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The role of financial engineering techniques in risk management using the simulation

method for a sample of banks listed in the Iraq Stock Exchange
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Abstract

Through financial engineering, its methods and tools, we can
control and accurately define risks and be able to monitor
important changes in the risk situation. Financial engineering can
give us a complete idea of how to hedge against the risks that
commercial banks or financial institutions in general may be
exposed to, and prevent losses. While making sure that banks and
financial institutions obtain an appropriate return as a result of the

risks that they may face.

This research mainly aims to identify the various aspects related to
financial engineering and to identify risks and their impact on
commercial banks through their tools to reduce the impact of risk
as well as to identify the type of risks facing commercial banks, the

research sample and try to address them in a simulation way,
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and to determine the extent to which the simulation technique can
be applied in engineering Financial risk management in

commercial banks.

The research tries to ask a set of questions, including: Are the
commercial banks, the research sample, tending towards the use
of financial engineering tools, and does this contribute to
supporting risk management? Is there sufficient awareness of the
concept of financial engineering in commercial banks in general

and the research sample banks in particular®

The research stems from the hypothesis that (it is possible to rely
on the quantitative methods used in financial engineering to build
and engineer a risk measurement model issued by commercial
banks, based on the simulation model related to the guiding

principles of risk management in commercial banks).

The research sample consisted of three banks listed on the Iraq
Stock Exchange, which are (Bank of Baghdad, the Commercial

Bank of Iraq, and the National Bank of Iraq).

In this research, we try to use the simulation method as a means
to measure the role of financial engineering in the risks that the

research sample banks may be exposed to.
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1.Saundersc A. and M.M. Cornett Financial Institutions
Management: A Risk Management Approach. (New York: McGraw
Hillc 2006)

2.Dossier de lecture : Analyze & couverture des rescues de credit¢
SIBF « Mars 2000 .

3.John F¢< Marshall< Dictionary of Financial Engineering: Wiley
series in financial engineeringc New York¢ John Wiley and sons:
2000.

4. YUH-DAUH LYUU:< FINANCIAL ENGINEERING AND
COMPUTATION Principles< Mathematics« Algorithms< Cambridge
university press«< 2004
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