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The Role of Financial Engineering Instruments
in Hedging Financial Risks:

A Case Study on the Cooperative Agricultural Credit Bank (CAC Bank)
for the Period 2015-2018

Abstract:

The present study aimed to examine the role of financial engineering
instruments in managing financial risks at the Cooperative Agricultural
Credit Bank. To achieve the objectives of the study, the descriptive
approach was adopted along with quantitative and mathematical methods.
The primary tool of the study was the analysis of the bank’s financial data
for the period 2015-2018. The study measured financial engineering
instruments using the following indicators: stability and soundness
ratios/metrics, current deposits to total deposits, financial investments to
deposits, and number of financing formulas. As for financial risks, they
included: credit risk, liquidity risk, capital risk, interest rate risk, and
exchange rate risk.The study found that the overall evaluation of the
financial engineering instrument indicators at the bank was at a moderate
level, and the final overall evaluation of financial risks was also at a
moderate level. The results also indicated that there is an impact
relationship between financial engineering instruments and the collective
hedging of financial risks in the bank. Furthermore, the instruments were
found to have an effect on hedging credit risk, interest rate risk, and
exchange rate risk, but no effect on hedging liquidity risk and capital risk.
The study concluded with a set of recommendations, the most important of
which is that the bank should prioritize collaborative efforts to develop the
basic infrastructure needed to introduce new financial products, and that it
is essential to establish a comprehensive and effective risk management
framework that aligns with the continuous changes in the banking business
environment.

Keywords:Financial Engineering Instruments, Financial Risks,
Cooperative Agricultural Credit Bank (CAC Bank)
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