Running head: ECONOMICS WEEK 14

1

ECONOMICS WEEK 14

4

Economic Week 14

Student’s Name

Lecturer’s Name

Course Code & Name

Date of Submission

Saudi Arabia is a nation located in the Middle East. The kingdom has an extensive monetary policy that comprises of the Saudi Arabian Monetary Authority (SAMA) which is the central bank (Barnett & Alkhareif, 2015). Additionally, there are several licensed retail banks, lending institutions and the stock market that provide the citizens with investment and banking opportunities within the nation. Previously, Saudi Arabia relied heavily on the oil exports as a way of enhancing investments and increasing its regional ties with nations across the globe (Barnett & Alkhareif, 2015). However, the nation has resorted to international banking in a bid to increase its regional control over the Middle East and across the region.

A primary consideration from an international banking perspective relies on the exchange rate of the nation's currency to other currencies (Amar et al., 2015). Further, Saudi Arabia considers the impact of the invested global funds across the world. As a leading lender and donor in many oversee nations, Saudi Arabia endeavors to promote international banking through the regional stock exchange (Amar et al., 2015). Additionally, the country has rolled out the online banking platform that would encourage international banking perspective for the benefit to the nation (Amar et al., 2015). 

Indeed there are currency risks that Saudi Arabia would face relating to their international banking perspectives. First, there is a possibility of currency devaluation compared to the already existing companies (Al-Maghzom et al., 2016). Despite the oil exports, the nation would experience uncertainties in the gains and losses across the world’s major currencies. Second, the nation's money would experience transaction risk arising from fluctuations in the exchange rates across the globe (Al-Maghzom et al., 2016). Additionally, since the nation would have subsidiary firms across the Middle East trading bloc, its currency would face contingent risks through the contractual agreements in other countries (Amar et al., 2015). The risks would often result in economic improbability for the nation’s currency while trading with other states.
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