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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.
(a)
Equity – Is the value of shares issued by a company or a stock, or any security representing an ownership interest.

(b)
[bookmark: _GoBack]Commodity Risk – Refers to the uncertainties of future market values and of the size of the future income caused by the fluctuation in the prices of commodities under market risk conditions.

(ii)
The difference between “Micro Political Risk” and “Macro Political Risk” is that Micro Political Risk can be termed Firm-specific because it’s a type of political risk that refers to Political actions in a host country that can adversely affect selected foreign operations. Micro risk describes Political risks that do not affect all businesses. For example, if a country enacts new strict environmental regulations on Factories, it would effect industrial operations in the country, but it might not affect certain industries like services and restaurants.

“Macro Political Risk” describes Political Risks that affect all businesses that operate in foreign country. An example of Macro Risks include the possibilities that a nation could raise Taxes, fall into Civil War or devalue its currency.

(iii)
Credit Risk – Is a financial loss caused by default by the borrower if they failing to make payments on your Credit Cards, or not making payment to a Car Loan by your Credit Union or Bank. Or defaulting to pay your mortgage.
CATEGORIES –
a. Bonds in the form of government or corporate bonds.
b. Retail Lending – as in Retail Mortgages and issuing of credit cards which in a way carry risk for the lender for fear that the borrower might fail to pay.
c. Commercial Lending – Has to do with lending commercial Assets such as Mortgages or (Real Estates) or lending for small and medium enterprises.

(iv)
Main Categories of Social Risk – 
a) Crimes that can affect business personnel and properties
b) Education that can affect the ability for new recruits or talents
c) Violence that can cause damage to property as well and in civil strife

(v)
Benefits of Technological Risk Management
a) Technology will enable companies to compete on product innovations and development thereby not left behind by competitors.
b) Technology can also improve the flow of information to enhance decision making.
c) Technology can allow for greater production volume of goods to meet new demand and allow for expansion into new territories.




(vi)
a) Operational Risk – 
Money Laundering, Bribery, Theft & Fraud, Health & Safety Issues, Indemnity Commission.

b) Credit Risk – 
Business related loans.

c) Market Risk - 
Change in Foreign Exchange Rates


(2)
Financial Risk caries high risk because they have a lot of creditors ranging from individuals borrowing to corporate institutional borrowing. Nonetheless, its every borrower who ends up honoring their payments. Some borrowers in many cases are merely fail to do so and it ends up as bad debt to the financial institutions.


(3)
Environmental Policies can attract more customers, investors and employees because if people in the community get to know that a company performs genuine social responsibilities in the community, they psychologically want to patronize in its services so that the company would continue to help the community. It’s a two affair of benefits where the company also uses that to build a good reputation for itself to win the heart of the people in the community.






CASE STUDY

(1) The type of risk faced is Operational Risk because it involves safety and health issues.
(2) Yes, the Environmental issue involved is the risk of eye and skin irritation to both employees and customers
(3) Yes, the business is faced with Operational Risk of health and safety issues, also there will be loss of financial revenues if people slip and fall and get hurt there may be law suits or fines.
(4) The benefits of implementing a risk management plan would achieve the following:
a) Continues safety improvements by making sure floors are cleaned always or caution signs are placed to warn employees and customers of “WET FLOORS”. Also employees can wear skid resistance or non-skid shoes.
 b) Avoidance of potential law suits.
c) Good reputation and referrals from existing customers.
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