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Abstract: - The banking industry is exposed to various risks, including credit risk, market risk, 

operational risk, and liquidity risk. The paper reviews the traditional risk management practices 

employed by commercial banks and explores the emerging innovative strategies that aim to address 

the challenges and complexities of the modern banking landscape. The study evaluates the 

effectiveness, advantages, and limitations of both traditional and innovative risk management 

approaches, providing insights into their application and implications for commercial banks. Risk 

management plays a crucial role in safeguarding the stability and integrity of banking institutions, 

particularly in an ever-changing and complex financial landscape. The paper reviews the traditional risk 

management practices employed by commercial banks, including credit risk, market risk, operational 

risk, and liquidity risk management. Additionally, it explores the emerging innovative strategies that 

leverage advanced technologies such as artificial intelligence, machine learning, and big data analytics 

to enhance risk assessment and mitigation. Through a comprehensive comparative analysis, the paper 

evaluates the effectiveness, advantages, and limitations of both traditional and innovative risk 

management approaches. It examines factors such as efficiency, scalability, regulatory compliance, and 

adaptability to changing market dynamics. The study also addresses the cultural and organizational 

challenges associated with the implementation of innovative risk management strategies in traditional 

banking institutions. The findings of this comparative analysis provide valuable insights into the 

strengths and weaknesses of traditional and innovative risk management approaches, helping 

commercial banks navigate the complexities of risk management. The paper concludes by offering 

implications and recommendations for commercial banks aiming to enhance their risk management 

practices. The recommendations highlight the importance of striking a balance between traditional risk 

management fundamentals and the adoption of innovative strategies. They emphasize the need for 

investment in advanced technologies, talent development, regulatory alignment, and ongoing 

evaluation of risk management frameworks. 

Keywords: - Risk management, commercial banking, traditional approaches, innovative approaches, 

comparative analysis, risk identification, risk measurement, risk mitigation, risk monitoring, banking 

industry. 

 

1. Introduction: - Risk management is an essential function within the commercial banking sector, as it 

plays a crucial role in ensuring the stability, profitability, and sustainability of banking institutions. In an 

era marked by financial uncertainties, regulatory complexities, and evolving customer demands, 

effective risk management strategies have become increasingly vital for commercial banks to navigate 

the challenges and capitalize on opportunities. While traditional risk management practices have long 

been established and widely adopted, the emergence of innovative approaches has introduced new 

avenues for managing risks in a dynamic banking landscape. This paper aims to conduct a comparative 

analysis of traditional and innovative risk management strategies in commercial banking. By examining 

the key features, advantages, and limitations of both approaches, this research seeks to provide 

valuable insights into the evolving landscape of risk management in the banking industry. The analysis 

will encompass various dimensions of risk management, including risk identification, measurement, 

mitigation, and monitoring, to comprehensively evaluate the effectiveness and suitability of different 

strategies in different banking environments.  
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The traditional risk management approaches in commercial banking typically involve the utilization of 

well-established frameworks and methodologies. These methods often rely on historical data, statistical 

models, and industry benchmarks to assess and mitigate risks. Traditional risk management practices 

prioritize stability, control, and adherence to regulatory requirements, aiming to minimize potential 

losses and maintain the financial soundness of banking institutions. While these approaches have 

served as the foundation for risk management in banking for many years, they may face limitations in 

addressing the challenges posed by rapid technological advancements, changing customer behavior, 

and emerging risks. 

In contrast, innovative risk management approaches leverage new technologies, advanced analytics, 

and alternative data sources to enhance risk assessment and mitigation capabilities. These approaches 

embrace data-driven decision-making, predictive modeling, and real-time monitoring to identify and 

respond to risks in a more proactive and agile manner. Innovative strategies also encompass the use 

of artificial intelligence, machine learning, and automation to improve risk identification, streamline 

processes, and enhance operational efficiency. However, despite their potential advantages, innovative 

risk management methods may face challenges related to data privacy, cybersecurity, and the need for 

continuous adaptation and upskilling. 

 

I.1 Research Objective: - The objective of this research is to conduct a comparative analysis of 

traditional and innovative risk management strategies in commercial banking. By evaluating the key 

features, advantages, and limitations of each approach, this study aims to provide insights into the 

evolving landscape of risk management in the banking industry. The analysis will encompass various 

dimensions of risk management, including risk identification, measurement, mitigation, and monitoring, 

to comprehensively evaluate the effectiveness and suitability of different strategies in different banking 

environments. 

 

2. Traditional Risk Management Methodologies Used in Commercial Banking: -Traditional risk 

management methodologies have long been the foundation of risk management practices in the 

commercial banking sector. These methodologies encompass various key components, methodologies, 

and best practices that banks employ to effectively manage risks and ensure financial stability. This 

section provides an overview of the key elements of traditional risk management strategies utilized by 

commercial banks. 

 

2.1 Risk Identification: - The first crucial step in traditional risk management is the identification of potential 

risks. Commercial banks employ a range of techniques and practices to identify risks across different 

areas of their operations. This includes conducting risk assessments, analyzing historical data, and 

monitoring external factors such as market conditions and regulatory changes. Banks often establish 

risk management committees or departments responsible for identifying and assessing risks 

comprehensively. Risk identification methodologies may involve a combination of qualitative and 

quantitative analysis, risk registers, and scenario analysis to capture both known and emerging risks. 

2.2  Risk Measurement: - Once risks are identified, commercial banks employ methodologies to measure 

and quantify the potential impact and likelihood of each risk. Risk measurement enables banks to 

determine the appropriate levels of capital reserves, allocate resources effectively, and evaluate the 

potential consequences of various risk scenarios. Common risk measurement techniques include Value 

at Risk (VaR), stress testing, sensitivity analysis, and probability distributions. These methodologies 

provide banks with a quantitative understanding of the potential losses they may face under different 

risk scenarios, allowing them to make informed decisions regarding risk tolerance and mitigation 

strategies. 
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Figure 1 Risk Management processes. 

 

2.3  Risk Mitigation: -Risk mitigation is a critical aspect of traditional risk management in commercial 

banking. Once risks are identified and measured, banks employ various strategies to mitigate the 

potential adverse effects. These strategies aim to reduce the likelihood or impact of risks, ensuring that 

the bank can withstand adverse events. Risk mitigation techniques may include diversification of the 

loan portfolio, setting appropriate risk appetites and limits, implementing risk control measures, and 

utilizing financial derivatives for hedging purposes. Furthermore, banks establish robust internal control 

systems, compliance frameworks, and risk governance structures to enforce risk mitigation practices 

effectively. 

2.4  Risk Monitoring: - Continuous monitoring of risks is vital to ensure timely detection and response to 

any changes or new risks that may arise. Commercial banks utilize risk monitoring methodologies to 

track and evaluate risks on an ongoing basis. This includes establishing risk monitoring frameworks, 

setting key risk indicators (KRIs), and conducting regular risk assessments and audits. Risk monitoring 

practices enable banks to identify early warning signals, assess the effectiveness of risk mitigation 

measures, and make necessary adjustments to their risk management strategies. Regular reporting 

and communication channels are established to keep stakeholders informed about the status of risks 

and the effectiveness of risk management practices. 

 

3. Benefits and Challenges of Traditional Risk Management Strategies: - This section will provide 

benefits and explain the limitations of old risk management techniques used for commercial banking. 

Advantages: -Following are the advantages of traditional risk management techniques used in 

commercial banking: - 

 

 Established Framework: Traditional risk management methodologies have been developed and 

refined over time, providing a well-established framework for identifying, measuring, mitigating, and 

monitoring risks. These methodologies offer a structured approach that banks can rely on to manage a 

wide range of risks. 

Regulatory Compliance: Traditional risk management practices align with regulatory requirements 

and guidelines, ensuring that banks meet regulatory compliance obligations. Adhering to established 
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methodologies can help banks demonstrate their commitment to sound risk management practices to 

regulatory authorities and stakeholders. 

Historical Data Analysis: Traditional risk management methodologies often rely on historical data 

analysis, enabling banks to assess risks based on past trends and patterns. Historical data provides 

valuable insights into risk behaviors and allows banks to make informed decisions about risk mitigation 

strategies. 

Stability and Control: Traditional risk management methodologies prioritize stability and control, 

aiming to minimize potential losses and maintain the financial soundness of banking institutions. These 

approaches provide a structured framework for managing risks within predetermined risk tolerance 

limits. 

 

Challenges of Traditional Risk Management Methodologies in Commercial Banking: Following 

are the challenges of traditional risk management techniques: - 

 

Limited Ability to Address Emerging Risks: Traditional risk management methodologies may 

struggle to adequately address emerging risks, such as technological disruptions, cyber threats, and 

evolving customer behaviors. The reliance on historical data may not capture the rapidly changing risk 

landscape, leaving banks exposed to new and unfamiliar risks. 

Siloed Approach: Traditional risk management methodologies often operate within silos, with different 

departments handling specific risks independently. This siloed approach can hinder holistic risk 

management, as it may fail to capture interdependencies and correlations among different risks, leading 

to incomplete risk assessments. 

Lack of Agility: Traditional risk management methodologies are typically designed for stability and 

predictability. However, in a dynamic and evolving banking landscape, the ability to quickly adapt to 

changing risks and market conditions is essential. Traditional approaches may lack the agility required 

to respond effectively to rapidly emerging risks and seize opportunities promptly. 

Overemphasis on Quantitative Models: Traditional risk management methodologies often heavily 

rely on quantitative models and historical data analysis. While these models can provide valuable 

insights, they may oversimplify complex risks and fail to capture qualitative factors or systemic risks that 

may have significant impacts. 

Compliance Focus Over Strategic Value: Traditional risk management methodologies primarily focus 

on regulatory compliance and maintaining financial stability. While these objectives are crucial, there is 

a risk of losing sight of the strategic value of risk management, such as identifying and capitalizing on 

new opportunities or enhancing customer experience. 

 

It is important for commercial banks to recognize the advantages and challenges of traditional risk 

management methodologies. While these methodologies provide a solid foundation, it is increasingly 

important for banks to complement them with innovative approaches to address emerging risks and 

capitalize on new opportunities in a rapidly evolving banking landscape. Striking a balance between 

traditional and innovative approaches can enhance risk management effectiveness and enable banks 

to navigate the complexities of the modern banking industry. 

 

4. The emergence of innovative risk management approaches in commercial banking: -This has 

been driven by the need to adapt to the evolving banking landscape, technological advancements, and 

changing customer expectations. Traditional risk management practices have faced limitations in 

addressing emerging risks and leveraging opportunities in the digital age. As a result, commercial banks 

have increasingly embraced innovative approaches to enhance risk management capabilities. This 

section explores the key aspects and drivers of the emergence of innovative risk management 

approaches in commercial banking. 

4.1Technological Advancements: The rapid advancement of technology has revolutionized the 

banking industry, offering new tools and opportunities for risk management. Innovative risk 

management approaches leverage technologies such as artificial intelligence, machine learning, big 

data analytics, and automation to enhance risk identification, measurement, and mitigation capabilities. 

These technologies enable banks to process and analyze vast amounts of data in real-time, identify 

patterns and anomalies, and make data-driven decisions to manage risks effectively. 
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Figure 2 Advantages of Innovative Risk Management methodologies 

 

4.2Data-driven Decision-making: Innovative risk management approaches prioritize data-driven 

decision-making. Banks now have access to a vast array of data sources, including customer data, 

transactional data, social media data, and market data. By leveraging these diverse data sources and 

advanced analytics techniques, banks can gain deeper insights into customer behavior, market trends, 

and emerging risks. This enables more accurate risk assessment and the development of proactive risk 

mitigation strategies. 

 

4.3Real-time Risk Monitoring: Traditional risk management practices often rely on periodic 

assessments and reporting, which may not capture real-time risk developments. Innovative risk 

management approaches, on the other hand, emphasize real-time risk monitoring and early warning 

systems. Banks can leverage advanced monitoring tools and technologies to continuously monitor key 

risk indicators, detect anomalies, and trigger alerts for timely risk mitigation actions. Real-time risk 

monitoring enhances banks' ability to respond promptly to emerging risks and minimize potential losses. 

 

4.4Predictive Analytics and Scenario Modeling: Innovative risk management approaches utilize 

predictive analytics and scenario modeling techniques to assess risks and their potential impacts. By 

using historical data, advanced statistical models, and machine learning algorithms, banks can simulate 

and evaluate various risk scenarios to understand potential outcomes and develop appropriate risk 

management strategies. Predictive analytics enables banks to anticipate risks, identify emerging trends, 

and make proactive decisions to mitigate potential adverse impacts. 

 

4.5Cyber Risk Management: With the rise of digital banking and increasing cyber threats, innovative 

risk management approaches emphasize robust cyber risk management. Banks employ sophisticated 

cybersecurity measures, such as threat intelligence systems, encryption technologies, and intrusion 

detection systems, to protect against data breaches, unauthorized access, and other cyber risks. They 

also invest in continuous monitoring, employee training, and incident response frameworks to enhance 

their resilience against cyber threats. 

 

4.6Agile Risk Governance: Traditional risk management approaches often involve hierarchical risk 

governance structures that may hinder agility and responsiveness. Innovative risk management 

approaches promote agile risk governance, which encourages decentralized decision-making, cross-
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functional collaboration, and rapid response to emerging risks. Agile risk governance enables banks to 

adapt quickly to changing market conditions and mitigate risks effectively. 

 

4.7Customer-Centric Risk Management: Innovative risk management approaches recognize the 

importance of understanding and managing risks related to customer experience and reputation. Banks 

leverage customer data, sentiment analysis, and social media monitoring to identify and manage risks 

associated with customer satisfaction, brand reputation, and compliance with regulatory requirements. 

By adopting a customer-centric approach to risk management, banks can enhance customer trust, 

loyalty, and overall risk management effectiveness. 

 

The emergence of innovative risk management approaches in commercial banking signifies a shift 

towards more proactive, data-driven, and agile risk management practices. By embracing new 

technologies, leveraging data analytics, and adopting a customer-centric approach, banks can enhance 

their risk management capabilities, improve decision-making, and stay ahead of emerging risks in a 

rapidly evolving banking industry. The integration of innovative risk management approaches with 

traditional methodologies can enable commercial banks to effectively navigate the complexities and 

uncertainties of the modern banking landscape. 

 

5. Comparative analysis of Traditional and Innovative Risk Management techniques in Commercial 

Banking: - Risk management in commercial banking involves the identification, assessment, mitigation, 

and monitoring of risks that could impact a bank's operations, financial stability, and reputation. 

Traditional and innovative methodologies are employed to manage these risks effectively. This section 

presents a comparative analysis of traditional and innovative methodologies used for risk management 

in commercial banking, highlighting their strengths, weaknesses, and applicability in different banking 

environments. 

 

5.1Risk Identification: 

Traditional Methodologies: Traditional risk identification methodologies in commercial banking rely 

on historical data analysis, expert judgment, and established risk frameworks. Banks typically use risk 

registers, risk committees, and industry benchmarks to identify and categorize risks. However, these 

approaches may struggle to capture emerging risks due to their focus on historical data. 

Innovative Methodologies: Innovative risk identification methodologies leverage advanced 

technologies, such as natural language processing and data mining, to analyze unstructured data 

sources, including social media and news feeds. They also utilize real-time data analytics and machine 

learning algorithms to identify emerging risks promptly. Innovative approaches enable banks to have a 

more proactive and comprehensive view of risks. 

 

5.2Risk Measurement: 

Traditional Methodologies: Traditional risk measurement methodologies, such as Value at Risk (VaR) 

and stress testing, use historical data and statistical models to estimate potential losses. These 

methodologies provide quantitative measures of risks and are well-established in commercial banking. 

However, they may have limitations in capturing tail risks and complex interdependencies among 

different risk factors. 

Innovative Methodologies: Innovative risk measurement methodologies utilize sophisticated 

statistical models, machine learning algorithms, and big data analytics to enhance risk measurement 

accuracy. They incorporate non-linear relationships, complex correlations, and systemic risks into risk 

models. Innovative approaches enable banks to capture tail risks more effectively and provide a more 

comprehensive view of potential losses. 

 

5.3Risk Mitigation: 

Traditional Methodologies: Traditional risk mitigation methodologies involve risk diversification, 

setting risk limits, and employing risk control measures. These methodologies focus on stability, control, 

and adherence to regulatory requirements. Traditional approaches prioritize minimizing potential losses 

through prudent risk management practices. However, they may lack the agility to respond quickly to 

emerging risks and changing market conditions. 
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Innovative Methodologies: Innovative risk mitigation methodologies leverage automation, artificial 

intelligence, and advanced analytics to enhance risk mitigation capabilities. They enable banks to 

implement real-time monitoring, automated decision-making, and dynamic risk control measures. 

Innovative approaches facilitate a more agile and responsive risk mitigation process, allowing banks to 

adapt quickly to changing risks and market conditions. 

 

5.4Risk Monitoring: 

Traditional Methodologies: Traditional risk monitoring methodologies rely on periodic assessments, 

manual reporting, and post-event analysis. They often involve predefined risk indicators and reporting 

frameworks. While these methodologies provide a structured approach to risk monitoring, they may not 

capture real-time risk developments and emerging risks adequately. 

Innovative Methodologies: Innovative risk monitoring methodologies leverage real-time data feeds, 

predictive analytics, and automated monitoring tools. They provide early warning systems, anomaly 

detection, and dynamic risk reporting capabilities. Innovative approaches enable banks to have a more 

timely and comprehensive understanding of risks, facilitating proactive risk management actions. 

 

Table 1. Comparative analysis of Traditional and Innovative Risk Management. 

 

Traditional Methods Innovative Methods 

Relies on historical data and expert 
judgment 

Utilizes advanced technologies and data 
analytics to capture emerging risks 

 
Value at Risk (VaR), stress testing 

Sophisticated statistical models, machine 
learning, and big data analytics 

  
Risk diversification, setting risk limits 

Real-time monitoring, decision-making, dynamic 
risk control. 

Established framework, regulatory 
compliance 

Ability to capture emerging risks, leverage 
advanced technologies 

Limited ability to address emerging risks Data privacy and security concerns, skilled 
resources, model complexities 

 

5.5Advantages and Challenges: 

Traditional Methodologies: Advantages of traditional risk management methodologies include their 

established framework, regulatory compliance, reliance on historical data, and stability-focused 

approach. They provide a structured and well-understood framework for managing risks. However, 

traditional methodologies may struggle to address emerging risks, have limited agility, and be overly 

reliant on historical data. 

 

Innovative Methodologies: 

Advantages of innovative risk management methodologies include their ability to capture emerging 

risks, leverage advanced technologies, enable data-driven decision-making, and enhance agility and 

responsiveness. Innovative approaches can provide a more proactive and comprehensive view of risks, 

facilitating timely and informed risk management actions. However, challenges include data privacy and 

security concerns, the need for skilled resources and technology infrastructure, and potential model 

complexities. 

 

Hence, comparative analysis of traditional and innovative methodologies used for risk management in 

commercial banking reveals the strengths and weaknesses of each approach. Traditional 

methodologies provide a well-established and regulatory-compliant framework but may struggle to 

address emerging risks and lack agility. Innovative methodologies leverage advanced technologies, 

data analytics, and real-time monitoring, enabling proactive risk management. However, they may face 

challenges related to data privacy, skilled resources, and model complexities. Striking a balance 

between traditional and innovative approaches can enhance risk management effectiveness in 

commercial banking, combining the strengths of both to address the dynamic and evolving risk 

landscape. 
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6. Implications of the Findings and Recommendations for Commercial Banks:- The comparative 

analysis of traditional and innovative risk management approaches in commercial banking reveals 

important implications for banks in striking a balance between these two methodologies. Recognizing 

these implications and implementing appropriate strategies can help banks optimize their risk 

management practices. The following section discusses the implications of the findings and offers 

recommendations for commercial banks. 

 

6.1Embrac e a Balanced Approach: The findings emphasize the importance of striking a balance 

between traditional and innovative risk management approaches. While traditional methodologies 

provide stability, regulatory compliance, and a structured framework, innovative methodologies offer the 

ability to capture emerging risks, leverage advanced technologies, and enhance agility. Commercial 

banks should recognize that both approaches have their merits and integrate them in a complementary 

manner. This balanced approach can help banks effectively manage known risks while proactively 

addressing emerging risks. 

 

6.2Enhance Data Capabilities: Given the increasing reliance on data-driven decision-making and the 

emergence of innovative risk management approaches, commercial banks should prioritize enhancing 

their data capabilities. This includes investing in data infrastructure, data governance frameworks, and 

advanced analytics capabilities. Banks should explore opportunities to leverage alternative data 

sources and advanced technologies to gain a more comprehensive and timely view of risks. Robust 

data capabilities enable banks to identify patterns, assess risks accurately, and make informed risk 

management decisions. 

 

6.3Foster a Culture of Innovation: To successfully integrate innovative risk management approaches, 

commercial banks must foster a culture of innovation and risk-awareness. This involves promoting a 

mindset of continuous learning, experimentation, and adaptation. Banks should encourage employees 

to embrace new technologies, explore innovative solutions, and challenge conventional practices. 

Creating an environment that values innovation and risk-taking empowers employees to identify and 

address emerging risks proactively and seize opportunities. 

 

6.4Invest in Technology and Expertise: Incorporating innovative risk management approaches 

requires investing in technology and expertise. Commercial banks should allocate resources to develop 

and implement advanced technologies, such as artificial intelligence, machine learning, and 

automation, in their risk management practices. Additionally, banks need to ensure that their workforce 

possesses the necessary skills to leverage these technologies effectively. Upskilling employees and 

recruiting talent with expertise in data analytics and emerging technologies are crucial for successful 

implementation. 

 

6.5Foster Collaboration and Integration: To strike a balance between traditional and innovative risk 

management approaches, commercial banks should foster collaboration and integration across 

different departments and functions. Breaking down silos and promoting cross-functional collaboration 

enables a holistic understanding of risks and improves risk management effectiveness. Risk 

management committees or task forces that bring together representatives from various areas of the 

bank can facilitate collaboration and the sharing of insights and best practices. 

 

6.6Stay Abreast of Regulatory Developments: While embracing innovative risk management 

approaches, banks must remain compliant with regulatory requirements. Regulations continue to evolve 

to address emerging risks and promote sound risk management practices. Commercial banks should 

stay abreast of regulatory developments, engage in proactive dialogue with regulators, and ensure that 

their risk management practices align with the evolving regulatory landscape. Compliance with 

regulations not only mitigates legal and reputational risks but also demonstrates the bank's commitment 

to sound risk management practices. 

 

6.7Continuously Assess and Improve: Risk management is an ongoing process that requires 

continuous assessment and improvement. Commercial banks should regularly evaluate the 
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effectiveness of their risk management strategies, methodologies, and frameworks. This involves 

conducting comprehensive risk assessments, reviewing risk appetite and limits, and evaluating the 

performance of risk mitigation measures. By continuously assessing and improving their risk 

management practices, banks can adapt to changing risk profiles, emerging technologies, and market 

dynamics effectively. 

 

The findings highlight the importance for commercial banks to strike a balance between traditional and 

innovative risk management approaches. By integrating the strengths of both approaches and 

leveraging advanced technologies, data analytics, and a proactive mindset, banks can enhance their 

risk management effectiveness in an evolving banking landscape. Implementing the recommendations 

outlined above will enable banks to optimize risk management practices, capture emerging risks, and 

capitalize on new opportunities, ultimately ensuring the stability, profitability, and sustainability of their 

operations. 

 

7.Conclusion: - Effective risk management strategies are crucial for commercial banks to navigate the 

dynamic and challenging landscape of the banking industry. This paper presented a comprehensive 

comparative analysis of traditional and innovative risk management approaches in commercial banking, 

aiming to identify their respective strengths, weaknesses, and applicability in different banking 

environments. 

The comparative analysis revealed that traditional risk management methodologies provide a well-

established framework, regulatory compliance, and stability-focused approach. They rely on historical 

data analysis, expert judgment, and established risk frameworks. However, traditional approaches may 

face limitations in addressing emerging risks, lack agility, and be overly reliant on historical data. 

On the other hand, innovative risk management methodologies leverage advanced technologies, data 

analytics, and real-time monitoring. They enable banks to capture emerging risks, enhance risk 

identification and measurement accuracy, and improve agility and responsiveness. However, innovative 

approaches may face challenges related to data privacy and security, the need for skilled resources, 

and potential model complexities. 

The findings emphasize the importance of striking a balance between traditional and innovative risk 

management approaches. Commercial banks should recognize that both approaches have their merits 

and integrate them in a complementary manner. Embracing a balanced approach enables banks to 

effectively manage known risks while proactively addressing emerging risks and leveraging 

opportunities. 

To strike this balance, commercial banks should enhance their data capabilities, foster a culture of 

innovation and risk-awareness, invest in technology and expertise, foster collaboration and integration 

across departments, stay abreast of regulatory developments, and continuously assess and improve 

their risk management practices. 

By adopting a balanced approach and implementing the recommendations outlined in this paper, 

commercial banks can optimize their risk management practices, capture emerging risks, and capitalize 

on new opportunities. This will enable them to navigate the complexities and uncertainties of the modern 

banking industry, ensuring the stability, profitability, and sustainability of their operations in a rapidly 

changing and competitive market. 

In conclusion, the comparative analysis of traditional and innovative risk management approaches 

contributes to the existing body of knowledge on risk management in commercial banking. Recognizing 

the strengths and weaknesses of each approach and integrating them effectively will empower banks 

to navigate the evolving risk landscape and achieve their strategic objectives in a dynamic and 

challenging banking environment. 
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