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Abstract:

The bank risks has greaten and changed in its nature under the developments of
financial liberalization, banking innovation and increasing use for new financial
instruments which created by the huge technological advancement happened in
the banking industry. So that, banks in large choose to base the profitability
measures adjusted for risks. The most important reason led us to do this is the
restriction to use the modern statistical methods by trade bank in Arab countries
equally with world banks which were the antecedent to base those models.
Therefore, the research problem is embedded in the banks need to use measures
that link between profitability and risks and this is what achieved by RARCO
model (risk-adjusted rate of capital return) which will provide a clear view about
all risks surrounded the bank and the required amount of capital to face an
unexpected risks.

Key words: banking risk, return and risk, risk weighted capital (RAROC model),
Popular Credit of Algeria.
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