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Abstract

This study aims to evaluate the effectiveness of risk management strategies adopted
by local banks and to analyze the challenges and risks facing financial institutions and how
they are addressed. It also assesses the extent to which risk management principles are applied
and adhered to by financial institutions. The study followed a descriptive analytical approach,
and a questionnaire was distributed to a random sample of employees in government banks
in Riyadh. A total of 350 valid questionnaires were obtained for analysis. The researcher used

a set of statistical methods to analyze the data.

The results revealed a strong and statistically significant positive correlation between
risk management strategies—namely, risk avoidance strategy, risk reduction and prevention
strategy, risk retention strategy, and risk transfer strategy—and financial performance in local

banks in the Kingdom of Saudi Arabia, at a significance level of 0.05.

In light of the findings, the study recommends enhancing the comprehensive
implementation of risk management strategies across all departments within banks, not only
in financial departments, to ensure institutional integration. The study also emphasizes the
need to further develop the risk reduction and prevention strategy due to its direct impact on

minimizing losses and improving financial performance.

Keywords: Risk Management Strategies — Financial Performance — Local Banks
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