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Islamic Development Bank faces different types of risks that can be categorized as non-financial and financial risks (Bliss & Panigirtzoglou, 2004). Financial risks can be further classified into credit risks and market risks, whereas non-financial risks are divided into legal risks, operational risks, and regulatory risks. Islamic Development Bank faces market risks that originate from the asset and instruments the bank is trading in well-defined markets. These risks originate from the micro and macro sources. Systematic market risks originate from over movements of policies and prices in the Arabic economy. The unsystematic market risks arise when the prices of the particular instrument or asset change because of occurrences associated with the asset or instruments. Prices volatility in different markets gives various types of market risks. Therefore, the Islamic Development Bank is faced with market risks such as commodity price risk, currency risk, interest rate risk, and equity risk. As a result, the market risks occur in both the trading and banking books of Islamic Development Bank. The interest risks are the exposures of financial conditions of the bank to interest rates movement. Repricing risks arise because of timing differences in the maturities and repricing of off-balance sheet items, assets, and liabilities. Yield curve risks are the uncertainty in the revenue because of changes in the yield curves.  The presence of instability in the process should be reflected constantly. There is a great need for accuracy in the forecasting field in Islamic Development Bank from its personnel such as managers, rating agencies, several broads as well as the stockholders (Piazzesi & Swanson, 2008). This proves that Islamic Development is exposed in most necessary equipment such as risk-adjusted forecasting and analytical framework in addressing its risk issues. 
The financial experts in the Islamic Development Bank are conscious of the hazards triggered by the arising risks (Bliss & Panigirtzoglou, 2004). Instead of restraining focus to traditional areas, the Islamic Development Bank has to formulate ways and tactics such as financial, operational and compliance risk to close any risk loophole in the company. The processes of the new methods of risk estimation methods are insufficient regardless of keen awareness. The company has decided to integrate security buffers into the forecasting field that are clearly connected to both instability and risk drivers. A step-by-step sensitive investigation is seriously conducted in order to determine the arising risk within the firm (Piazzesi & Swanson, 2008). Furthermore, the Monte Carlo Analysis enables the company to estimate the probability of risk.  
Far from a hypothetical resolution, risk-adjusted estimations are able to bring about the responses as well as the relaxation state to the company (Piazzesi & Swanson, 2008). Utilizing conventional logical methods and the procedure enables the company to generate a number of possible results and likelihoods founded on many hazard variables, instead of a distinct variable. The flow of income and income-at-danger procedures are got by examining how economic estimates are likely to be affected by main danger propellers and creating likelihood dissemination such as a bell curve of possible results for every time. When the prototype has been fully occupied, it is able to examine the collective effect of several dangers and also yield an advanced-level summary of what each business activity is likely to give to general danger intensities. The procedure operates by seizing dangers and organizing conventions in a measurable manner that enhances customary approximations and instinct. The amount and kinds of danger teamsters are likely to vary from different business activities (Bliss & Panigirtzoglou, 2004). However, prolonged observation is able to assist the Islamic Development Bank to deal with managed risks.



References
Bliss, R. R., & Panigirtzoglou, N. (2004). Option‐implied risk aversion estimates. The journal of finance, 59(1), 407-446.
Piazzesi, M., & Swanson, E. T. (2008). Futures prices as risk-adjusted forecasts of monetary policy. Journal of Monetary Economics, 55(4), 677-691.


R

u

n

n

i

n

g

 

h

e

a

d

:

 

I

S

L

A

M

I

C

 

D

E

V

E

L

O

P

M

E

N

T

 

B

A

N

K

 

1

 

 

 

 

 

 

 

 

 

I

slamic development bank

 

 

Name:

 

Instructor:

 

Course:

 

Date:

 

 

 

 

 

 

 

