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The role of stress testing in preventing crises in banks
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Abstract: The study aims to provide an insight into the ability of stress testing
techniques to prevent crises at Al Salam Bank. According to the study, in the single
scenario, the bank's performance is more affected by the shocks of institutional
finance, international trade, and finally individual finance. In addition, the shock of
short-term withdrawals has a greater impact on liquidity than current withdrawals. In
terms of multiple scenarios, the decline in corporate finance and international trade
has a significant impact on the bank's performance. On the other hand, liquidity is
deteriorating as short-term withdrawals rise and institutional funding decreases.
Keywords: Stress testing; Crises; Banks; Risk management.
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