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RISKS FACED BY MULTISTATE
COOPERATIVE CREDIT SOCIETIES

It is often said that profit is a reward for risk bearing. Cooperative Societies are literally exposed to many
types of risks. A successful society is one that can mitigate these risks and create significant returns for the
shareholders on a consistent basis. Mitigation of risks begins by correctly identifying various types of risks
and taking precautions to minimise such risks. The maijor risks faced by the societies are as follows

Credit Risk
Credit risk is the risk that arises from the possibility of non-payment of loans by the borrowers. Although
credit risk is largely defined as risk of not receiving payments, Societies also include the risk of delayed
payments within this category.

The profitability of a society is extremely sensitive to credit risks. Hence, even if credit risk rises by
a small amount, the profitability of the society can get extremely impacted. For instance, banks always
hold a certain amount of funds in reserves to mitigate such risks.

Market Risk

The most common types of market risks include interest rate risk, equity risk, currency risk, and commodity
risk. Interest rate risk covers the volatility that may accompany interest rate fluctuations due to fundamental
factors, such as central bank announcements related to changes.

As a core part of the risk management process, the enterprise deals with specific risks by docu-
menting planned management actions, testing them to ensure that they're appropriate and then imple-
menting them. Examples of risk control and management include establishing policies for physical security
and data protection, developing business continuity and disaster recovery plans, and devising project man-
agement methods to ensure that project delivery schedules are maintained and cost overruns are prevent-
ed.

Operational Risk
Operational risk occurs as the result of a failed business processes in the societies’ day to day activities.
Examples of operational risk would include payments credited to the wrong account or executing an incor-
rect order while dealing with customers. None of the departments in the society are immune from opera-
tional risks.

Operational risks arise mainly because of hiring the wrong people or alternatively they could also
occur if there is a breakdown of the information technology systems.

To avoid operational risks, the society should have a robust systems and procedures so that such
risks can be minimised.

Liquidity Risk
Liquidity risk is another kind of risk that is inherent in the financial business. Liquidity risk is the risk that the
society will not be able to meet its obligations if the depositors come in to withdraw their money. Therefore,
if all the depositors of the institution came in to withdraw their money all at once, the society would not have
enough money. This situation is called a bank run. This has happened countless times over the history of
modern banking.
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Reputational Risk

Reputation is an extremely important intangible asset in the financial business.

Societies can save their reputation by ensuring that they never participate in any unfair or manipula-
tive business practices. Also, Societies need to continuously ensure that their public relations efforts
project them as a friendly and honest financial institution.

Systemic Risk

Systemic risk arises because of the fact that the financial system is one intricate and connected
network. Hence, the failure of one Society has the possibility to cause the failure of many other Soci-
eties as well. This is because Societies are counterparties to each other in a lot of transactions.
Hence, if one Society fails, the credit risk event for the other Society becomes a reality.

Thus, the management of Societies requires a lot of skill since multiple types of risks need to be miti-
gated. Some of these risks can be avoided whereas for the others the best that Societies can do is
to minimize their damage.
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Jose ML
Chief Manager - Operations

Loan Against Deposit (LAD)

mInes HMEMEOS 663 «ROIQ arvol@Iem Loan Against Deposit @ewan LAD. oeise e@wly smesmdaicd mide
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BEST BUSINESS HEAD BEST UNIT HEAD
BOBIN ANOOP V5

BEST AREA MANAGER LOAN AGAINST PROPERTY GROUP LOAN TOP PERFORMER
SIBIN THOMAS TOP PERFORMER SAJIMON J 5 RAVIRAMAMAN CHINNASAMI

PERSONAL LOAN VEHICLE LOAN 2 WHEELER VEHICLE LOAN 4 WHEELERS
TOP PERFORMER.JINSON TOP PERFORMER UNNIKRISHNAN TOP PERFORMER SREEJITH S

e

GOLD LOAN LIABILITY
TOP PERFORMER DEEPAK K R TOP PERFORMER GIRIJA N MANDHU KRISHNAN
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Aswathy Bipin Peethu Sarath Sabeena

R (%)

From left to right(top) 1.Meethu. M5, Top (Left to right) 1.Haris, V. H,
2Maneesha, V. 5, 3.5ruthi. M, 4. Aparna R 2.akshay Krishna E.A, 3.Rahul R,

5 Navaneeth O, B.Anish. A, 7.5ukhilesh. M. K 4.Karthik. M, 5.5oslkurnar G

8. santhosh kumar K, 8.Kiran Kumar K G.Charles. Roja.A, 7.Rajesh. CR
10.Prakash John, 1L.Parameswaran K Bottorm, 8.Radhika.M, S Alswarya.kK
Fram left to right(Bottom), 12.5uthish Kumar 5, 10.Pradeepan.®, 1l.Prabin. Kumar. P

I3.aswath P Prakasan, 14.Hima.M, 15.Nidhiyva. K.J
16.Aravind Santhosh, 17.Raj kannan M, 18.Riju A
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From left to right (Top) 1.5corya Mol P

2.Presy AP, 3.Rohitha Rojendran

4.5ruthi 5, 5.5reedevi V R, 5.Ajin.T.J

7.5arath.C.P, B.Anuroop. M.P, S.Jayesh.T

10.Miljo. ©.., 1.Raviraman.C

Fram left to right(Bottom) 12.Anjano. Salin
13.Helen Henry, 14.Dilsha. K.5, 15.Ananthalakshmi N
16.5urqj. V. 5, 17.Midhunjith. K. M, 18.5arath. T. 5
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Girija K : SheejaMol S S
ABM Liability Senior Operation Executive Team Leader Liability
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