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When it comes to Corporate Risk

Management (CRM) policies, senior
management, especially CFOs, are
focused on addressing emerging
challenges and leveraging new
technologies to enhance their risk
management strategies.

The priorities and trends in this area are
shaped by the evolving economic
landscape, regulatory changes,
technological advancements, and the
need for more agile and resilient risk
frameworks. Here's an overview of the
current priorities and trends in CRM from
the perspective of senior management
and CFOs:
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Strengthening Financial

Resilience

Priority

Ensuring financial stability and liquidity in
uncertain economic conditions is a top
priority for CFOs. This involves stress
testing financial models, optimizing cash
flow, and maintaining robust liquidity
buffers.

Trend

Increased focus on scenario planning and
sensitivity analysis to prepare for
potential economic downturns, interest
rate changes, and geopolitical risks.
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Key Priorities in Corporate Risk Management

Supply Chain Risk Management

Priority

Ensuring supply chain continuity and
resilience in the face of disruptions such
as pandemics, geopolitical tensions, and
natural disasters

Trend

Adoption of Aland loT to monitor supply
chain risks in real time, optimise inventory
management, and identify alternative
sourcing options to mitigate risks.

Regulatory Compliance and
Reporting

Priority

Navigating the complex regulatory
landscape and ensuring compliance with
new and evolving regulations remains a
top concern for CFOs.

Trend

Increasing use of RegTech (Regulatory
Technology) solutions to automate
compliance reporting, streamline audits,
and reduce the risk of regulatory
penalties.
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Cybersecurity and Data Privacy

Priority

Protecting the organization from cyber
threats and ensuring compliance with
data privacy regulations (e.g., GDPR,
CCPA) is a critical focus area.

Trend

Expansion of cyber risk management
frameworks, with investments in Al-
driven cybersecurity tools, threat
detection systems, and employee training
to mitigate risks of data breaches and
ransomware attacks.

Enhancing Data Driven Decision
Making

Priority

Leveraging data analytics to improve the
accuracy of risk assessments and
enhance decision-making processes.

Trend

Growing adoption of Al and machine
learning to identify patterns, predict risks,
and automate risk monitoring. CFOs are
increasingly investing in advanced
analytics platforms to turn data into
actionable insights.
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Key Priorities in Corporate Risk Management

Financial Fraud Detection and
Prevention

Priority

Protecting the organization from financial
fraud and internal threats is crucial for
maintaining trust and safeguarding assets

Trend

Implementation of Al-driven fraud
detection systems that use real-time
data analytics and anomaly detection to
identify suspicious transactions and
prevent financial crimes.

ESG (Environmental, Social, and
Governance) Risk Management

Priority

Addressing ESG risks is becoming
increasingly important as investors,
customers, and regulators demand
greater transparency on sustainability
initiatives.

Trend

CFOs are focusing on integrating ESG
metrics into risk management
frameworks, with emphasis on tracking
carbon footprint, supply chain
sustainability, and social impact. There's a
rising trend of using Al for ESG data

analysis and reporting.
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Operational Risk and Business
Continuity

Priority

Maintaining business continuity and
minimizing operational disruptions are
key priorities, especially inresponse to
recent global events like the COVID-19
pandemic

Trend
Increasing focus on business continuity
planning (BCP) and disaster recovery

strategies. CFOs are also leveraging
automation and cloud technologies to
enhance operational resilience
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Emerging Trends in Corporate Risk Management

Al and Automation in Risk
Management

The use of Al is not just limited to data
analysis but extends to automating
repetitive tasks, such as compliance
checks and risk reporting. This allows
CFOs to allocate resources to more
strategic initiatives.

Emphasis on Strategic Risk
Management

Beyond traditional risk management,
CFOs are focusing on strategic risks that
could impact long-term growth, such as
digital transformation, market
competition, and shifts in consumer
behavior

Talent and Skills Development

As the risk management landscape
evolves, there is a strong emphasis on
upskilling finance teams in areas like data
analytics, Al, and cybersecurity. CFOs are
investing in training programs to build a
more agile and tech-savvy risk
management function.
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Real-Time Risk Monitoring

There's a shift towards real-time risk
monitoring systems that provide CFOs
with up-to-date insights, allowing for
proactive risk management. Tools that
integrate data from multiple sources (e.g.,
financial systems, market data, social
media) are becoming essential.

Decentralized Risk Management
with Al-Powered Dashboards

The trend of using centralized

dashboards powered by Al for risk
reporting and analysis is growing. These
dashboards offer CFOs a holistic view of
enterprise risks and enable faster, data-
driven decision-making.

The landscape of corporate risk
management is rapidly evolving, with
CFOs leading the charge in adopting
innovative technologies to enhance risk
resilience.

The focus is on building a more proactive,
data-driven, and agile risk management
framework that can adapt to the fast-
changing business environment. By
prioritizing investments in Al,
cybersecurity, ESG, and regulatory
compliance, CFOs are positioning their
organizations to navigate uncertainties
and achieve sustainable growth.
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Key Components of Establishing a FX Policy

The following guide outlines how to
establish a corporate FX policy, drawing
on my extensive experience in
implementing client-specific and
industrytailored policies that align with
best practices and objectives. Many of
these elements are also closely aligned
with the COSO-based methodology.

When establishing an FX policy, it is
essential to incorporate company
specific objectives, risk tolerances,
and industry best practices. Failing
to do so canlead to arisk
management framework that falls
short of the firm's goals and may
expose the organization to
unforeseen financial risks.

Define the Corporate FX Risk
Management Objective

Establish a clear objective for FXrisk
management, such as protecting
cash flows and earnings from
adverse currency movements.

Ensure that the FX policy aligns with
the organization's broader financial
and strategic goals.
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Assign Roles and Responsibilities

Designate a cross-functional team
responsible for FX risk management,
including members from treasury,
finance, accounting, and
compliance.

Ensure that senior management and
the board of directors are involved in
overseeing FX policies, with clearly
defined oversight responsibilities.

Establish a Risk-Aware Culture

Promote a culture that emphasizes
risk awareness and adherence to FX
policies.

Implement a Code of Conduct that
includes ethical standards for FX
transactions.
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Effectiverisk assessmentis
essential for identifying and
analyzing FX risks that may impact
the organization.

Identify FX Exposure Types

Transactional Exposure: Risks
arising from specific transactions
like imports, exports, inter company
loans, or foreign-denominated
receivables and payables.

Translational Exposure: Risks
related to translating foreign
subsidiaries’ financial statements
into the parent company's reporting
currency

Economic Exposure: Long-term

impact on the company's market
value due to changes in exchange
rates.

Conduct a Risk Assessment

Use historical data and market
analysis to assess potential FX risks.

Classify risks based on factors such
as currency pairs, transaction
volumes, and timing.

Determine the organization’s risk
tolerance levels (e.g., acceptable
ranges of FX rate fluctuations).
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Key Components of Establishing a FX Policy

Perform Sensitivity Analysis

Analyze the impact of currency
fluctuations on financial statements,
cash flows, and profitability.

Utilize scenario analysis to assess
worst-case and best-case FX
outcomes.

Risk Management strategies and

practices are the policies and
procedures that help ensure
management directives are carried
out.

Establish FX Hedging Strategies

Define hedging objectives, such as
minimizing volatility or protecting
budgeted financial results.

Use appropriate hedging
instruments, such as forward
contracts, options, and swaps, based
on the company’s risk profile.

Implement Natural Hedging where
possible, such as matching revenues
and costs in the same currency.
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Key Components of Establishing a FX Policy

Set Limits and Controls Effective communication of FX
lici ios i vital f

Establish limits on FX exposures, Po ICI?S and strategiesis vital for
_ _ ensuring that the relevant
counterparty credit, and hedging

N stakeholders are informed.
activities.
Implement Reporting and

Implement approval procedures for
Monitoring Mechanisms

executing hedging transactions,
ensuring proper authorization and Develop regular reporting processes
documentation. to track FX exposures, hedging

Utilize segregation of duties to activities, and compliance with risk

prevent conflicts of interest (e.g., limits.
separating trading, recording, and Ensure that FX positions are
monitoring activities). reported to senior management and

Develop FX Policy Documentation the board on a timely basis.

Create a formal FX Risk Utilize Technology and Systems

Management Policy that outlines Leverage treasury management

objectives, strategies, risk limits, systems (TMS) or enterprise

procedures, and reporting resource planning (ERP) software to

requirements. automate FX risk management

Ensure that the policy includes processes

guidelines on accounting treatment Implement tools for real-time

for hedging instruments (e.g., tracking of FX rates, exposure

compliance with ASC 815/ IAS 39). management, and performance
reporting.

Training and Communication

Provide training programs to
enhance employees’ understanding
of FXrisks, hedging strategies, and
policy compliance.

VS  Veritas Treasury Solutions 07



Key Components of Establishing a FX Policy

Facilitate open communication
channels to address FXriskrelated
concerns across the organization.

Continuous monitoring of the FX
risk management process ensures
that controls are effective and
policies are adhered to

Conduct Regular Reviews and
Audits

Perform periodic internal audits of
FX activities to assess compliance
with the established policy.

Conduct rrisk reviews to evaluate
the effectiveness of hedging
strategies and make adjustments as
needed.

Benchmark and Measure
Performance

Compare actual FX management
performance against predefined
benchmarks and key performance
indicators (KPlIs).

Review the effectiveness of hedging
strategies in reducing volatility and
achieving financial objectives.
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Feedback and Continuous
Improvement

Gather feedback from stakeholders
to identify areas for improvement in
the FX policy.

Update the FX policy regularly to
reflect changes in market
conditions, regulatory requirements,
and organizational objectives.

Regional Perspective

Recognizing the unique risk landscapes of
different regions is essential. Risk
management strategies must be tailored
to address specific local and regional
challenges. For global organizations,
integrating these regional considerations
into a comprehensive risk management
framework is critical for ensuring
resilience and regulatory compliance
across diverse markets

For corporations operating on a regional

basis, several advantages can be
achieved:
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Key Components of Establishing a FX Policy

Tailored Expertise: Regional teams
bring localized knowledge, enabling
them to address specific risks more
effectively than a standardized
global approach.

Cost Efficiency: By concentrating on
local risks, organizations can
streamline strategies and avoid the
expense of implementing
unnecessary global-scale solutions.

Quick Response Times: Proximity
and familiarity with local conditions
allow regional firms to respond to

crises more swiftly and effectively.

Quick Response Times: Proximity
and familiarity with local conditions
allow regional firms to respond to

crises more swiftly and effectively.

These benefits highlight the importance
of adopting a region-specific perspective
to risk management, whether as part of a
global strategy or a standalone regional
approach.
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Conclusion

Recognizing and addressing the diverse
risk landscapes across regions is vital for
global organizations. Industry-specific
risk management strategies must be
tailored to local and regional challenges
while integrating these considerations
into a unified, comprehensive framework.
This approach ensures resilience,
regulatory compliance, and alignment
with strategic objectives across diverse
markets.

Incorporating principles from frameworks
such as COSO, effective Corporate Risk
Management policies emphasize
integrating the control environment, risk
assessment, control activities,
information and communication, and
monitoring processes. For financial
disciplines, such as FX Risk Management,
aligning these components enables
organizations to mitigate currency risks,
enhance financial stability, and support
operational goals.
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Key Components of Establishing a FX Policy

Conclusion

Additionally, the integration of Al plays a
pivotal role in current and future best-in-
class risk management practices. Al-
powered tools enhance predictive
analytics, automate monitoring, and
improve decision-making, enabling CFOs
and senior management to proactively
manage risks like foreign exchange
fluctuations while ensuring compliance
and optimizing financial performance.
This data-driven approach elevates the
organization’s ability to adapt to dynamic
risk landscapes and maintain competitive
resilience.
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Erik Johnson

Veritas Treasury Solutions, Founder

Trusted corporate advisor to global
treasurers and CFO's with an expertise in
enterprise treasury and finance, digital
transformation and post-merger operational
and financial integration, cross border
transactions and risk management.

Providing clients with planning and guidance
onimplementing digital transformation
initiatives that drive sustainable revenue
growth and create long-term value.

Related projects to date have yielded a
cumulative global economic value of greater
than $500B and generated revenues in
excess of $200M
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