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"The Impact of Financial Risk Management on
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Obijective:

This study aims to analyze the relationship between financial risk management and corporate
stability amid economic volatility in Cairo—a key economic hub facing a highly unstable and
dynamic environment. The study also seeks to measure the extent to which companies
operating in Cairo apply risk management concepts and practices, and to determine the
impact of these practices on their ability to maintain continuity and achieve financial balance,
especially in times of recurring crises such as inflation, exchange rate fluctuations, and policy
disruptions.
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Methodology:

The study adopted a descriptive-analytical approach. A structured questionnaire was
distributed to a sample of companies operating in Cairo, including small, medium, and large
enterprises, to collect quantitative data suitable for statistical analysis. Analytical tools such
as factor analysis and both simple and multiple linear regression were used to test the
hypotheses, with the aid of specialized statistical software such as SPSS and AMOS.
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Findings:

The results revealed a statistically significant positive relationship between the level of
financial risk management implementation and corporate stability. Companies that adopt
proactive risk management policies were found to have a higher capacity to maintain
financial balance during crises. The effectiveness of risk management varied by company
size and industry, with firms possessing stronger institutional structures demonstrating
greater adaptability to economic challenges.
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Applications and Significance:

This study provides practical guidance to policymakers and financial managers on the
importance of adopting effective risk management strategies in volatile environments. The
findings also support governmental and regulatory bodies in designing policies that
strengthen corporate financial structures and promote broader economic stability.
Academically, the study enriches the literature on risk management in Arab and emerging
market contexts.
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1.1. Introduction:

The global economic environment, particularly in developing countries like Egypt, has been
undergoing a series of rapid transformations due to multiple factors such as recurring
financial crises, currency fluctuations, shifting monetary policies, geopolitical unrest, and
widespread pandemics. These factors have contributed to the emergence of an economic
climate characterized by uncertainty and high risk. Amid such volatility, the stability of
companies has become a critical issue requiring scientific and methodical analysis, especially
in Cairo, which serves as the economic and political hub of the country.

Financial risk management is one of the modern and effective tools that can enhance the
resilience of companies and their ability to sustain and grow in a challenging environment. It
allows organizations to anticipate financial risks before they occur and to implement
strategies for hedging and adaptation, which helps minimize potential losses and ensures
sustainable institutional performance. In this context, there is a pressing need for scientific
studies that investigate the relationship between financial risk management and corporate
stability, especially in environments suffering from weak financial and regulatory
infrastructure, such as the Egyptian business landscape.

The introduction follows five key stages: identifying the economic phenomenon (economic
volatility and its impact on corporate stability), defining the geographical scope (Cairo),
highlighting the theoretical and practical importance of the topic, identifying the research gap
or the challenge companies face, and finally, linking all these elements to the main research
question. Each of these stages contributes to shaping the general framework of the study and
ensuring logical coherence between its components.
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1.2. Research Problem:

Despite the rapid global developments in the field of financial risk management, its practical
implementation in Egypt still suffers from a noticeable delay—both in terms of academic
understanding and institutional application. Cairo’s business environment is characterized by
complexity and continuous change, making it difficult for companies to anticipate or
effectively respond to risks. Additionally, there is significant variation in companies’
capacities to employ modern risk management tools, depending on their size, resources, and
industries.

Therefore, this study aims to shed light on this issue by analyzing the effectiveness of
financial risk management in companies operating in Cairo. It also seeks to identify the
obstacles limiting its successful implementation and to examine whether these practices have
a direct impact on companies’ ability to achieve stability—especially during crises. Does risk
management truly represent a viable tool for enhancing corporate stability? Or are there other
factors that play a more significant role in this context?
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1.2.1. Theoretical Gaps:

A review of the literature shows that most studies on financial risk management are
concentrated in stable economic contexts or advanced markets with strong regulatory
frameworks, while studies addressing this topic in emerging markets like Egypt remain
scarce. Furthermore, the theoretical models developed often overlook considerations related
to volatile monetary policies, lack of transparency, and financial corruption—features
common in many developing economies.
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1.2.2. Practical Gaps:

Companies operating in Cairo suffer from a clear deficiency in applying effective financial
risk management systems due to several factors, including the lack of qualified personnel,
weak government support, and the absence of specialized training programs. Moreover, some
companies—especially small and medium enterprises—Ilack awareness of the importance of
this field, making their financial decisions vulnerable to uncalculated risks.
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Main Research Question:

To what extent does financial risk management contribute to enhancing corporate
stability amid economic volatility in Cairo?
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1.3.1. Theoretical Significance:

This study is one of the few attempts to present an integrated analytical model that links risk
management and corporate stability within an unstable economic environment like Cairo. By
utilizing a multi-dimensional theoretical framework, the study aims to expand the theoretical
understanding of this relationship and make a qualitative contribution to financial
management literature, particularly in developing contexts.
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1.3.2. Practical Significance:

The study provides results that can contribute to improving institutional practices within
Egyptian companies by proposing practical solutions to risk management problems.
Policymakers, banks, and regulatory bodies can also benefit from the findings to design more
flexible policies that support market stability and enhance the efficiency of Egypt’s financial
system.



dol Al i 1.4

i) Al (e e sana 5l Sy dalas 5 4y lat ol by ASha g dadia (e Ay o e s gan B
Gl aan Alsa 50 @A bl saall o Al oda axdy Lgie TlaY) ) dulall 2 xas A
Ao g ohall Gl @l a3 agad s g g gall dlagl Cilide sl dasae g clelilad

sdf jall Aoy ) ALiLd)
95 alL Alalall Sl & AL lala) 5 1) ksl (5 sie 58 e
OIS ) ) yiasd 5 Al il 5 ol il Jlae (g ARl Axgla e

il st 220 Ll Tagada A8 Al aaa Jie) el llaall 500 dleld 35 53 5all Jal sall o L
?( S.'~ Z-n'!\

flekalisi ¢ 5 o) AS il g Ul Cadlialy ) ) e 4Ll jhalaal s ) il da o alias Ja
9 yall yrw L 5 alall adail) Jie Laliall e SV ae Jalaill S il dlaeiul (20 Lo
1.4. Research Questions

In light of the introduction, the problem, and the identified theoretical and practical gaps, the
study seeks to answer the following key questions. These questions form the core of the data
collection and analysis process and aim to test the proposed hypotheses.

1. What is the level of financial risk management implementation in companies
operating in Cairo?

2. What is the nature of the relationship between financial risk management practices
and corporate stability?

3. What factors influence the effectiveness of financial risk management (e.g., company
size, type of activity, years of operation)?

4. Does the impact of financial risk management on stability differ according to the
sector or business type?

5. To what extent are companies prepared to deal with sudden crises such as high
inflation or currency fluctuations?
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1.5. Study Objectives:

This study seeks to achieve a set of scientific and practical objectives aligned with the
interests of both academics and practitioners in the field of financial management. Through
an in-depth analysis of the relationship between risk management and corporate stability in
an unstable environment like Cairo, the study directs its methodology and data tools toward
the following goals:

1. Analyze the extent to which companies in Cairo apply financial risk management
concepts and practices.

2. Assess the impact of financial risk management on the financial and operational
stability of companies amid economic fluctuations.

3. Identify the key obstacles preventing the adoption of effective financial risk
management policies in the Egyptian market.

4. Examine differences between various company types (small, medium, large) in their
ability to manage risk and respond to crises.

5. Propose a comprehensive practical model that enhances risk management efficiency
and supports companies in achieving stability and sustainability.
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1.6. Study Hypotheses:

Based on the problem and objectives of the study, a set of hypotheses will be statistically
tested through the analysis of sample data. These hypotheses express the assumed
relationship between the independent variable (financial risk management) and the dependent
variable (corporate stability), while considering mediating factors such as company size and
type of activity.

1. There is a statistically significant relationship between the level of financial risk
management implementation and the stability of companies operating in Cairo.

2. The greater a company's ability to anticipate and manage financial risks, the higher its
financial stability and crisis resilience.

3. The effectiveness of financial risk management varies depending on company
characteristics (size, sector, and years of operation).

4. The presence of institutional infrastructure (such as oversight committees and
computerized systems) positively influences risk management effectiveness.

5. External factors, such as the legal environment and monetary policies, play a
mediating role in determining the impact of risk management on corporate stability.
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1.7. Study Model:

The study model is built upon an analytical framework that links financial risk management
with corporate stability, incorporating independent, dependent, and moderating variables. It is
grounded in contemporary financial management theories such as the Enterprise Risk
Management (ERM) framework and financial governance principles and is tailored to reflect
the realities of the Egyptian market.

Key Variables in the Model:

o Independent Variable:
Financial Risk Management, measured through four main dimensions:
o Internal control systems
o Liquidity management
o Credit risk management
o Use of financial hedging tools (e.g., futures, derivatives)
o Dependent Variable:
Corporate Stability, assessed through indicators:
o Financial stability (e.g., stable profits and cash flows)
o Business continuity
o Crisis resilience and operational flexibility
o Moderating Variables:
Company size (small, medium, large)
Business type (industrial, service, commercial)
Years of operation
Economic environment (inflation, exchange rates, monetary policies)

(@]

o O O

Suggested Diagram (Verbal Description):

The independent variable (financial risk management) mediates the relationship between the
moderating variables and corporate stability. Company characteristics and the economic
environment affect the effectiveness of risk management, which in turn influences the overall
stability of the firm.



dw Al Aiagia 1.8

ebam il L) Aalladd Latl 5 b gl Qi) e aaiad 4eaS Fngia Bl ) ol b prdind
oyl il gal) (e Sl A el 5Ll el 153 Giaia Ll s gl crgiall yind 5
_@\Jﬂ.«&ﬁl.})éc 2l &Gl il o GlEal) @M}"@S)ﬁu"?@&c JSJ;\} PR IT v |

-1zl £ 63 (Method Type)

Ol se () dga 9o Adlie Al IR e Sl a8l 6l (e dpeS Uil pen e A8 LIsS Jdia g gia
BSoalall Jaatd IS 0 8 0 e

-2l JAll adiaa (Population)

E;\}m ‘('B‘):\:\SJ\J;\.E“)MUB)M\) L@.c\).ai k_ej\:\;\_\ 40‘),%@\&51;4@&&\ Q\S‘)ﬁd\@m
Aoasall A el e il cile Unil)

-4 Al Aie (Sample)

o @53l G Jalall il (anald S 52 g1 5305 plaal Calie Jai L 1) e Ao LS4
Hian ) aainall aaal G5 o jLie 200 ) 100 o Al & 5l i

sl aaa 3131 (Data Collection Tool)

~taat ) ) slae A3 (e 45 58 ALl aranal o

ASAl e 4 2 ey Clily

AL Al 5 i) Gsedad (gaa s AL

S AN ) E) ) pige (s AL

-:Jaadll 3 b (Analysis Techniques)

(B mall Y] cilan siall) dea gl Jlas ) Jiladl)
1Y) @iy Baa sl (Cronbach’s Alpha)

(S sl 5 ALY alall Qs

23aial g Jaseadl Jadl syl Jilas

Jilaill x4l 5 SPSS SAMOS



1.8. Research Methodology:

This study utilizes a quantitative methodology based on descriptive and analytical approaches
to process data and test hypotheses. The descriptive-analytical method is suitable given the
nature of the research, which integrates theoretical and applied dimensions, and focuses on
understanding "what exists" by analyzing relationships among variables based on field data.

Method Type:

Descriptive-analytical approach using quantitative data collected from the field through a
closed-ended questionnaire targeting employees and managers in Cairo-based companies.

Study Population:

All companies operating in Cairo Governorate, regardless of size (small, medium, large), and
across industrial, commercial, and service sectors.

Sample:

A stratified random sample will be selected to include various company sizes and sectors,
ensuring comprehensive representation. The expected sample size is between 100 and 200
participants depending on the statistical population.

Data Collection Tool:

A questionnaire composed of three main sections:

1. Demographic data about the company.
2. Items measuring the implementation of financial risk management.
3. Items measuring indicators of corporate stability.

Analysis Techniques:

o Descriptive statistics (means, standard deviations).

o Instrument validity and reliability testing (Cronbach’s Alpha).
o Exploratory and confirmatory factor analysis.

o Simple and multiple linear regression.

e Analysis software: SPSS and AMOS.
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1.9.1. Sample Design and Selection Procedures

A stratified random sampling technique will be employed to ensure representation of all
company sizes (small, medium, large) and main sectors (industrial, service, commercial). The
researcher will begin with a preliminary listing of registered companies from the Cairo
Chamber of Commerce and Industry, then divide the sampling frame into strata based on size
and sector. A random sample proportional to each stratum’s weight in the population will be
drawn, aiming to collect between 100 and 200 valid responses for analysis.
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1.9.2. Field Data- Collection Steps

1. Inmitial Contact: Dispatch an e- mail and formal letter introducing the study and
requesting participation.

2. Pilot Testing: Administer the questionnaire to a limited group (1015 firms) to check
item clarity and response time.

3. Final Refinement: Revise questionnaire items based on pilot feedback and compute
reliability (target Cronbach’s Alpha > 0.70).

4. Main Distribution: Send electronic links or hard copies to the main sample, with
periodic reminders to non- respondents.

5. Survey Retrieval: Close data collection after four weeks or once the target number is
reached; screen and clean data prior to analysis.
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1.9.3. Ethical Considerations

The researcher will adhere to confidentiality and non- disclosure principles. Data will be used
solely for academic purposes, and no company will be identified by name in the final report.
Participants will sign an informed- consent form outlining the study’s purpose and their right
to withdraw at any time without consequence. All data will be stored in encrypted files
accessible only to the research team.
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1.9.4. Field- Study Limitations and Constraints

Potential challenges include low response rates and firms’ reluctance to disclose financial
information. These issues will be mitigated by offering anonymous response options,
providing participating firms with an executive summary of results, and using multiple
contact channels (e- mail, on- site visits, phone calls) to boost participation.
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1.10. Proposed Project Timeline

English Timeline Summary

The project is divided into six inter- linked phases spanning eighteen weeks from

research- plan approval to final report submission:



Duration Tentative

Phase Core Activities (weeks) Period

1 Detailed research plap, 11teratur§ review, theoretical 3 Weeks 1-3
framework, hypothesis formulation

) ngstlgnnalre design, item development, expert content ) Weeks 4-5
validation

3 Pilot testing, validity and reliability checks, instrument ) Weeks 67
refinement

4 F 1elq distribution and data collection, follow-up 4 Weeks 811
reminders

5 Statlst}cal analys'ls (descriptive, factor, regression), 4 Weeks 12-15
result interpretation

6 Final bilingual report writing, language proofreading, 3 Weeks 16-18

bibliography (chronological order), submission

Detailed Tasks:

e Weeks 1-3: Review recent studies (2019-2025) and map research gaps.

e Weeks 4-5: Obtain academic committee approval of the questionnaire.

e Weeks 6-7: Calculate Cronbach’s Alpha and refine low- reliability items.

e Weeks 8-11: Collect > 100 valid responses; create daily data backups.

e Weeks 12-15: Use SPSS for descriptive statistics and AMOS for structural analyses.

e Weeks 16-18: Produce a final bilingual report and arrange references chronologically
from oldest to newest.
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2.1 Introduction

Previous studies form the scientific and methodological foundation upon which any academic
research is built. They enable the researcher to position the study within the broader
knowledge context, identify unexplored gaps, and provide analytical models and
methodologies that can enrich the current study. Given the topic of this research, the literature
review will address three main themes:

1. Financial risk management as the independent variable.
. Corporate stability as the dependent variable.
3. The relationship between financial risk management and corporate stability,
especially in unstable environments like the Egyptian economy.
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2.2 Independent Variable: Financial Risk Management

Several contemporary studies have emphasized the importance of financial risk management
as a strategic tool, especially in volatile economic environments. Fraser and Simkins (2016)
highlighted that enterprise risk management provides an integrated framework that enables
companies to anticipate and respond to risks scientifically, thereby minimizing their negative
impact on performance.

Lam (2014) pointed out that companies adopting systematic risk management policies
demonstrate greater financial stability, particularly during financial crises. The findings
showed that using hedging tools, such as financial derivatives and forward contracts,
enhances financial flexibility.

In the Arab context, Al-Nour and Abbas (2020) found that small and medium enterprises in
developing countries show weak adoption of risk management mechanisms, making them
more vulnerable to fluctuations, especially due to limited forecasting tools and the absence of
effective internal control systems.
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2.3 Dependent Variable: Corporate Stability

Corporate stability is associated with multiple dimensions, including financial stability,
business continuity, and the ability to manage crises. A study by Ahmed et al. (2019) showed
that companies maintaining a balance in liquidity and debt are more capable of overcoming
economic fluctuations without relying on emergency funding.

Altman (2005) demonstrated that financial distress indicators—such as the debt-to-assets
ratio and asset turnover—are key predictors of a company’s long-term stability and can serve
as early warning tools for potential bankruptcy.

In a recent Arab study, Khalil and Tanous (2021) indicated that companies implementing
strict internal financial control systems are better equipped to withstand market volatility and
currency fluctuations. This highlights the role of financial governance in enhancing
organizational stability.
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2.4 Relationship Between the Independent and Dependent Variables

Most studies indicate a statistically significant positive relationship between the efficiency of
financial risk management and corporate stability, especially in uncertain economic
environments. Kamal and Omran (2022) found that companies adopting comprehensive risk
management plans experienced a reduced impact of economic shocks and maintained
balanced financial performance during crises.

In a study conducted by Dlamini and Mahlanga (2018) in South Africa, it was revealed that
firms implementing hedging mechanisms against fluctuations in exchange rates and
commodities were able to sustain their operating profits during periods of economic
contraction, unlike those that did not adopt such tools.

In Egypt, Hassan and Lotfy (2023) found that listed companies that follow clear financial risk
management policies achieve greater financial stability and show less dependency on
emergency borrowing or unplanned cost reductions.

Recent analyses also show an interaction effect between firm characteristics (such as size and
experience) and the effectiveness of risk management. Larger companies with structured
management systems are more capable of activating control tools and mitigating potential
risks, which positively reflects on their stability.
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2.5 Conclusion

From the analysis of previous studies, it can be concluded that financial risk management is
no longer a secondary option but a strategic necessity to ensure business continuity in volatile
and complex economic environments, such as Egypt. The literature confirms that the
relationship between risk management and financial stability is strong and can be measured
and analyzed using precise statistical tools.

Most studies suggest that companies that implement advanced risk management systems are
more resilient to financial crises and achieve greater stability in operational and financial
performance. Moderating factors such as company size and business type also play a role in
shaping this relationship.

This literature review provides the theoretical and methodological background to support the
hypotheses proposed in this study and clearly highlights the need for applied research in the
Egyptian context to bridge the existing theoretical and practical gaps.
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Appendix: Study Questionnaires

Questionnaire Directed to Company Managers on Financial Risk Management and
Corporate Stability

Dear Participant,

This questionnaire aims to collect academic data for a research study titled:

"The Impact of Financial Risk Management on Corporate Stability Amid Economic
Volatility in Cairo."

We kindly ask for your cooperation by responding accurately and honestly. All responses will
remain confidential and used solely for academic purposes.

Section One: General Information

(Please tick  the appropriate option)

1. Company Size:
L1 Small L1 Medium L] Large
2. Type of Economic Activity:
L] Industrial [0 Commercial L] Service L1 Other (please specify):

3. Years of Operation:
[l Less than 5 years [ 5-10 years [ More than 10 years

4. Does your company have a dedicated risk management department?
O Yes L No



Section Two: Financial Risk Management

(Please rate each statement from 1 to 5, where 1 = Strongly Disagree and 5 = Strongly Agree)

Statement 12345
The company relies on effective internal control systems ooooao
Financial risks are regularly evaluated odooog

The company uses financial hedging tools like forward contracts O O O O O
A specialized risk management team exists goood

Management considers financial risks in funding decisions goood

Section Three: Corporate Stability
Statement 12345

The company maintains stable profit levels Oddodd
The company can meet financial obligations duringcrises O OO OO
The company maintains staffing levels during downturns oo
Emergency borrowing is rare Oddodd

The company has a business continuity plan for emergencies O O O O O
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Table of Research Instruments

Application

No. Instrument Purpose of Use Method Target Group
Collect data on the level Direct distribution .. .
: L Financial managers,
: . of financial risk to a sample of .
1  Questionnaire administrators, and
management and company managers .
- ) . risk officers
corporate stability in Cairo
Document Support the theoretical Anglys1s of books, Specialized
2 . framework and analyze articles, and o
Review ) ) : . academic literature
previous literature published studies
Statistical Analyze quantitative  Using statistical
3 ) data obtained from software like SPSS  Questionnaire data
Analysis

questionnaires and AMOS
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