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Abstract: The research aimed to measure the impact of a group of financial risks on return on
equity. The descriptive statistical method was used as an approach to process and analyze the
data. To achieve the research objectives and test the hypotheses, the following financial risks
(exchange rate risk, capital risk, liquidity risk) were chosen as an independent variable. The return
on equity index was also used to measure financial performance as a dependent variable, and all
data were extracted from the annual financial reports of the six banks listed on the Bahrain Stock
Exchange. The research reached several results, the most important of which is the absence of a
statistically significant effect of both capital risk and liquidity risk on the return on equity of banks
listed on the Bahrain Stock Exchange. It also became clear that there is an effect of exchange rate
risk on the return on equity, and the essence of the risk management process is Working to limit
the occurrence of various risks and reduce their effects and negative repercussions and limit them
as much as possible, with the institution’s management focusing on the veracity and quality of
information, which is the main source for identifying and managing the risks it faces and dealing
with cases of uncertainty. The research recommended bank departments to strengthen internal
banking control in order to reduce Risks of all kinds and stimulating the economy. Developing
well-thought-out risk management strategies that suit the rapid changes in the business
environment, to reduce the severity of the risks facing banks, and they must be applicable and
committed to professional ethics, and to standards of transparency, financial disclosure, and tight
oversight. Involving workers in the banking sector in a series of workshops, courses and scientific
conferences, and providing human competencies trained in risk management, especially treating
the risks generated from modern electronic transactions, because of its importance and diverse
effects on the economy.
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