strongest

impact, contributing to an 81% improvement, followed by operational risks at
77.8%, and legal and regulatory risks at 74%. The results also indicated that
the financial performance indicators were rated as high by the study
respondents.

In light of these findings, the study presented several key recommendations,
including: enhancing operational efficiency and technical infrastructure,
investing in employee training on insurance laws and regulations, and
adopting measures to minimize operational errors and improve companies'
ability to manage market volatility.

Keywords: Financial Risks, Financial Performance, Insurance Companies,
Kingdom of Saudi Arabia.
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