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Study Summary :

Banks are considered among the most important channels for collecting and

distributing funds by acting as intermediaries between depositors and borrowers,
whether they are individuals or legal entities. This is done through banking
operations that banks perform.
The process of converting savings into investments is one of the core functions
of commercial banks. The significance of this function lies in its role as a tool
for supplying economic activity with the necessary financial capital, thus
contributing to economic development.

With the expansion of commercial banking activities, the importance and
risk associated with their function of receiving deposits and granting loans
become even more evident. Granting loans is one of the most critical and risky
functions of commercial banks, as the funds lent are usually not owned by the
bank itself, but rather by the depositors.

Therefore, it is essential for banks to exercise caution and prudence when
offering loans to others. Banks are exposed to numerous and complex risks,
which can affect their performance and stability.

Consequently, banks must adopt a set of preventive measures and procedures to
manage these risks effectively, and develop a clear understanding of this type of
risk to avoid encountering it again in the future.
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