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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Q1.  
I          a). The definition of Equity in risk management is the principle that the value of the equity in a financial commodity, i.e. the value of a business equity, may rise or fall depending on the equity factors outside of its control e.g. interest rates. 
I.            b) The definition of Commodity Risk is the risk undertaken in financial      trading when the commodity, raw material, prices fluctuate itself. For example a wooded furniture business manages the commodity risk that the price of felling and exporting the raw material to the factory are out of his control.   

II. Political risk is divided into two categories, namely macro and micro political risk. As the quantitative terms indicate, it is directly referred to the size of the political factor that influence the risk, for example, a country related political risk compared to a company related political risk. A macro risk is one therefore that can be devastating to a business if there is a country risk i.e. civil war, where a government could seize assets without compensation. A micro risk is smaller and more specific to the either the business or area of business that may suffer at the hands of a tax rise or regulatory measures made against it by a government.
III. Credit risk is where an anticipated payment will be made but the risk exists to contradict it. A positive action of payment can become a negative action where a payment is not made creating a financial void that must be now filled. This risk exists when usually a borrower or counterparty default on payment due to either inability or refusal. This is in the form of a breach of contract when usually a lending based agreement occurs. Therefore the risk is the likelihood of a payment on the contracts. The main categories in credit risk are Bonds, in retail lending, corporate lending, and a number of associated lending based agreements. Therefore the basis of a loan is the expectation that the loan will be repaid at some point, but if not then a risk is present which should be managed. 
IV. The categories of social risk comprise basically of the elements that may affect a business due to socioeconomic reasons that are beyond the realm of affecting the business that can only be minimally controlled or influenced. Primarily, it the effect on a business that is a reflection on the labour available due to the variety of factors that directly affect it. Whether there is an issue with the availability of an appropriate level of recruits, including their language abilities, education and their demographics. For example, if a manual labour workforce is required but the age of the local workforce is too old to be efficient then this is a social risk that should be highlighted and consequently managed. When a market for opening a local business, the external factors that may affect the local population, their income and their status, are they likely to improve the said business. A local business may suffer if the immediate consumers do not have a certain level of disposable income. For example, opening up a high class gymnasium in high unemployment area.    
V. Technology risk management can add unlimited benefits to a company who employ them. Technology is a field that is so fast moving that keeping up with advancements is a full time job in itself. So, keeping ahead of rivals and improving service to customers is an essential part of competition in business. Employing the necessary management of technology risks can streamline a business. With better quality, speed and quantity of information they receive and use, can reduce costs and inflate the efficiency of the outgoings, and in the globalized world, significantly improve communications. With an increase in the world of cyber threats, managing technology risks has now become an essential part of any risk management strategy in the modern world, and is overlooked or under valued at business’s peril. 
VI. Operational Risk type can be matched to the following categories; Theft and fraud, bribery, health and safety issues and Money Laundering. 
Credit Risk type can be matched to the following categories; business related loans and indemnity commission. 
Market risk type can be matched the following category; Change in foreign exchange rates. 

Q.2          Financial risk is a priority for any business. It is an essential component to any risk strategy as it not only affects every business, but to be successful then all the factors that influence the financial risk must be addressed.  The risk can be divided into the three general areas of credit, market and liability risk. It is arguable the amount of risk management one may apply to each area, as the influence that a management strategy can incorporate to combat the risk are not equal. As credit risk, the driving force is the management of an area where a payment is due in return for the loan in an agreement. A risk that can be lessened by thorough management procedures and contracts. Not so easy to manage against is market risk where the outcome is influenced by external market factors. A difficult risk to manage as the external factors of rates and prices of other businesses, known as market risk factors are susceptible to the movement of rates of other businesses. Therefore, it would be an incredible foresight to manage for all these factors, so an equal strategic planning be unnecessary, and would be perhaps be better off spent elsewhere. Liquidity risk on the other hand is the management of assets that are accessible if necessary to prevent bankruptcy. It is more of a safeguard for any business risk strategy to prevent everything falling inwards in the case of an emergency. This risk must be managed properly and its importance in reflected in whether a strategy can ‘sink or swim’ when needed. All three factors combined into the financial risk are essential, but mismanaged in terms of equal division could end up being a poor financial risk management strategy. 

Q.3       General environmental policies within a risk management strategy can prove beneficial if the customer base is anticipating and willing to support a more environmentally friendly business. The benefits can be endless, supporting environmental projects, preventing pollution and encouraging recycling. This in turn will attract attention to those who wish to support this vision and evolve the resourcing and customer base growth. However, the risk of the strategizing environment factors can be fraught with dangers. For example, a company that relies on natural products can be at the whim of external factors such as the weather and climate. If the company relied on the availability of the natural resources then the availability must also be risk managed. The evolving environment regulations to prevent pollution and address health problems are also factors that must be considered and may end up restricting a company’s product range and availability and so therefore will ultimately impede customer’s requirements.   

Case Study
1. The type of business risk that David is facing is within his control, therefore it can be managed. This type of risk management is described as an internal risk. Also known as a micro risk, a controlled risk within a business is called an operational risk because of these factors. 
2. The environmental issues present with David’s hair dressing business is that due to his wet work undertaken, the pollution effect is a risk that perhaps he must address. To prevent being in trouble for falling foul of environmental legislation, he must address his water management to prevent prosecution. . 
3. The operational risks in this business that need risk management are the health and safety factors, and the employee practices and workplace safety. For example, prevention of wet floor hazards and using hairdressing chemicals in a safe manner.  
4. The benefits for a risk management strategy would be significant and would be essential if there is a catastrophe to be avoided. A number of factors that could be risk managed have serious consequences that if not managed properly could result in the total loss of David’s business.  The operational risks could and should be managed to prevent them leading to other irreversible risks. For example, the health and safety risks, that if failure to comply with could end in harm to property and/or employees which in turn could result in financial recompense to employees if harmed at work. If this highlights David’s lack of managed liability risk, it could lead to bankruptcy. 
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