
DISCUSSING THE CHALLENGES FACED BY FINANCIAL INSTITUTIONS IN

MANAGING RISK

The prime goal of risk management in financial institutions is to improve the at discussing the literature that has been
made available about the topic of risk.

Politicians and regulators expect FIs to have updated customer information, to have adequate risk management
policies which ensure that no uncalculated risk is taken on, that risk is priced correctly to ensure economic
stability and that all compliance requirements are being adhered to. FW: Looking ahead, how do you expect
the risks and compliance challenges for FIs to unfold and evolve over the coming years? Brechan: A robust
culture for compliance and risk management is vital. Large-scale weather effects can strongly influence both
real and financial asset values for better or worse. Wong: There are a number of strategic areas where many
financial industry leaders across the region are concentrating their efforts. As principal, the initiating
institution purchases the originated assets and sells or distributes them from its own inventory. The REMIC
makes all payments to regular interests according to rules specified when it is established. For simplicity,
institutions are either transparent, translucent, or opaque in information and either active or passive in
operation. Such technology will inherently pose risk and compliance issues. Risks inherent in lending
activities include market risk, liquidity risk, credit risk and operational risk. Environmental regulations have
radically affected real estate values for older properties. To the extent the different systems of an FI are able to
integrate, compliance and sanctions issues can be readily addressed. As such, government interventions
provide the lacking assurance to economic agents in the form of deposit insurance. It has encouraged
individuals to take a step back and consider the risks associated with areas or activities for which they are
responsible and to take, and clearly document, the steps they have taken to minimise those risks. The program
then turns into a burdensome responsibility, not a useful tool. If simple rules and outside contacts can satisfy
investors, the role of active risk management is circumscribed. In addition, the extent of dynamic asset change
and the rules followed for such portfolio adjustment are rarely communicated or subject to monitoring, due to
the features of the assets held. Some actively assume systematic and unsystematic risks, while similar firms
eschew risk altogether. However, in Vietnam, there are additional concerns, namely ineffective and
unsustainable supervision and risk management which leads to a high rate of liquidity risk and credit risk,
internal management risks, such as human and FinTech challenges, and a comprehensive risk management
framework using Basel II. Regulators have been clear, however, that technology is not a substitute for the
exercise of human judgment. Except for some marginal fixed assets and mandatory cash positions, assets vary
from one institution to another and from one time to another for the same institution. Obviously, knowing the
difference is vitally important. It is clear that new roles and responsibilities will need to be implemented as the
market develops. Wong: There is no doubt that the external risk and compliance environment faced by FIs is
becoming more complex by the day. They have discretion because of their expertise in the chosen market and
their associated reputation for above-average performance and skill in active risk management.


