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Postgraduate Certificate in Risk Management for Central Banks (Bangladesh)

Enterprise Risk Management

Acceleration Clause refers to a provision in a loan agreement that requires the borrower to repay the loan
immediately if certain conditions are not met. This concept is related to Credit Risk Management and is
crucial in Enterprise Risk Management for Central Banks. Acceleration clauses are often used to protect the
lender from potential losses by allowing them to demand immediate repayment if the borrower's financial
situation deteriorates.

Acceptable Risk is the level of risk that an organization is willing to accept in order to achieve its objectives.
In the context of Enterprise Risk Management, acceptable risk is determined by the organization's risk
tolerance and is a key concept in risk management. Central Banks, such as the one in Bangladesh, must
determine their acceptable risk levels when managing foreign exchange reserves or implementing monetary
policies.

Accounting Risk arises from the inaccurate or incomplete financial reporting of an organization. This type of
risk can have significant consequences, including financial losses and reputational damage. In the context of
Enterprise Risk Management, accounting risk is a critical consideration for Central Banks, as accurate
financial reporting is essential for effective decision-making.

Actuarial Science is the study of statistical models and techniques to assess and manage risk in financial and
insurance applications. Actuaries use mathematical models to analyze and predict the likelihood of certain
events, such as natural disasters or changes in interest rates. In the context of Enterprise Risk Management,
actuarial science is used to quantify and manage risk in Central Banks, particularly in the areas of asset
liability management and insurance risk management.

Adverse Selection occurs when one party in a transaction has more information than the other, resulting in
an unequal distribution of risk. This concept is related to Credit Risk Management and is a challenge for
Central Banks, as they must ensure that their lending practices do not favor certain borrowers over others.

Aggregate Risk is the total risk faced by an organization, taking into account all potential risks and their
interrelationships. In the context of Enterprise Risk Management, aggregate risk is a critical consideration
for Central Banks, as they must manage a wide range of risks, including credit risk, market risk, and
operational risk.

Algorithmic Trading uses computer programs to automatically execute trades based on predefined rules.
This type of trading can increase the efficiency and speed of trading, but also introduces new risks, such as
the potential for rapid losses if the algorithm is flawed. In the context of Enterprise Risk Management,
algorithmic trading is a consideration for Central Banks, particularly in the management of foreign exchange
reserves.

Asset Liability Management (ALM) is the process of managing an organization's assets and liabilities to
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achieve its financial objectives. ALM involves matching the duration and risk of assets with the duration and
risk of liabilities, and is a critical consideration for Central Banks, as they must manage their balance sheets
to maintain financial stability.

Asset Pricing Model is a theoretical framework used to estimate the value of financial assets, such as stocks
and bonds. Asset pricing models, such as the Capital Asset Pricing Model (CAPM), are used to determine
the expected return on an investment and to manage risk. In the context of Enterprise Risk Management,
asset pricing models are used by Central Banks to value their assets and liabilities and to make informed
investment decisions.

Audit Committee is a committee responsible for overseeing an organization's internal audit function and
ensuring the accuracy and reliability of financial reporting. The audit committee plays a critical role in
Enterprise Risk Management, as it provides an independent review of an organization's risk management
practices and internal controls.

Audit Risk arises from the failure of an audit to detect material errors or irregularities in financial reporting.
Audit risk is a consideration for Central Banks, as they must ensure that their financial reporting is accurate
and reliable.

Backtesting is the process of evaluating the performance of a risk model or investment strategy using
historical data. Backtesting is used to assess the accuracy and effectiveness of risk models and to identify
potential weaknesses. In the context of Enterprise Risk Management, backtesting is a critical consideration
for Central Banks, as they must ensure that their risk models are accurate and reliable.

Bank for International Settlements (BIS) is an international organization that promotes cooperation and
coordination among Central Banks. The BIS provides a framework for Central Banks to manage risk and
maintain financial stability, and is a key player in the development of international banking standards.

Basel Accords are a set of international banking standards developed by the Basel Committee on Banking
Supervision. The Basel Accords provide a framework for banks to manage risk and maintain capital
adequacy, and are a critical consideration for Central Banks, as they must ensure that their banking systems
comply with these standards.

Black Swan Event is a rare and unpredictable event that has a significant impact on an organization or the
financial system. Black swan events, such as the 2008 global financial crisis, are a challenge for Central
Banks, as they must be prepared to respond to unexpected events and maintain financial stability.

Board of Directors is the governing body of an organization, responsible for overseeing its strategy and
operations. The board of directors plays a critical role in Enterprise Risk Management, as it provides
oversight and guidance on risk management practices and ensures that the organization is managed in a
responsible and ethical manner.

Business Continuity Planning (BCP) is the process of developing strategies and plans to ensure that an
organization can continue to operate in the event of a disruption or crisis. BCP is a critical consideration for
Central Banks, as they must ensure that they can maintain financial stability and continue to operate in the

Read online: https://learnuni.com/glossaries/8255900/enterprise-risk- LearnUNI - 22 Jul 2026
management



LearnlUINI GLOSSARY

LEARNING SHOULD BE FREE

event of a crisis.

Capital Adequacy is the ability of a bank to meet its capital requirements and maintain a minimum level of
capital. Capital adequacy is a critical consideration for Central Banks, as they must ensure that their banking
systems have sufficient capital to absorb potential losses and maintain financial stability.

Cash Flow at Risk (CFaR) is a measure of the potential change in an organization's cash flow over a given
time horizon. CFaR is used to manage liquidity risk and ensure that an organization has sufficient cash flow
to meet its obligations. In the context of Enterprise Risk Management, CFaR is a consideration for Central
Banks, as they must manage their cash flow to maintain financial stability.

Central Bank is a national bank that manages a country's monetary policy and maintains financial stability.
Central Banks, such as the one in Bangladesh, play a critical role in Enterprise Risk Management, as they
must manage a wide range of risks, including credit risk, market risk, and operational risk.

Chief Risk Officer (CRO) is the executive responsible for overseeing an organization's risk management
practices and ensuring that risk is managed in a responsible and effective manner. The CRO plays a critical
role in Enterprise Risk Management, as they provide leadership and guidance on risk management practices
and ensure that the organization is managed in a responsible and ethical manner.

Collateralized Loan Obligation (CLO) is a type of financial instrument that represents a claim on a pool of
loans. CLOs are used to manage credit risk and provide a source of funding for lenders. In the context of
Enterprise Risk Management, CLOs are a consideration for Central Banks, as they must manage their credit
risk and ensure that their lending practices are sound.

Commaodity Risk is the risk that an organization's financial position will be affected by changes in
commodity prices. Commodity risk is a consideration for Central Banks, as they must manage their foreign
exchange reserves and ensure that changes in commodity prices do not have a significant impact on their
financial position.

Compliance Risk is the risk that an organization will fail to comply with relevant laws, regulations, and
standards. Compliance risk is a critical consideration for Central Banks, as they must ensure that their
practices and operations comply with relevant laws and regulations.

Contingent Liability is a potential liability that may arise in the future, but is not currently recognized as a
liability. Contingent liabilities, such as guarantees and warranties, are a consideration for Central Banks, as
they must manage their potential liabilities and ensure that they have sufficient resources to meet their
obligations.

Counterparty Risk is the risk that a counterparty will fail to meet its obligations, resulting in a loss for the
organization. Counterparty risk is a critical consideration for Central Banks, as they must manage their credit
risk and ensure that their counterparties are creditworthy.

Country Risk is the risk that a country's economic or political conditions will affect an organization's
financial position. Country risk is a consideration for Central Banks, as they must manage their foreign
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exchange reserves and ensure that changes in country risk do not have a significant impact on their
financial position.

Credit Default Swap (CDS) is a type of financial instrument that provides protection against default by a
borrower. CDS are used to manage credit risk and provide a source of funding for lenders. In the context of
Enterprise Risk Management, CDS are a consideration for Central Banks, as they must manage their credit
risk and ensure that their lending practices are sound.

Credit Risk is the risk that a borrower will fail to meet its obligations, resulting in a loss for the lender. Credit
risk is a critical consideration for Central Banks, as they must manage their credit risk and ensure that their
lending practices are sound.

Credit Scoring is the process of assigning a credit score to a borrower based on its creditworthiness. Credit
scoring is used to manage credit risk and ensure that lenders are making informed decisions about their
lending practices. In the context of Enterprise Risk Management, credit scoring is a consideration for Central
Banks, as they must manage their credit risk and ensure that their lending practices are sound.

Credit Spread is the difference between the yield on a credit instrument and the yield on a comparable risk-
free instrument. Credit spreads are used to measure credit risk and are a consideration for Central Banks, as
they must manage their credit risk and ensure that their lending practices are sound.

Currency Risk is the risk that changes in exchange rates will affect an organization's financial position.
Currency risk is a consideration for Central Banks, as they must manage their foreign exchange reserves and
ensure that changes in exchange rates do not have a significant impact on their financial position.

Data Mining is the process of analyzing large datasets to identify patterns and relationships. Data mining is
used in Enterprise Risk Management to identify potential risks and opportunities and to inform decision-
making. Central Banks, such as the one in Bangladesh, can use data mining to analyze large datasets and
identify potential risks and opportunities.

Default Risk is the risk that a borrower will fail to meet its obligations, resulting in a loss for the lender.
Default risk is a critical consideration for Central Banks, as they must manage their credit risk and ensure
that their lending practices are sound.

Derivative is a financial instrument whose value is derived from the value of an underlying asset. Derivatives,
such as options and futures, are used to manage risk and provide a source of funding for investors. In the
context of Enterprise Risk Management, derivatives are a consideration for Central Banks, as they must
manage their risk and ensure that their investments are sound.

Diversification is the process of spreading investments across different asset classes to reduce risk.
Diversification is a critical consideration for Central Banks, as they must manage their investments and
ensure that their portfolios are diversified and sound.

Economic Capital is the amount of capital that an organization requires to cover its potential losses and
maintain its financial stability. Economic capital is a consideration for Central Banks, as they must manage
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their capital and ensure that they have sufficient resources to meet their obligations.

Enterprise Risk Management (ERM) is the process of identifying, assessing, and managing risk across an
organization. ERM is a critical consideration for Central Banks, as they must manage a wide range of risks,
including credit risk, market risk, and operational risk.

Expected Loss (EL) is the amount of loss that an organization expects to incur over a given time horizon. EL
is used to manage risk and ensure that an organization has sufficient resources to meet its obligations. In
the context of Enterprise Risk Management, EL is a consideration for Central Banks, as they must manage
their risk and ensure that they have sufficient resources to meet their obligations.

Expected Shortfall (ES) is a measure of the potential loss that an organization may incur over a given time
horizon. ES is used to manage risk and ensure that an organization has sufficient resources to meet its
obligations. In the context of Enterprise Risk Management, ES is a consideration for Central Banks, as they
must manage their risk and ensure that they have sufficient resources to meet their obligations.

Financial Institution is an organization that provides financial services, such as banking, insurance, and
investments. Financial institutions, such as Central Banks, play a critical role in the financial system and must
manage a wide range of risks, including credit risk, market risk, and operational risk.

Financial Risk is the risk that an organization's financial position will be affected by changes in market
conditions or other factors. Financial risk is a consideration for Central Banks, as they must manage their
financial risk and ensure that their financial position is sound.

Foreign Exchange Risk is the risk that changes in exchange rates will affect an organization's financial
position. Foreign exchange risk is a consideration for Central Banks, as they must manage their foreign
exchange reserves and ensure that changes in exchange rates do not have a significant impact on their
financial position.

Foreign Exchange Reserve is a stock of foreign currencies held by a Central Bank to manage its foreign
exchange risk. Foreign exchange reserves are used to stabilize the exchange rate and maintain financial
stability. In the context of Enterprise Risk Management, foreign exchange reserves are a critical
consideration for Central Banks, as they must manage their foreign exchange risk and ensure that their
financial position is sound.

Forward Contract is a type of financial instrument that obligates the buyer and seller to exchange an asset
at a predetermined price on a future date. Forward contracts are used to manage risk and provide a source
of funding for investors. In the context of Enterprise Risk Management, forward contracts are a
consideration for Central Banks, as they must manage their risk and ensure that their investments are
sound.

Funding Risk is the risk that an organization will be unable to meet its funding obligations, resulting in a
loss of liquidity. Funding risk is a consideration for Central Banks, as they must manage their funding risk
and ensure that they have sufficient liquidity to meet their obligations.
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Gap Risk is the risk that an organization's assets and liabilities will not be matched, resulting in a loss. Gap
risk is a consideration for Central Banks, as they must manage their assets and liabilities and ensure that
they are matched to minimize risk.

Hedging is the process of reducing risk by taking a position in a security that offsets the risk of another
security. Hedging is used to manage risk and provide a source of funding for investors. In the context of
Enterprise Risk Management, hedging is a consideration for Central Banks, as they must manage their risk
and ensure that their investments are sound.

Inflation Risk is the risk that inflation will erode the value of an organization's assets and liabilities. Inflation
risk is a consideration for Central Banks, as they must manage their inflation risk and ensure that their
financial position is sound.

Insurance Risk is the risk that an organization will incur losses due to unforeseen events, such as natural
disasters or accidents. Insurance risk is a consideration for Central Banks, as they must manage their
insurance risk and ensure that they have sufficient resources to meet their obligations.

Interest Rate Risk is the risk that changes in interest rates will affect an organization's financial position.
Interest rate risk is a consideration for Central Banks, as they must manage their interest rate risk and ensure
that their financial position is sound.

Internal Audit is the process of evaluating an organization's internal controls and risk management
practices. Internal audit is a critical consideration for Central Banks, as they must ensure that their internal
controls are sound and that their risk management practices are effective.

Internal Control is a process or system that is designed to provide reasonable assurance that an
organization's objectives will be achieved. Internal controls are a critical consideration for Central Banks, as
they must ensure that their internal controls are sound and that their risk management practices are
effective.

International Financial Reporting Standards (IFRS) are a set of accounting standards that provide a
framework for financial reporting. IFRS are used to ensure that financial reporting is consistent and
comparable across different countries and industries. In the context of Enterprise Risk Management, IFRS
are a consideration for Central Banks, as they must ensure that their financial reporting is accurate and
reliable.

Investment Risk is the risk that an organization's investments will not perform as expected, resulting in a
loss. Investment risk is a consideration for Central Banks, as they must manage their investment risk and
ensure that their investments are sound.

Liquidity Risk is the risk that an organization will be unable to meet its short-term funding obligations,
resulting in a loss of liquidity. Liquidity risk is a consideration for Central Banks, as they must manage their
liquidity risk and ensure that they have sufficient liquidity to meet their obligations.

Market Risk is the risk that an organization's financial position will be affected by changes in market
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conditions, such as changes in interest rates or commodity prices. Market risk is a consideration for Central
Banks, as they must manage their market risk and ensure that their financial position is sound.

Microprudential Regulation is the process of regulating and supervising individual financial institutions to
ensure that they are managed in a safe and sound manner. Microprudential regulation is a critical
consideration for Central Banks, as they must ensure that their financial institutions are managed in a safe
and sound manner.

Model Risk is the risk that a risk model will not accurately predict potential losses or risks. Model risk is a
consideration for Central Banks, as they must ensure that their risk models are accurate and reliable.

Monetary Policy is the process of using monetary instruments, such as interest rates and reserve
requirements, to manage the money supply and maintain financial stability. Monetary policy is a critical
consideration for Central Banks, as they must manage their monetary policy to maintain financial stability
and promote economic growth.

Operational Risk is the risk that an organization's internal processes, systems, or people will fail, resulting in
a loss. Operational risk is a consideration for Central Banks, as they must manage their operational risk and
ensure that their internal processes and systems are sound.

Option is a type of financial instrument that gives the holder the right, but not the obligation, to buy or sell
an underlying asset at a predetermined price. Options are used to manage risk and provide a source of
funding for investors. In the context of Enterprise Risk Management, options are a consideration for Central
Banks, as they must manage their risk and ensure that their investments are sound.

Portfolio Optimization is the process of selecting the optimal mix of assets to achieve an organization's
investment objectives while minimizing risk. Portfolio optimization is a consideration for Central Banks, as
they must manage their investments and ensure that their portfolios are optimized to achieve their
objectives.

Probability of Default (PD) is a measure of the likelihood that a borrower will default on its obligations. PD is
used to manage credit risk and ensure that lenders are making informed decisions about their lending
practices. In the context of Enterprise Risk Management, PD is a consideration for Central Banks, as they
must manage their credit risk and ensure that their lending practices are sound.

Regulatory Capital is the amount of capital that a financial institution is required to hold to meet regulatory
requirements. Regulatory capital is a consideration for Central Banks, as they must ensure that their financial
institutions have sufficient capital to meet regulatory requirements.

Regulatory Risk is the risk that changes in regulations or laws will affect an organization's financial position.
Regulatory risk is a consideration for Central Banks, as they must manage their regulatory risk and ensure
that their financial position is sound.

Reputation Risk is the risk that an organization's reputation will be damaged, resulting in a loss of business
or revenue. Reputation risk is a consideration for Central Banks, as they must manage their reputation risk
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and ensure that their reputation is maintained.

Risk Appetite is the amount of risk that an organization is willing to take to achieve its objectives. Risk
appetite is a critical consideration for Central Banks, as they must manage their risk appetite and ensure
that their risk management practices are aligned with their objectives.

Risk Assessment is the process of identifying, assessing, and prioritizing risks. Risk assessment is a critical
consideration for Central Banks, as they must manage a wide range of risks, including credit risk, market
risk, and operational risk.

Risk Management is the process of identifying, assessing, and managing risk to achieve an organization's
objectives. Risk management is a critical consideration for Central Banks, as they must manage a wide range
of risks, including credit risk, market risk, and operational risk.

Risk Model is a mathematical model used to predict potential losses or risks. Risk models are used to
manage risk and provide a source of funding for investors. In the context of Enterprise Risk Management,
risk models are a consideration for Central Banks, as they must ensure that their risk models are accurate
and reliable.

Risk Premium is the excess return demanded by investors to compensate for the risk of an investment. Risk
premium is a consideration for Central Banks, as they must manage their risk premium and ensure that their
investments are sound.

Risk Tolerance is the amount of risk that an organization is willing to take to achieve its objectives. Risk
tolerance is a critical consideration for Central Banks, as they must manage their risk tolerance and ensure
that their risk management practices are aligned with their objectives.

Scenario Analysis is the process of analyzing potential scenarios to identify and manage risk. Scenario
analysis is used to manage risk and provide a source of funding for investors. In the context of Enterprise
Risk Management, scenario analysis is a consideration for Central Banks, as they must manage their risk and
ensure that their investments are sound.

Sensitivity Analysis is the process of analyzing how changes in assumptions or variables will affect an
organization's financial position. Sensitivity analysis is used to manage risk and provide a source of funding
for investors. In the context of Enterprise Risk Management, sensitivity analysis is a consideration for Central
Banks, as they must manage their risk and ensure that their investments are sound.

Stress Testing is the process of analyzing an organization's financial position under extreme scenarios to
identify and manage risk. Stress testing is used to manage risk and provide a source of funding for
investors. In the context of Enterprise Risk Management, stress testing is a consideration for Central Banks,
as they must manage their risk and ensure that their investments are sound.

Systemic Risk is the risk that a failure in one part of the financial system will have a ripple effect and cause
widespread damage. Systemic risk is a consideration for Central Banks, as they must manage their systemic
risk and ensure that their financial system is stable.
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Tail Risk is the risk that an extreme event will occur, resulting in a significant loss. Tail risk is a consideration
for Central Banks, as they must manage their tail risk and ensure that their financial position is sound.

Value at Risk (VaR) is a measure of the potential loss that an organization may incur over a given time
horizon. VaR is used to manage risk and provide a source of funding for investors. In the context of
Enterprise Risk Management, VaR is a consideration for Central Banks, as they must manage their risk and
ensure that their investments are sound.

Volatility is the measure of the degree of uncertainty or risk associated with an investment or asset. Volatility
is a consideration for Central Banks, as they must manage their volatility and ensure that their investments
are sound.

Yield Curve is a graph that shows the relationship between interest rates and the time to maturity of a bond.
Yield curves are used to manage risk and provide a source of funding for investors. In the context of
Enterprise Risk Management, yield curves are a consideration for Central Banks, as they must manage their
yield curves and ensure that their investments are sound.
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