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Abstract:

This study examines the impact of credit risk management on the stability of the financial sector
in the Kingdom of Saudi Arabia. Effective credit risk management plays a crucial role in enhancing
the stability of banks by reducing losses arising from non-performing loans. The study aims to
analyze the credit risk management strategies implemented by Saudi banks, evaluate their
impact on the financial performance of these institutions, and focus on the challenges faced by
banks in implementing these strategies.

A descriptive-analytical approach was employed to collect and analyze data. A questionnaire
targeting professionals responsible for credit risk management in Saudi banks was designed, and
the results were analyzed using statistical analysis techniques. The findings indicate that Saudi
banks utilize a range of credit risk management strategies, such as credit classification, financial
analysis of borrowers, and the use of technologies like artificial intelligence to improve credit
assessment processes. However, these banks face significant challenges, such as regulatory
constraints, lack of awareness and training, and the impact of economic fluctuations on their
management strategies.

The study concludes that effective credit risk management significantly contributes to the
stability of the Saudi financial sector, mitigating potential risks that could affect the financial
system. The study also recommends the need to enhance staff training, adopt advanced
technologies for risk assessment, and strengthen cooperation between banks and regulatory
bodies to address future challenges.

Keywords: Credit Risk Management, Saudi Financial Sector, Financial Stability, Saudi Banks, Non-

performing Loans, Risk Analysis.
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