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-Abstract

This study examines operational risk management in financial institutions, a
topic that has gained increasing importance due to the rapid digital
transformation in the financial sector. The research problem lies in the
challenges financial institutions face due to human errors, system failures,
financial fraud, and cyberattacks. With the rise of financial technology
(FinTech) and the growing reliance on digital solutions, understanding how to
assess and effectively manage operational risks has become crucial.

The study aims to analyze the key factors influencing operational risk
management and explore the role of artificial intelligence (AI), cloud
computing, and regulatory compliance in mitigating these risks. A
descriptive-analytical methodology was adopted to collect and analyze data.
The selected sample included financial institutions in Saudi Arabia, and data
were gathered through surveys and interviews with risk management experts
and financial technology specialists. Additionally, statistical and analytical
methods were applied to extract accurate insights.

The findings indicate that the adoption of advanced digital solutions, such as Al
and machine learning, helps financial institutions predict and reduce
operational risks by analyzing big data and monitoring suspicious activities.
The study also found that compliance with international regulatory
standards, such as Basel Committee requirements, plays a crucial role in
strengthening operational risk management and reducing its adverse impact on
financial stability. Furthermore, institutions investing in cybersecurity
infrastructure are less likely to suffer from cyber threats that could lead to
significant operational losses.

Based on these findings, the study recommends that financial institutions enhance
their operational risk management strategies by integrating modern
technological solutions, updating internal policies, and training employees
on protection measures and rapid response procedures. Additionally, it
suggests that regulators and financial institutions should collaborate to develop
flexible and adaptive regulatory frameworks that respond to market changes
and technological advancements.

Keywords: Operational risk, financial institutions, digital transformation, financial
technology, artificial intelligence, regulatory compliance, cybersecurity
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