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Q. 1. I. a 

Equity risk is caused by equity value fluctuations.

Q. 1. I. b 

Commodity risk is caused by commodity price fluctuations.

Q. 1. II

There are two main categories of political risk are often identified as macro political and micro political. They may also be called firm-specific and country-specific political risks.

The Macro Political Risks may potentially affect all companies in a country. Threats may come from extreme actions, including civil war, terrorism, a coup, or military takeovers. As a result of such events, governments may seize the assets of the business without compensation

The Micro Political Risks affect only specific companies, industries, or types of ventures. These risks may be due to new regulations or taxes imposed on particular kinds of businesses in the country.

Q. 1. III 

· Credit risks occur when positive cash flows are anticipated in the future. If we expect someone to make a payment, the possibility exists that they might not pay the money owed. This would cause a loss as we would have to replace the missing money. Thus, credit risk is the possibility of loss due to the failure of another person to fulfill their contractual responsibilities, perhaps because they have skipped a payment. Credit risk may be defined as financial loss caused by default by the counterparty or borrower. Default may not always signify legal bankruptcy of an individual or company. It may simply mean a failure to meet contractual obligations on time due to reluctance or inability. The extent of the loss can be measured by the free-market cost of replacing the lost cash flow.

· Credit risk can be divided into the following comprehensive categories:

· Bonds:
· Government Bonds
· Structured Bonds including RMBS, CMBS, ABS, and CDOs
· Corporate Bonds
· Sovereign Bonds

· Retail Lending:
· Retail Mortgages
· Credit Cards and Overdrafts
· Other Secured Retail Lending
· Other Unsecured Retail Lending

· Corporate Lending:
· Commercial Mortgages
· Small and Medium Enterprise (SME) Unsecured Lending
· Other Secured Commercial Lending, such as, asset finance and trade finance
· Wholesale (non-SME) Unsecured Lending including syndicated loans

· Deposit Counterparties
· Tenant Default Money Market Counterparties, including Asset-Backed Commercial Paper
· Over-the-Counter (OTC) Counterparty Default
· Securities Lending Counterparty Default Risk
· Derivative Exchanges and other Clearing House Counterparty Default Risk
· Dealing and Settlement Counterparty Default Risk (this will usually be mitigated through simultaneous delivery and payment or DVP settlement)
· Custodian Counterparty Default Risk, which should be mitigated by ring-fencing of assets from those of the custodian
· (Re) insurer Default – Insurable Risks – this relates to defaults of an insurer and resulting loss of cover which is different to any loss on investment products issued by that insurer
· Insurance and other Asset Management product exposure including guaranteed products and reinsured fund links
· Miscellaneous Credit Risk
· Business Related Loans – the risk of loss on default on loans which are advanced to support strategic objectives as distinct from loans advanced as part of the normal business of the lending institution or as an investment
· Accruals or amounts pre-paid for services
· Indemnity Commission
· Trade Debtors
· Aggregation and diversification of Credit Risk including aggregations of exposure to a single counterparty across categories

Q. 1. IV. 

· Social risk studies those elements of society that affect business performance over which businesses have minimal control or influence. Existing and emerging trends in lifestyle social attitudes and choices are reviewed in terms of the risks and opportunities resulting from the evolving characteristics of the labour force.

· The sources of social risk are as follows
· Poorly educated new recruits, particularly with regard to language skills
· Language barriers to international trade
· Decreasing percentage of people of working age in the entire population
· Inappropriate marketing strategies due to a lack of understanding of the new socio-economic groups, their income range, geographical dispersion or the percentage of the overall population that they represent
· The value of the home improvement market and ways in which it responds to interest rates
· Rising obesity, especially among teenagers, and its potential influence on the future workforce
· Loss of market share due to not addressing the grey market needs

Q. 1. V. 

Technology risk management can benefit a business as per the followings:

· Improves the quality of information for decision making purposes. Successful business leaders will take advantage of new ways of doing business based on dealing with the increasing amount of information, and creating advanced processes and products faster than their competitors
· Encourages a proactive approach to managing technology projects and highlights the risks to investment in technology
· Highlights the threats which exist to current business practices from new business-to-customer relationships
· Highlights the loss of market share caused by a competitor’s improved product design
· Ensures that developments in technology within manufacturing processes are continuously reviewed because technology advances can improve productivity

Q. 1. VI.  each risk type is matched with its risk categories as per the followings :

· Operational risk : Theft and fraud, bribery, Health and safety issues, Money laundering
· Credit Risk : Business Related Loans, Indemnity commission
· Market Risk : Change in foreign exchange rates

Q. 2 

Financial risks are among the highest-priority types of risk for every business. Such risk is caused by market movements due to a number of factors and this risk can be classified into three categories i.e., market risk, credit risk, and liquidity risk.

It is worth to mentioned that, managing financial risks effectively is a huge challenge faced by every business and is a critical success factor for any business and such risks need to be identified, measured, monitored, managed, and reported on a regular basis in order of every business to remain stable by ensuring that, all its financial concerns are met through a combination of funding sources, investment liquidity, contingent Liabilities…etc.

Q. 3 

· When a business deals proactively with environmental issues, it not only contributes to the national programme to protect the environment, but it can also exploit business opportunities to improve business success. By introducing genuine environmental policies within its marketing activities, a business may attract customers, investors and employees. In addition, its production costs may be reduced through recycling, resource efficiencies and increased demand. The extent of success achieved from introducing an environmental programme will depend on its appeal to customers, current or planned competitor activities, cost/benefit ratio of implementing the programme and understanding the current legislation. The legislation that governs environmental protection is very comprehensive and includes but is not limited to areas such as : chemicals, air, land, energy, noise and statutory nuisance, plant protection, pollution, waste, radioactive substances and water.

· Accordingly, by introduction of genuine environmental policies the following business benefits can be achieved:

· Encourages companies to think about business continuity issues arising from possible climate change events
· Businesses think about and plan for adverse environmental incidents;
· Creates marketing initiatives to promote products and brands in relation to the environment, sustainability, renewable energy, and preserving natural resources;
· Management can focus on possible revenue generating activities rather than fighting bad publicity;
· Get less attention from regulatory bodies;
· Increased market share where customers prefer to support businesses with good environmental programmes; and
· Reduces exposure to prosecution.

Case Study

1. There are  many factors can impact this individual business in the domestic market i.e., 

· Operational risk (people risk, legal risk, health and safety related risk as part of employee practices & workplace safety and risk towards clients and products with the effects of such products on clients and other parties as well) 
· Environment risk
· Other possible risk for the image and reputation of the salon within society

2. Yes; the salon is dealing with multi materials which could affect the environment – even with limits – such as hair sprays, chemical shampoos…etc. Accordingly, having environmental issues could lead to 
· Get more attention from regulatory bodies
· Decreased market share where customers will not prefer to support businesses with bad environmental programmes

3. Yes, there are some operational risks could be related to inadequate internal processes & internal controls in addition to risks which could be related to people & personnel quality (such as employing personnel who are incompetent which could lead to negligence by those personnel). In addition to that, we can imagine some legal issues related to this business as well.

4. The benefits for the implementation of risk management for this business as follows :

· Reduced risk of reputational damage
· Offers more effective regulatory, contractual, and statutory/legal compliance
· Improved ability to achieve business objectives
· Promoting the brand in respect to an environment friendly procedures and policies
· Get minimal attention from regulatory authorities
· Avoid legal disputes & issues
· Reduces exposure to prosecution & legal proceedings
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