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1 Ruk managemM o f A P actons decigned to doezmune if he percèin 

perceived Riward iuwtifieo thu expectecd 21sks. 

Risk management proc eso involves olloting five 

proce is a 
fosmo eeea o 

Steps 
1.Tdentify tha isks, dar cloaify fo Snown d 
or unknousn. 

2Deterrmine ha mthod to meooure isk. 
3. erfoam a cast benalut ahalusison he rusk tmhst 
4. Develop a visk_mitigatioh Atrategy 
S Asseno pertormahce and amend isk miaaloh
Atrtegy

2 Problems and Challenges 
Riok mahagemaht will be benalicial ha econonu if thot. isk is Sse auffienty diapexsec ana willina and able participanta in ha lconon Riek mahagtmanihaa not Conaistenty been able prevtnt maxket disnuptohd o n patrthk buainesA accounia ocandals rraultimg o brtakdlpno in Cozpooale govtinance. 

|The uoe f dervahes ao (ompex Auading staukegil atauhegie aDBiot in ovexstaing the tinahual poSition of man entibies and complicale the Auel d isk aaaumed by many entities. Desnvaies M0Kes make it eaNer t toke on dage amouts of isk. 
The herd behaviOT of_isk managerv after cisis gevnderuay e.g DMng, isku Cseh claasen whan sisk m00uUeD xath Certaun 2ve achuall. y inceo 



Poge 
Dote 

marKet_volatilikiy. 
evtySantinanial ingtavmert hoat aMeuos a Company 

kaanher aisk albo allows othex Corportions t 

abum hat nsK oo a counterparty in Ahe oana nmaket 

3 Conflhct of indeust afftct a isk manag emrs 
poqram lh manywuyA 
1. Oaqaniaatlona with o poor isk_manaqemunt and 
zisk govemanae Cultwa Aomtímes allaw powerti 

buanoA ead ens bezaggermle the potetiad retuins 

while diminiahinq u perceivtd potenkiak isko. 
2. Manaqemeht itse If_might he_ tempted leauea 

eave leave 9aps in isk_measuremeni hak ,if minded oud 
distavb he zepozted protitabilit4 of a buainesa 

ra trahchise. 
3 Th many imma acos a bzoad Awathe of induatnes, 

bonusesaxe paic oday0n pofit that ma lakta 

tuxn ouk o be illuaonywhile_tha cost sf ay 

0ociated isks ia puahedlazgely _unacknowledged, 

ino tha uutua 
The implied cast any isk_can be arbficially 

aeoluceol by applyinq poo o deliberately _distoz tea 
aisk meaoumeht echnuRA 
5. DecAÍgnS abou zisk_and aetorn Cah become enously 

distos tedacoss hole financia induatits whh peo 

poox ndusty practicsa and equlatory ulss alla hia 

k happen 
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. Risk is classi fied io many segmeMa. 
Market Risk 

2Ctdit Auok 
3) Liquiodity Riok 
Opetiono Riok 
S) Legad and Ragulatbny Riok 
6Strtegic Ruk 
Buaines Riak 
3 Aeputation Riak 

Operuiona huak zefexs potential losses xesulting 
esses tnm a nge of opeuhiohal uweaknemes lik 
inadequae proceasea,people, ayshtm or exterha 

eventa. (ayatems aisk,echnalogy isk,etc)_ 
) Insuffiient ieaha contmlfaud and ihcon 

pet en mahagkment. 
i) Homah eraor 
iv Naturak diaasktr 
Model isk. 

Strtegic huak aeftrs to the isk af significa 
i'n mets lor which hea ha high oncertainty ao Auccess ahod pnfitabilits. 
Stzreg 1sk can be dua ts vazioua hacton Lke: 
Larqe inestmehta in huw buahsad lpmduct ohich. 
Ma fail. 
hange in tgulation maaka conditioh induuotz 
tuiemgnt. 
Tmpa ct of_thia isk s Jarge loss Conidence 
y wtd 
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5Riak Management Stautegieo 

thais fiama Can we datfeer atzateieo o manage hus 
isks Thy bradluy can be cloosified in the following 
Accept the isk 

AvDid hs isk 
Miigae ha isSk 
TanstRz ho aisk 

o 

Bref Baief £xplahodion. 

Accept ha aiski Ons ztabon to zetain a sk i 
het it s perceived to have a Amall impack 
on th fim and manaying Ahs 1SK_mighk pXove 

more costly than it werth 

Avoic he isk: 1f a buainedA isk is nota 
nat upal parI of hozmal buainek opexatioh,Ahihi 

ahulde onaidertd oa a possible zisk to_avaick.. 

Mitigate tha isk: Mitigation Con fake maby diff- 
et torms dapendun� on tha isk facdar invalLtd. 
Foz eqA bank may mitigale olit_isk by offemn 

ouna_at highen indenst 2atea with shoster matun tie 
and os with enhancacd collekezal stquitmihtb. 

17anaexr _thu isk: Tranateninq Can be costu 
be cansae it uavaly IhvolveA etharpurchaaing 
nSvzahce covfruq ineafin in_ cderivaivea. 
Tranah eung isk alon intzoduces covntrparty isk 
be cause fha anm is yng on ha ird pazty. 
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to make qood on Ahe insvoance prvviole ol qa 

6.The diffeztt tupes of isko wch cah be 

isk evRnt auuseD. 

htdged agoinst ax 
ave may 1. Piing Risk- The wst of inpusmas tave may 

ave a ignificant impact_on he tims A ability 
Conduct ib buáneo ina compet tie mahex 

isk u tmaks benae to hedge auch pmicinq sk 
purchasinq a foruard or futuwws contmt a buy 

a apeuh qtanit puatity of hat Mpu atfa 
ixed cost, which cah be dletrnihadh adakce 

2.Thterest Rate Risk-The_goal af hedgirq interet 
rate risk M to ontl he fixms nat eAposOR 
Caeel or liallity) untavaznbl intenmat zote 
flucuationa 
Hedging inatrumant-Lnknsat ate Aaps loz 
Auaptions) may uoed pmtect a fiv 

againtolosses1E may halp a im o iimize 
lito bommumq casts. 

4 h objecveA tor åt s nsK manaqeme t pmmeA Ahowo be Aet efoa ehgagimg in isk nahgeme The objectie sto in ttma ot sk and xtUm. 
LWthout cleax qalo dektzmined CAno accepted by by ha boarcof of dikctbrsmanagemant iKely_ o ehgage in incansisttnt,tosty aciviti hedge an abit7any ek of ñ>ks.Thi brnas us ha Kay role Xhak boasd ot dlirt cton_plau and how M ho te 
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board shoulsl be Lonatikuted for isk managemt nx 
t be effe ckie.. 

8.1ha vazious comnitteus associaked wi th nSK 
gonance and hur tap.ctive 3ayohaibili tics ax 

to 11 RioK Advisoy Dire cto- it ia xcommended 
have nave an independent isk advisoxy ditchbraa 
board membex whointinatey mderstanda ha aisk 
acss o a gitn industy and con advise Ahe 
board_oh ayR.cialierd isk exposues Thi xaponaibl- 
kiby hu coy ana individual shauld atkend isk 

Commtee and audit _comnittee meting b_pmvil 
induaty apeci fic qudance. Oeralu, k wle inolea 
educouhnq membena on bea pacticas in Loth cozpoale 
govexnance and ASk_mahagkmank. 

22 Risk Managemani Commitike - aspahaisle hor 
Detting he fims isk appetite and indaptndand 
monitomna Ongoing SK _management. Membes will 

mounoab_condact with both interhal an exterhau 
audi tors enouze compliance with all xlevant 
licies leq 29rdets atqulatioha and intnmal sk. 
Jimits), This commitee iadoo o chazqed with 

oupRxvisioh of al knowh_isko d of ha fin 
anod approvina high-luel isk_desislona. 
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Date 

3 Compensaioh Comitee - indupehdent of 

managemant.Its le to diatuss aud appove 

the Xmune ation o ky mahagemgd ersohhe. 

4 Audit Commuttee -ane zeaponaible Lor mohutong 

isK managernand proceduros,trackinq pnge 
at exuating AystemS, and affirming h ett icacs 

of tha eaahinq policies layatema. Añother hey ok 
fo otftz an opinon oh he aAuhyptionS li:e 

|volautilituoxrelaona, et) uoed in intshal disk 
eatimahon.. 

pogA 

9Cost and benelita of an ERM pmoq aam. 

Cost e i dividedinta o catgonea 
i Non-cumna_ lone-tima or Atazt-vp) os h: 
Conaultanty costs or elklhg up an ERM pngrat 

Haarcluwat and attoaatpPrchadesa 
1miningq ot inhouse pezsSonne. 

i. Recuznin� longomg csta: 
Salames A benats of ask managemenl ataf£ 
Hacduwat mainhthana h upamds and aaf tware 
|dicRhse fees. 
Spend on intumonla uoel hedge o mahag iss 
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lo) CRO isk manag ement ot ficer 

Pro vidig orald Jeackaxship,vision, onod direction of 
ERM 
.Pro vidig 

Tnteqrakeo isk manaqemant frume Los 
Deselaping rsk manageimant policies 
Impemanting a et of isSk inolicabs and>epod tz 

AlloCahioh of ecCanomic capital 
Comunicating the connpanyA nsk pmfik. 

Thuu i ax aubstantial ambigutie4 with stgardo 
hene khe CRo z atuda n hie xarchy betweh 
boad of olitchon and athar exeutieo 

namelythe CEO CEO and Coo. Matly the CRo 
poats k hi Cfo ox CEo but th cunlead 

fiotion and cloohea. Though diffening thegh 
VArio u oganizatioha bnoddlu, e CRo The heq 
o dn Iin oeptholat iK function in an ozqanizakion. 
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