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Throughout this course you have learned about the different types of risk and how
businesses manage them. Now you will be able to see how it is done in a well-known

company.
Your assignment is to choose one of the following companies:
The National Commercial Bank

Do some research on any of the aforementioned companies and identify four risks they

are facing.

For each risk please answer the following:
Why is this a risk?

What type of risk is it?

What is the likelihood of the risk? How great is the impact?



The Oxford English Dictionary definition of risk is as follows: ‘a chance or possibility of
danger, loss, injury or other adverse consequences’ and the definition of at risk is ‘exposed
to danger’. Taking a risk can result in a positive or negative outcome. Risk management
provides a framework for companies to cope with uncertainty and to adapt to it. This essay

describes the different risks that occur in National Commercial Bank.

. CREDIT RISK: For banks, this is the greatest Financial risk. It happens when contractual
obligations are not fulfilled by creditors or counterparties. In all activities where success
depends on counterparty, issuer, or borrower results, credit risk is identified. Credit risk is
most likely caused by loans, acceptances, interbank transactions, trade financing, financial
futures, swaps, bonds, equities, options, and in the extension of commitments and
guarantees, and the settlement of transactions. To determine the likelihood of credit risk
occurrence we use a likelihood and magnitude matrix. Credit risks have high likelihood and
high magnitude.

. Breaching A Bank’s Cybersecurity Risk: is the operational risk type of loss due to errors,
interruptions, or damages caused by people, systems, or processes. This type of risk is
low for simple business operations such as retail banking and asset management, and
higher for operations such as sales and trading. It allows hackers to steal customer
information and money from the bank and blackmail the institutions for additional money.
In such a situation, banks lose capital and trust from customers. This type of risk has low
likelihood and high magnitude.

. MARKET RISK: mostly occurs from a bank’s activities in capital markets. It is due to the
unpredictability of equity markets, commodity prices, interest rates, and credit spreads.
Banks are more exposed if they are heavily involved in investing in capital markets or sales
and trading. Changes in commodity prices are caused by supply and demand shifts that
are often hard to predict. This type of Financial risk is high likelihood and high magnitude.
. MORAL HAZARD: is a risk that occurs when a big bank or large financial institution takes
risks, knowing that someone else will have to face the burden of those risks. The national
bank should pay more attention to the activities of the banks to eliminate the losses caused
by moral hazards. The banks should also not indulge in risky businesses and should follow

the proper path. This type of hazard risk is high likelihood and high magnitude.



