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resources,  as  well  as  demonstrate  acceptable  leadership  behavior.  Monitoring, 
reviewing,  and updating existing management data and  structure is also  an important 
part of managing operating risks (An Oracle White Paper, 2010). 


are the most common forms of financial risk. 


•  Trade risk: Commercial operation brings with it a direct risk. It has the following 
 components: 


a)  Liquidity risk: It manifests itself in the need to change asset 
 and  liability  maturities  to  ensure  that  an  organization  can 
 fulfill its obligations. 


b)  Credit  risk:  A  business  partner's  inability  to  satisfy  their 
 obligations  to  a  specific  party  is  referred  to  as  a  breach  of 
 contract.  Currently,  over  80%  of  global  trade  is  performed 
 with a payment period of 30 days or more. The length of a 
 trade  credit  term  is  determined  by  the  type  of  products. 


Consumer goods have the shortest payment terms (around 30 
 days), while investment goods have payment terms of at least 
 one year. Companies will stretch terms even more as a result 
 of increased rivalry and the need to compete for customers. 


•  Market  risk: Concerns  the  likelihood  of  changes  in  the  valuation  of  market 
 instruments, i.e., the risk of financial conditions changing as a result of changes 
 in market prices, which includes: 


a)  Commodity risk: i.e., changes in the price of commodities 
 have  a  significant  impact  on  an  economic  organization's 
 financial results. 


b)  Interest  rate  risk:  Since  the  valuation  of  a  portion  of 
 assets and liabilities is based on interest rate increases, 
 this  term  was  coined  (e.g.,  a  loan  bearing  a  variable 
 interest  rate).  Interest  rate  variations  are  the  cause  of 
 this. 


c)  Foreign  exchange  risk:  Unsecured  open  foreign 
currency  positions  and  unfavorable  exchange  rate 
changes are related. 
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There  is  also  market  risk,  such  as  resource  risk,  price  risk,  business  cycle  risk,  and 
 technical risk, which has an indirect effect on financial performance. Depending on the 
 nature of a particular business operation, more complex areas of risk are defined. While 
 not all of the risks mentioned above can be anticipated or monitored, it is important to 
 be aware of them and to  minimize their occurrence and effect  on the organization as 
 much as possible. It is difficult to avoid risk because there are so many variables that 
 trigger it. Furthermore, some of these variables are beyond a company's influence. 



4.3 Financial risk management 


The ultimate goal of financial risk management is, on the one hand, to strengthen and 
 enhance  an  enterprise's  business  performance,  and  on  the  other  hand,  to  create 
 circumstances under which an organization does not suffer massive losses that were not 
 expected. In practice, this means limiting risk to the greatest degree possible and making 
 plans for its effects. Risk management entails determining the type of risk to which an 
 organization  might  be  exposed,  as  well  as  assessing  and  monitoring  the  risk  using 
 available tools. As a result, risk management can be described as a logically organized 
 collection  of  principles  and  rules  that  are  applied  consistently  and  consistently  to  all 
 organization  activities.  One  of  the  fundamental  methods  is  risk  management,  which 
 aims to maximize the likelihood of achieving goals. To effectively manage risk, specific 
 unit goals should be identified in order to recognize risks that can prevent them  from 
 being  met.  Risk  management  is  a  never-ending  procedure.  According  to  financial 
 management principles (Patton A.J.,2006), the head of a unit routinely recognizes both 
 internal and external risk related to the accomplishment of the unit's goals, both for the 
 entire unit and for individual programmers, programs, or tasks. As the circumstances 
 under  which  a  unit  works  change,  the  risk  identification  process  should  be  repeated. 


Each risk should be evaluated in terms of the possible consequences and the likelihood 
 of  their  occurrence.  A  manager  may  evaluate  task  completion  on  a  continuous  basis 
 using qualitative and quantitative metrics, as well as other defined criteria. Any business 
 should  devise  and  enforce  a  system  for  detecting  and  analyzing  risk  (Pikos  A.2015). 


The software must allow the recognition and comprehension of all forms of risk that a 
unit faces when delivering services and achieving its objectives. In this method, a risk 
management  system  is  especially  important.  Risk  management  is  a  rational  and 
structured method of establishing context, defining, evaluating, and assessing risk, as 


well as taking action, supervising, and advising about risk, in order for an enterprise to 
 reduce loss and optimize opportunities (Grant W., Wilson G.K. 2014). As a result, the 
 financial risk management process entails: 


•  As soon as possible, identifying threats associated with operating 
 operations, 


•  Determining the extent to which risk has an effect on a company's 
 performance and objectives, 


•  Appropriate risk management mechanisms must be implemented, 


•  Risk control systems, such as organizational strategies, risk management 
 policies and procedures, data on all teams and entities responsible for risk, 
 and risk documentation. 


Risk management seems to be a must these days. Furthermore, the ongoing recession 
has altered the way financial markets function due to the increased degree of economic 
uncertainty  (Guidolin  M.,  Timmermann  A.,2006).  With  a  thorough  understanding  of 
the essence of risk and the extent of potential risk, one may choose preventive steps at 
the right time to lessen or eliminate the risk's effect and consequences. Risk should be 
limited by well-thought-out management because it contributes to the most efficient use 
of an enterprise's resources and opportunities. 
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Figure 1. Strategic Management and Financial Risk Management Cycle 


Source: Andersen T.J., Garvey M., O. Roggi, Managing risk and opportunity, 
 OxfordUniversity Press, Florence, 2014. 


Risk  management  is  a  collection  of  procedures  and  guidelines  for  identifying, 
 analyzing, assessing, and monitoring risk (Miciua I., 2014). It enables you to not only 
 reduce risk but also to seize any opportunities that might arise. A good system should 
 improve outcomes in the future and help with decision-making on a regular basis. As a 
 result,  it  should  include  a  well-thought-out,  rational,  detailed,  and  recorded  strategy. 


Instructions,  schedules,  and  procedures  that  would  be  included  in  the  day-to-day 
operations of a specific office or its organizational units to handle risk are included in 
such a strategy (Patton A.J., 2006). 
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