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What is Risk?

Å In traditional terms, risk is viewed as a 

ónegativeô

ï Websterôs dictionary, for instance, 

defines risk as ñexposing to danger or 

hazardò

Å The Chinese give a more appropriate 

description of risk

Å The first element is the symbol for 

ñdangerò

Å The second element is the symbol for 

ñopportunityò, making risk a mix of 

danger and opportunity
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Risk Management

Å Risk management is present in all aspects of life

ï It is about the everyday trade-off between an expected reward an a potential danger

Å In the business world, risk is often associated with some variability in financial 

outcomes

ï However, the notion of risk is much larger. It is universal, in the sense that it refers to human 

behaviour in the decision making process

Å Risk management is an attempt to identify, to measure, to monitor and to manage 

uncertainty
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Bank Portfolio along Organizational Dimensions
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Main Risks in a Financial Institution
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Classification of Risks in a Financial Institution
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Risk sub-typesRisk types
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Risk Management with Business Lines and Central Functions
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