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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 major 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.

A.I JAMES
BCOM,CAIIB ICWA,ACS

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.

RISKS FACED BY MULTISTATE
COOPERATIVE CREDIT SOCIETIES
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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 major 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.

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)
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ANIKA E

ASHNA UDAY

SANJAY KRISHNA P S

NELLAYI
AYYANTHOLE
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Stanly
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Nn´n¡pIRADHAKRISHNAN KS
NORTH PARAVUR
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JANARDHANAN 

மற்றவரக்்� உத�ேவாம்
 மற்றவரக்ளின் �ரசை்னகள் நம்ைம பா�க்க�ல்ைல. இந்த 
சந்தரப்்பத்�ல் நாம், `நமக்�ப் �ரசை்ன இல்ைலʼ என்� ெகாஞ்சம் 
நிம்ம�யைடேவாம். இ� உள�யல். அவ�க்� ஆேலாசைன ெசால்ேவாம். 
��ந்தால் உத�ேவாம். பக்கத்� �ட�்ல் பற்�ய � நம் �ட�்க்�ம் பர�ம் 
என்பைத நாம் பல சந்தரப்்பங்களில் நிைனப்பேதா, உணரவ்ேதா இல்ைல. 
அ�த்தவரின் �ரசை்ன நம்ைம�ம் பா�க்கத்தான் ெசய்�ம். அைத ெவ� 
எளிைமயாக உணரத்்�ம் நாட�்ப்�றக் கைத இ�. இன்ைறய வாடஸ்்அப், 
ட�்டட்ர ் காலத்�ல்�டப் ெபா�ந்தக்��ய பல நீ�க்கைதகள், 
நாட�்ப்�றக் கைதகள் உலெகங்�ம் �ர�க்�டக்�ன்றன. இங்�லாந்�ல் 
காலம் காலமாகச ் ெசால்லப்பட�்வ�ம் இந்த நாட�்ப்�றக் கைத அந்த 
உண்ைமைய எளிைமயாக உணரத்்��ற�. 
ஒ� பண்ைணயார ் தன் �ட�்ல் எ�ப்ெபா�ைய வாங்� வந்தார,் 
அைதப்பாரத்்� எ� அங்��ந்த ேகா� மற்�ம் ஆட�்டம் பயந்� ேபாய் 
என்ைனப் ��க்க ேபா�றாரக்ள், என்ன ெசய்வ� என்� ேகடக்.. அ� உன் 
�ரச�்ைன, நாங்கள் கவைலப்பட ேதைவ�ல்ைல என்� ெசால்ல 
ேவதைன�டன் எ� பரண் ேமல் ெசன்றமரந்்த�.
அன்�ர� எ�ப்ெபா��ல் ெபா�த்த ெராட�் ைவத்��ட அ�ல் 
தவ�தலாக பாம்� ஒன்� �க்�ய�, �ன் பாகம் மாட�்க்ெகாண்� இ�ந்த 
பாம்�ைன அ�யா� எ� மாட�்ய� என்� நிைனத்� பண்ைணயாரின் 
மைன� ெதாட அவைரக் பாம்�  க�த்� �டட்�.
உடேன ம�த்�வரிடம் ெகாண்� ெசன்� ��சை்ச ேமற்ெகாள்ள, அவர ்
�ைழத்� வந்தார.் ஆனா�ம் �க�ம் பல�னமாக இ�க்க, இைதப்பாரத்்த 
அவர ்அம்மா, ேகா� �ப் ைவத்� சாப்�டட்ால் உடல் ேத�ம் என்�, அந்த 
�ட�்ல் இ�ந்த ேகா�ைய அ�த்� சைமத்தாரக்ள், ேம�ம் அந்த வாரேம 
பண்ைணயார ் தன் மைன� �ணமான� ெகாண்டாட உற�னரக்ள் 
அைனவ�க்�ம் அவரக்ள் �ட�்ல் இ�ந்த ஆைட சைமத்� ேபாட�் ��ந்� 
ைவத்தார.்
மைன�ைய பாம்� க�ப்பதற்� காரணமாக இ�ந்த எ�ப்ெபா�ைய 
பரணில் �க்� எ�ந்தார.்
ஆனால் எ� ேகா��ம் ஆ�ம் தன்ைன �ட�் ப�த்த�ல் வ�ந்�ய�.
இந்த கைத நம் அண்ைட �டட்ா�க்� வ�ம் �ரச�்ைன நமக்�ம் வரலாம்/ 
நம்ைம�ம் பா�க்கலாம் என்� எண்ணத்�டன் அவரக்�க்� 
உத�வ� �றந்த பண்�.. அ� நமக்� அவ�யம் ேவண்�ம் 
என்பைத வ���த்��ற�.

ப�த்த�ல் ��த்த�...
நன்�: வைலப்ப��

POONKUNNAM
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ABM Liability

Sheeja Mol S S
Team Leader Liability

Sabitha M S
Senior Operation Executive

��


�����
�����

   

          

       

             

 

 media@mmsccs.com   

      

  

JYOTHI MEENAKSHIJANARDHANAN ARCHANA A

-   

   

  


