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The role of credit risk management in reducing the problem of credit default
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The core of the bank’s work, whether traditional or Islamic, is granting credit, whether in the form of a loan as traditional banks do, or through financing in Islamic forms as Islamic banks do. This process is one of the most important and most dangerous of the bank’s processes, because if the decision to grant credit is wrong, the bank will bear losses.
Based on the above and taking into account the importance of studying credit risks and the extent of the responsibility of credit management in banks, the study is based on a problem that is to answer the following question: What is the role of credit risk management in reducing the problem of credit default? The study seeks to achieve many objectives, whether of theoretical or practical importance, including- defining credit risk management, its tasks and importance in banks, identifying some types of credit risks, stating the role of credit risk management in reducing credit default problems and attempting to identify some practical data for traditional and Islamic banks in Syria.
The descriptive approach was used to describe the study problem through previous studies and theoretical information, and to describe the answers of the individual studies. As for the analytical approach, it was used to analyze the answers of the individual studies, in addition to analyzing the banking data. The applied study confirmed through the questionnaire distributed to employees in Islamic and traditional banks that there is an important and effective role for credit risk management in reducing credit risks. In this study, we explored the relationship between various financial metrics in conventional and Islamic banks, particularly focusing on Syrian banks during the examined period. First, we identified a strong correlation between credit losses and credit expenses in both banking systems, with a correlation coefficient of 0.906. This suggests that both types of banks experience credit losses at similar rates, underscoring the importance of effective credit risk management. Despite their structural differences, neither system demonstrates a clear advantage in mitigating credit risk, prompting the need for further investigation into the drivers of these losses. To complement these findings, we emphasize the importance of conducting a questionnaire survey among bankers. This qualitative approach would allow for the analysis of personal experiences and professional insights, adding depth to the macroeconomic data and providing a more complete understanding of the factors influencing banking practices, especially regarding credit risk management.



