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This study focuses on exploring the impact of loan guarantees on banking risks, using
utility theory and the descriptive analytical approach to analyze data and determine the
relationship between guarantees and risk levels. The study aims to understand how
guarantees contribute to reducing banking risks and providing additional protection to
banks in case of borrower default, as well as enhancing financial stability and improving
banking decisions. The results showed that guarantees effectively contribute to reducing
banking risks .The study recommends improving guarantee policies and implementing
innovative risk management strategies to maximize the benefits of guarantees and
improve bank performance. However, the study could benefit from adding some
clarifications to the methodological section to better explain how the data was analyzed
and how the relationship between guarantees and risks was determined for a deeper
understanding of this relationship. One of the main goals of the study is to serve as a
reference for individuals considering future loans, such as family and marriage loans,
helping them understand the importance of guarantees .Overall, this study contributes to
improving loan policies and their guarantees, leading to a more stable financial system
and increased confidence in banking institutions, thereby achieving broader economic and

social benefits. 4
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English abstract

This study examined the impact of loan issuance on risk management at the Social
Development Bank, utilizing a descriptive analytical approach and utility theory, with a
focus on the Western Region in Jeddah. Data were collected through surveys directed at
employees, and the results revealed that real estate collateral was the most effective in
reducing default rates, leading to a 20% decrease in non—performing loans. In contrast,
personal and commercial guarantees were less effective, exhibiting higher default rates.
The study also highlighted that enhancing evaluation and monitoring policies reduced
financial risks by 15%. The analysis demonstrated that diversifying the types of collateral
and employing advanced financial analysis techniques improve the effectiveness of risk
management and ensure the bank’s financial stability, emphasizing the strategic use of
collateral.The study aims to provide a comprehensive comparison with previous research
and identify areas for improvement, offering valuable insights for the bank to strengthen its
credit policies, which enhances financial stability and reduces the risk of non—performing
loans, while contributing to more effective risk management strategies. The impact of this
master’s study on loan guarantees and risk management on the community lies in
reinforcing the stability of the banking and financial sector by reducing default rates,
thereby ensuring safer funds for lending and increasing opportunities for individuals and
businesses to secure necessary financing. Improved risk management helps protect the
financial system from potential crises, positively affecting the overall economy and
contributing to sustainable economic growth. Additionally, the study raises awareness
within the community about the importance of risk management and the mechanisms
used to minimize it, fostering a financially literate culture and encouraging informed
financial decision—-making. Overall, this master’s study plays a pivotal role in enhancing
trust between banks and borrowers and supporting the local economy by creating a safe
and stable financial environment. Finally, the Social Development Bank is a crucial
element in enhancing individuals' lives by providing financing and financial services that

support personal and professional goals.
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