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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. 
	Please insert your completed assignment ( in word format)  here:








FINANCIAL RISK 

1.i) Liquidity risk- this arises when there is an inability to meet financial obligations in the short term  like the payment of staff salaries, rent moneys due and basic supplies. 
  Interest rate risks arise when the disposable income of the consumers are affected by hikes in interest rates and so trade is discouraged.
  Credit risk arises due to the inability of customers to pay for goods supplied to them.

ii) The benefits of financial risk management are as follows : 
     Improved financial planning and control. 
     Improved healthy investment choices. 
      Constant monitoring of the economy. 

iii). Liquidity risk arises when there is an inability to execute transactions. One example is the inability to sell of an asset because the asset is obsolete.

2. The difference between liquidity risk and credit risk is as follows: Liquidity risk applies to firms and arises when a firm cannot meet short term obligations such as paying salaries or rent or other costs.  Credit risk arises when consumers cannot pay for the goods supplied to them. For example a car or a computer.

3. Currency risk arises when  there is a potential risk of loss which comes from fluctuating foreign exchange rates especially when an investor is exposed to foreign currency-traded investments. 
 Its effects can be reduced by hedging .This means that financial instruments such as FX forwards are used to lock the currency rates into place over a period of time. 

Case Study 
1. Current Ratio – Current assets /Current liabilities
3.5 / 2.8= 1.25 million 

2. Liquidity risk can arise when Parker Co. are unable to meet their financial obligations such as paying salaried staff, rent for office space, or other costs. The situation  is very problematic because the financial institutions are considering the credit risk factors in the current financial environment and are therefore being described as “tight”. 












Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Mohamed
	Date
	[bookmark: _GoBack]30/05/19




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




