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Abstract: In carrying out their activities, commercial banks, as well as any
business entities operating in a market economy, strive for maximum profit.
However, it should be noted that any operations carried out by banks have
ahighriskimpact.The article analyzes the economic significance of banking risks, the
scientific views and approaches of various scientists and researchers, as well as
focuses on their calcification.
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Introduction
The fact that there is still no specific approach to the interpretation of bank

risks makes it a key issue to analyze and study as a current issue. In domestic and
foreign economic literature and research, we can see different definitions and
approaches given to bank risks.

Commercial banks, like any business entities operating in a market economy,
focus their activities on maximizing profits. The bank's activity is characterized by
risks arising from the specific characteristics of its activities, in addition to the
impact of general risks specific to economic entities.

The peculiarity of the risks of bank operations is that the level of risk assumed
by the bank is mainly determined by the objective or subjective level of risk of
customers. The higher the level of risk inherent in the type of activity of the bank's
customers, the greater the risk that the bank can expect when working with these
customers. Transactions related to the attraction of temporarily free funds in the
money market and their placement in various types of assets (including loans)
determine the financial stability of commercial banks of their customers, as well as
the state of the money market and their specific position in the state economy in
general.

Literature review

In domestic and foreign economic literature, there is no single approach not
only about the nature of bank risk, but also about its classification and division into
categories. First of all, it depends on the different goals and tasks set in the
systematization of risks, as well as the features of using the classification for the
development of further proposals in the field of risk management.
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Classification of risks means their distribution, division, division into specific

groups according to certain criteria in order to achieve the specified goals.
Scientifically based classification allows to clearly determine the position of each type
of risk in the overall system.

In his research, Tojiev (2018) defines bank risk as he puts it, that is, bank risk
is the loss of part of the bank's funds in the process of carrying out banking activities,
or when carrying out bank operations (deposit, credit, investment, currency) hoping
for a positive result, above. states that the mentioned negative points are likely to
occur and classifies them as follows (Table 1):

Table 1
Bank risks classification

low, average and complete risks

Systematic risks , irregular risks

pure and artificial risks

The past with dependent , current or prospective risks
It's open and closed

General and private

External and internal risks

Kovalenko (2013) and Mastyaevaand Mirzakhanyan(2014) consider bank risk
as the possibility of losses and damages in the form of loss of assets, inability to
receive planned income or additional expenses as a result of the bank's financial
operations.

Penyugalova (2013) made the following conclusions as a result of her research
in the field of banking risks, according to which banking risk is a subjectively
objective category, which reflects the situation in which there is a possibility of
(different than expected) development of events arising from the uncertain influence
of external and internal factors in banking activity. these alternatives are actions that
require decision-making taking into account the actual deviations from the available
action (inaction) and expected results.

Semenova and Kutukovalar (2019) define bank risks in their scientific work,
bank risk is an activity carried out in conditions of uncertainty aimed at obtaining a
high financial result and eliminating possible unpleasant situations, and divide it
into the following classifications. (Table 2)
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Table 2
Classification of banking risks

Operating - Regulatory risks;
environment - Competitive risks;
risks - Economic risks;
- Country risk
Management - Risk of fraud;
risks - Risk of ineffective organization;

- The risk of the bank's management not being able to
make firm, purposeful decisions;
- The risk that the bank system of payment of wages does
not provide adequate incentives.
Financial - Technological risks;
services delivery - Operational risks;
risk - The risk of introducing new financial instruments;
- Strategic risk.
Financial risks - Interest rate risk;
- Credit risk;
- Liquidity risk;
- Unbalanced risk;
- Currency risk;

- The risk of using debt capital.

Economist professor Babicheva (2008) proposes a tariff for bank risk,
according to which he states that "bank risk is the probability of an event that will
negatively affect the bank's profit or capital.”

In their studies, Bogolov et al. (2020) and Nikolaeva (2016) gave a standard
rate to banking risks, that is, they argue that banking risk is the probability of
unexpected events with negative consequences, expressed in the loss of profits,
income or assets, characteristic of banking activities.

Professor Abdullaeva (2003), one of our mature national economists in the
field of banking activity, gave a generalized definition of bank risks, that is, bank risk
is the risk of losing part of the bank's funds in the process of carrying out banking
activities , or hoping for a positive result in banking operations (deposit , credit,
investment, currency) gives the definition that it is a transfer and describes the risks
of the bank in detail (Table 3).
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Table 3
Systematic classification of bank risks

Low, medium, full

Systematic, unsystematic

Pure, artificial

Retrospective, current, prospective
Open, closed

Private, general

Internal, external
Balance transactions, off-balance sheet transactions,
financial transactions

Political, economic, natural

District, region, country, world

Research methodology

In the course of research, the theoretical foundations of the emergence and
formation of bank risks were studied, comparative analysis of bank risks in different
periods and countries, many theoretical literature on the subject, logical thinking
based on empirical research, scientific observation, systematic approach methods
were widely used.

Analysis and results discussion

During their activity, commercial banks face various risks. In the conditions of
the breadth of the banking industry and the diversity of banking products and
services, the classification of banking risks is of great importance. Depending on
certain criteria, bank risks can be expressed as follows (Table 1)

Table 1
Classification of bank risks

Risk level Risk at the macro level of relationships
Risk at the mirco level of the relationship

By the nature of the Off-balance sheet risk

bank's product, service Credit risk

and operations Account risk

Currency risk

Operational risk and others
Level of ensuring stability = Imbalanced liquidity risk
of bank development Interest rate risk
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Risk of loss of income
Risk of losing competitiveness
Capital risk
Management risk
Risk factors External risk (political, economic, demographic, social, geographical
and other)
Internal risk (in the main and auxiliary activities related to bank acts
and liabilities, related to the quality of management and
implementation of financial services)
On the scale and scope of | A risk arising from the country's medicine
the risk Risk associated with certain types of banking
Risk arising from financial responsibility centers
Risk arising from banking operations
Time to make a face Retrospective risks
Current risks
Potential risks
According to the level of Risk associated with banking activities
dependence on the bank | Non-banking risk

By type of bank Specialized banking risk

Universal banking risk
According to the Low risk
magnitude of the risk Medium risk

Full risk
According to the Y large , medium and small from customers come coming out risks
composition of the M of permission network from the composition come coming out
customer base risks

On account of operations | Balance _ operations risk on
From balance except operations risk on

Risks first of all, it is necessary to divide according to their level. Since bank
risk is not only the risk of an individual bank, but also the risk of the entire banking
sector, it is appropriate to take into account the risks at the micro and macro level. In
each of these cases, the size of the losses, the factors or the time of recovery from the
crisis situation, as well as the means of risk management may be different.

The risk of the banking sector of the economy is mainly related to the economy
and politics of the country, its legal framework, as well as the management system.
The risks that cover the economic activity of an individual bank are directly related to
its specific activity, the ability to effectively manage the cash flows passing through it.

When carrying out credit, settlement, deposit, currency and other operations,
the bank assumes the risks associated with each specific type of activity. By
minimizing these risks, on the one hand, banks expand the list of their products and
services, diversify their activities, and on the other hand, improve the quality of their
operations.

In order to increase the efficiency of the bank's activity, it is necessary to
classify risks depending on the level of ensuring its stable development. Balanced
and stable activities of credit organizations are reflected in the country's economy ,
depending on how banks manage their liquidity, form a capital base, conduct interest
policies on asset and passive operations, and conduct competitive activities in the
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market of banking products and services . Unfortunately, at the moment,
management of the main parameters of the bank's activity is not given as much
importance by the bank's management as the economy requires. Therefore, most of
the commercial banks are not competitive and are required to make serious efforts to
manage the risks in these core activities.

From the point of view of the objectives of risk management in banking
activities, it is necessary to distinguish the factors related to risks. In this case,
external and internal risks are traditionally separated.

External risks usually consist of political, economic, network, demographic,
social, geographical and other risks.

Political risks are changes in the political system, loss of capital without
adequate compensation, threat of nationalization or exploitation of property;
restrictions on free conversion and transfer of local currency; closure of borders or
violation of contracts as a result of decisions of the executive authority with the
country where the counterparty bank is located; are the risks that may be associated
with wars, political upheavals and others.

Economic risks at the Marco level are generally related to changes in the
country's economy, including market conditions (export and import prices), balance
of payments, exchange rates, etc. Also, the revision of regulatory documents by the
Central Bank may have a significant impact on the scope of banking activities.

Mirko-level economic risks are associated with small-scale risks in the
relationship between a particular bank and its client. There may be changes that
occur as a result of revision of the loan agreement due to changes in the borrower's
creditworthiness, the financial condition of the credit organization, its bank policy,
etc. Some of these risks may arise from external or internal factors. There can be
external reasons at the micro level, that is, bankruptcy of the borrower, demands of
creditors for debt repayment, indebtedness, theft, fraud, family problems,
unemployment (the bank's relationship with individuals), etc.

In the analysis of risks, it is necessary to differentiate banking risks according
to the scope and scope of activities. Often the risk can increase or decrease depending
on the country the bank's customers go to. Depending on country risk, the bank
strives to properly organize relations with customers, taking into account the general
economic and political situation in the respective country. In accordance with
international ratings, a general risk level is determined for each country.

In the practice of banking activity, the time of emergence of banking risk is of
great importance. According to this time criterion, risks are divided into
retrospective (past), current and prospective risks. Retrospective risk accounting
allows the bank to more accurately calculate current and future risks. Therefore, the
risk of loss in the future largely depends on the correct calculation of current risks. In
practice, it can be seen that the longer the duration of bank operations, the higher the
risk. The consideration of retrospective risk and error omissions significantly
increases the importance of forecasting risks in the future .
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The risk consists of independent and bank-dependent risks according to the
degree of dependence. The risk independent of the bank is related to the impact of
political and economic factors, unpredictable changes in legislation. Bank-related
risks occur at the level of micro-relationships with the client, so here a lot depends on
the bank itself, its management level (internal reasons).

The type of bank plays an important role in considering bank risks. The risk of
a specialized bank is often closely related to the specific product that the credit
institution specializes in producing. The demand for this product and the quality of
the product are one of the decisive factors that determine bank risks and effective
development of the bank.

However, in practice, the client usually needs a comprehensive type of service
(not one or two operations, but a set of operations), which encourages banks to
expand their range of services.

Sometimes banks specialize not only in one or another product, but also in
providing services to clients of certain industries. The risks that arise will depend
mainly on the state of the relevant industry.

In addition to specialized and branch risks arising from the respective types of
banks, there are also universal banking risks. The demand of customers to provide
various banking services and operations is pushing banks to universalize their
activities.

In the classification of bank risks, their separation by size plays an important
role. Here the risks are divided into low, medium and full. The amount of damage for
each entity may be separate and different, and also vary depending on the scale of
certain operations. However, in some cases certain limits can be set.

Bank risks can also differ according to the composition of bank customers.
There are two types of risk:

— risks arising from large, medium and small customers;

— risks arising from the composition of the network of customers.

In the first case, a large client does not always mean a large risk, on the
contrary, a client with a large amount of cash flows and transactions through the
bank, in turn, brings a large profit to the bank. But it also has a dangerous side, that
is, the concentration of bank capital in the economy of a large enterprise can
significantly worsen its condition and lead to bankruptcy, leading to large losses of
the creditor bank. Small businesses that face significant changes in the production
and sale of their products in market conditions can also cause certain losses to the
bank.

The risk arising from the composition of the network of customers is also not
small. As mentioned above, network risk is related to the state of economic
development of the relevant industry. The introduction of preferential capital by the
bank into one sector of the industrial sector of a steadily developing economy (for
example, oil or gas) from a macro-economic point of view can also have a negative
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impact on the economy as a whole, and harm the production of raw materials of the

national production.

Based on the accounting of operations carried out by the bank, two types of
risk are distinguished: risk on balance sheet operations and risk on off-balance sheet
operations. In both cases, the risk is related to the asset and liability operations of the
credit institution.

Balance sheet risks may be related to the loss of the bank's liquidity, if it does
not meet the capital adequacy ratio, etc. Off-balance sheet risks are often associated
with non-fulfillment of obligations regarding the bank's guarantee activities,
currency operations , issued securities. Off-balance sheet risks may be exacerbated
by on-balance sheet risks in the event of client bankruptcy.

arise from the bank's actions or inaction, early or late actions. In general, the
successful operation of the bank depends on the selected risk management system.

Conclusion

Thus, the issue of forming a complete and reasonable classification of banking
risks is currently not fully developed and requires detailed study. These situations
significantly complicate the process of creating an effective system for diagnosing
bank risks by the bank, which requires the development of a reasonable classification
of risks, based on which the correct formation of the system is carried out.

The ongoing uncertainty over the magnitude and duration of the pandemic's
economic impact is placing a heavy burden on the financial system. Internationally
coordinated action to support a well-functioning, stable financial system as well as
efficient open markets remains a priority.

Above, we have come to the following conclusions based on the study and
analysis of various literature and scientific articles on banking risks:

— Bank risk is a constantly evolving concept that changes over time, so there
is no clear approach to risk definition;

— b the nature of bank risk, risk in general changes based on various factors
(based on market volatility, regulatory standards, etc.);

— bank risk is an activity carried out in conditions of uncertainty aimed at
obtaining a high positive financial result and eliminating possible unpleasant
situations.

Considering all possible classifications of risk, it is important to mention the
main elements (criteria) of bank risk classification. These items can include:

— Type or form of commercial bank;

— origin and scope of banking risk;

— composition of bank customers;

— risk calculation method;

— level of bank risk;

— risk distribution over time;

— form of risk assessment;
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— ability to manage banking risks;

— risk management tools.

The classification of bank risks presented by us is not final, it is a natural
situation that their number and nature will change with the development of science
and technology. Regardless of the risks, there are many ways to avoid unnecessary
losses.

References

1. Tojiev M.M. (2018) Banking risks and them eliminate of doing current issues
.Economy and Finance / Economics and finance .8(116) . 45-53 p.

2.Kovalenko O. G. (2013) Ekonomicheskaya sushchnost bankovskikh riskov i ix
classification. Azimut scientific research: economics and management. No. 3 — p. 11-
14.

3.Mastyaeva I. _ N. _ Mirzakhanyan R. _ E. _ (2014) M
odelirovanieprotsessovrisk management in the banking sector .Economics, Statistics
and Informatics 105 No. 2,

4.Penyugalova A. V. (2013) Bankovskie risk: suschnost i osnovnye podkhody k
opredeleniyu .Finance and credit .8 (536) - p. 2-5.

5.Semenova K.A. Kutukova L.T. (2019) Bankovskie risk: reliability and
classification. "Moloday Uchyonyi". No. 38 (276) . September. - p. 125-127.

6.Babicheva Yu. A. (1993) Bankovskoe delo: spravochnoe posobie. M.:
Economics. - 144 p.

7.BolgovS.A., Pavlovich V.E., Toropova L.V. (2020) Bankovskie risk i ix
classification .Journal of Economy and Business, vol. 8 (66), - p. 27-32.

8. Nikolaeva A.V. (2016) Mejdunarodnaya i rossiyskaya praktikaotsenki riskov
bankovskoy deyatelnosti.Risky ipotechnogo kreditovaniya .Statistics oath Economics
V. 13. No. 5. — 49-56.

9.Abdullaeva III. 3. (2002)Bankrisksandlending _T., " Finance ", p. 304.

10.Elmirzaev, Samariddin, and Nazokat Kurbankulova. "Tax Arrears, Tax
Compliance and Tax Debt Management in Uzbekistan: Existing Issues and Possible
Solutions." Research Journal of Finance and Accounting 7.2 (2016).

11. Dimupsaes, C. 3., and H. IIl. IllaBkaroB. "JlaByiaT-Xycycwil IIEPUKIUK
MyHOCA0aTJIapUHUHT WJIFOP XOPIJK Ta)KpuOajlapd Ba MaMJIaKaTHMU37a KYyJLIall
rctukbostapu.“." Xanakapo Moyius Ba Xucob” WIMHUU 3JIEKTPOH KypHaau 3 (2019).

12. Elmirzaev, S. E. "Improving tax relations in corporate finance management."
Abstract of dissertation in economic sciences. Tashkent (2017).

13. Kler, Rajnish, et al. "Optimization of Meat and Poultry Farm Inventory Stock
Using Data Analytics for Green Supply Chain Network." Discrete Dynamics in Nature
and Society 2022 (2022).

14. Kumar, Anil, et al. "Smart power consumption management and alert system
using IoT on big data." Sustainable Energy Technologies and Assessments 53 (2022):

102555.
15. Khan, Mohd Abdul Rahim, et al. "OPTIMIZING HYBRID METAHEURISTIC

ALGORITHM WITH CLUSTER HEAD TO IMPROVE PERFORMANCE METRICS

© 2022 by The Author(s). [l N |SSN: 1307-1637 International journal of economic perspectives is licensed under a
Creative Commons Attribution 4.0 International License.

Corresponding author: Akhadov Bekzod Abdurafikovich

Submitted: 27 July 2022, Revised: 09 August 2022, Accepted: 18 August 2022, Published: Nov 2022

106



Akhadov Bekzod Abdurafikovich (November 2022). ECONOMIC MEANING AND CLASSIFICATION
OF BANK RISKS

International Journal of Economic Perspectives,16(11),98-107

Retrieved from https://ijeponline.org/index.php/journal

ON THE IOT." Theoretical Computer Science (2022).

16. Shavkatov, N. "ANALYSIS OF INFRASTRUCTURE PROJECTS ON THE
BASIS OF PUBLIC-PRIVATE PARTNERSHIP AND THEIR FINANCIAL
EFFICIENCY INDICATORS." International Finance and Accounting 2020.6 (2020):
5.

17. Elmirzayev, S., and N. Shavkatov. "Public-private partnership and corporate
social responsibility." International Finance and Accounting 2020.1 (2020): 29.

18. Chockalingam, Arun, Shaunak Dabadghao, and Rene Soetekouw. "Strategic
risk, banks, and Basel III: estimating economic capital requirements." The Journal of
Risk Finance (2018).

19. Angelopoulos, Panos, and Panos Mourdoukoutas. Banking risk management
in a globalizing economy. Greenwood Publishing Group, 2001.

20.Apatachioae, Adina. "The performance, banking risks and their regulation.”
Procedia Economics and Finance 20 (2015): 35-43.

21. Martin, Daniel. "Early warning of bank failure: A logit regression approach."
Journal of banking & finance 1.3 (1977): 249-276.

© 2022 by The Author(s). [l N |SSN: 1307-1637 International journal of economic perspectives is licensed under a
Creative Commons Attribution 4.0 International License.
Corresponding author: Akhadov Bekzod Abdurafikovich
Submitted: 27 July 2022, Revised: 09 August 2022, Accepted: 18 August 2022, Published: Nov 2022
107



