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ABSTRACT

Risk management is important because it ensures stability in financial and commodity markets. These markets are inherently volatile due to a dynamic interaction
of economic, political, and environmental factors. It discusses the needs for risk management principles, strategies, and tools to mitigate risks in financial and

commodity trading, with an explanation of why risk management is vital for sustainable growth and investor confidence.

The study begins with risk factors that distinguish between financial and commodity markets. Typical examples of financial market risks are credit risk, market
risk, and operational risk. For commodity markets, risk elements may include: to price volatilities, supply chain disruptions, geopolitical impact. It points to the

diversity of risk profiles that characterize these two markets and, thus, to how this difference requires that risk management strategies be modified accordingly.

Also covered here are the evolutionary phases of a risk management methodology, from traditional means, such as diversification and hedging, to state-of-the-art
techniques, such as value-at-risk (VaR) models, scenario analysis, and applications of machine learning. Special focus is given to the derivatives, such as futures,
options, and swaps, as price variables used for managing price fluctuations in commodity markets and shielding institutions from adverse movements in financial

markets.
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1. INTRODUCTION

Risk management is fairly available with respect to the dollar economies and commodities, technology markets, where everything is always subjected
to the uncertainties from the different ranges of economic and political events with the fluctuations of markets and prevailing environmental conditions.
Thereby, such effective risk management strategies will equip any market participant to not only become proactive but also to create a snag against,
and-or become to adapt under changing situations concerning requirements across countries or in between borders. However, risk managing practices in
the financial markets encompass more than countermeasures against different types of risks like credit risks, market risks, operational risks, and
liquidity risks; thus, include all essential hedging tools of interacting or all investments-related financial derivatives portfolio diversification, and
techniques for cushioning against potentially adverse market movements. This means that risk management in commodities is more obligatory in
character because it is brought about by price fluctuations, which occur due to supply chain disruption, changing weather patterns, and the dynamics of
global trade. Commodity traders and investors love to hold futures contracts, options, as well as other financial products that help stabilize their returns
and reduce their risks. Research in this area is revolving around risk management things-principles, practices, and innovations-in financial and
commodity markets, aiming to explain how stakeholders navigate complex situations to achieve greater resilience despite the uncertainties.

2.IMPORTANCE

. Shielding businesses from probable losses incurred because of price fluctuations in stock, currency, and commodities.
e  Providing some stability for financial transactions that might be thrown into jeopardy by sudden market occurrences or crises.
e  Enhancing decision-making through improved forecasting and planning.

e Aiding investor confidence through risk reduction and reliable performance.

3. OBJECTIVES

e To lessen any losses that may occur due to changes in market prices.
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e  Torecognize and manage any risks with respect to both finance and commodities.
. To ensure smooth functioning within periods of market volatility.
e  To hedge up those investments through various instruments including hedging.

. To provide an avenue for long-term financial planning and stability

4. LITERATURE REVIEW

Risk management nonetheless captures the attention that is due to its very significant role in the economic and business life. Risk management
researchers Jorion (2007), Hull (2015), etc. argue for identifying and measuring risks, then mitigating them through derivatives, hedges, and Value at
Risk (VaR) models. Evidence suggests that effective risk management has helped firms overcome abnormal market fluctuations, and thus reduce
financial exposure and maintain investor confidence. In commodity markets, it is more so the growth of oil, gold, and agricultural product prices that
draw firms into strategies for managing operational and financial risks. More importantly, the whole literature illustrates the significance of growing

integrated risk experience in resilience enhancement across sectors.

5 RESEARCH GAP

Some gaps remain despite extensive studies having been carried out in risk management as applied to financial and commodity markets. Most studies
were centered on large multinational corporations, making small- and medium-enterprise (SME) insights regarding the same risks scant. Very few
studies provide empirical evidence regarding existing risk management tools such as futures, which are increasingly skepticism-focused. Such scrutiny
is of utmost essence since options and swaps in developing countries, particularly in India, are still looked upon with much speculation. Some studies
also tend to omit technological developments such as Als and big data analytics as part of the current risk assessment frameworks. Literature tends to
discuss financial risks and commodity risks in isolation. These gaps build a case for undertaking risk management research in a wider and more
integrated approach that incorporates technology.

6. NEED OF THE STUDY

The increase in volatility and unpredictability of global economic conditions calls for the study of risk profiles in financial markets and commodity
markets. Businesses today find themselves significantly impacted by changing interest rates, currencies, and commodity prices; all of these have
adverse effects on profitability and operational efficiency. Globalization and rapid market integration entail that even a distortion of minimal intensity
may become a catalyst of full-fledged financial instability. Hence, this study anticipates providing an insight into how companies, especially those in
the emerging economies, could utilize effective risk management tactics in an effort to preserve their financial viability. The study will explore tools
such as hedging, derivatives, and scenario analysis to provide meaningful insights into minimizing losses, enhancing decision-making, and ensuring
long-term sustainability in an uncertain market environment.

7. PROBLEM STATEMENT

Organizations are increasingly becoming vulnerable to financial and commodity-related market risks that put significant emphasis on their performance
and sustainability owing to the increased dynamism and volatility in the environment that we seem to be in today. Anything that changes-the interest
rate, foreign exchange rate, stock price, commodity value (be it oil, gold, or agricultural products worth several dollars)-the very next moment haunts
the financial sector. Risk management has various tools and techniques, yet just a handful of firms in emerging markets use these tools effectively or
are even skilled in their implementation. This leads to unexpected losses, diminished investor confidence, and planning that holds little strategic
relevance. Thus, the core issue is the unsecured acceptance of risk management ideas and techniques, demanding further scrutiny of the presently used
frameworks and their meaning in the context of the abatement of financial and commodity market risks

8. METHODOLOGY

The study compares financial and commodity market risk management through case studies in aviation fuel hedging and particular gold traders. The
research is descriptive and analytical and involves a qualitative and quantitative approach for measuring these methods' efficiency on risk control in
markets of significant fluctuations.

Data Sources Company and Industry
. Data Collection: This is complemented by both primary data and secondary data, thereby adding to the perspective of the study.

. Financial Reports & Market Disclosures: Information has been collected from listed companies involved in commodity trading and
financial market hedging from 2020 to 2024, including income statements and summaries of risk exposures.
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Government and Regulatory Bodies: Risk regulation, compliance trends, and derivative norms for use were examined from data
available with institutions like SEBI and RBI, and the Ministry of Finance.

Industry Reports: Sourced from NSE, BSE, MCX, and other financial think tanks such as CRISIL and ICRA, focusing particularly on
emerging trends in market volatility as well as measuring hedging efficiency.

Company Case Studies: Primary data is being collected from companies directly involved in sectors that are high-risk (e.g., airlines,
exporters, commodity traders) so that it has the avenue to analyze pre- and post-risk management results.

Data Analysis Techniques

Trend and Comparative Analysis: Focuses on comparative studies between Key Risk Indicators (KRIs) such as price volatility, loss
reduction, hedge coverage, and exposure sensitivity over time and across different industries.

Hypothesis Testing (t-Tests and p-Values): Assess whether a structured risk management approach will in fact lead to a significant

improvement in financial performance and reduction in market exposure.

Regression Analysis: Measurement of the impact of relevant independent variables like hedging ratio, market volatility index, and
regulatory compliance on dependent outcomes such as an intervening loss or profit stability measure.

Sentiment and Risk Perception Analysis: Collect feedback from financial managers, analysts, and investors to build insight into the
concept of risk sentiment, perceived effectiveness of hedging tools, and barriers to their adoption.

9. RESULT

Table 1: Risk

ANALYSIS

Identification and Hedging Adoption Before and After Implementation

Case Study Identified Risk Events (Before) = Identified Risk Events % Increase in Risk
(After) Identification
Indian Airline Fuel Hedging 5 12 140%
Gold Trading Firm Risk Assessment = 4 9 125%
Observations:

®  Significant improvement in the ability to identify and catalog risks after adopting risk management frameworks.

®  Airlines and commodity firms benefited from structured risk assessment protocols and training.

Table 2: Volatility Exposure Reduction Before and After Risk Management

Case Study Volatility Exposure (Before) Volatility Exposure = % Reduction
(After)
Airline Jet Fuel Price Exposure 25% 12% 52%
Gold Trader’s Price Swings 20% 9% 55%
Observations:

®  Both cases show major reductions in price volatility impact due to use of hedging instruments like futures and options.

®  More structured hedging policies reduced earnings volatility and enhanced financial planning.

Table 3: Financial Losses Before and After Strategic Risk Management

Case Study Avg. Quarterly Loss (Before) Avg. Quarterly Loss (After) % Savings

Airline Operations $3.5 million $1.6 million 54%

Commodity Trading Desk $1.2 million $500,000 58%
Observations:

®  Post-risk management implementation, the firms saw clear reduction in financial losses during volatile periods.

[ Indi

cates successful application of hedging, scenario planning, and risk mitigation tools.

Table 4: Hypothesis Testing (Paired t-Test Results)
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Metric t-Value p-Value Significance

Risk Identification Accuracy 4.89 0.0012 Significant

Volatility Exposure Reduction 545 0.0009 Significant

Financial Loss Minimization 6.13 0.0003 Significant
Conclusion:

®  All p-values < 0.05 indicate statistically significant improvements after implementing risk management frameworks.
®  The Null Hypothesis (Ho ) — “Risk management strategies do not significantly affect financial/commodity market exposure” — is rejected.
®  This proves that implementing structured financial and commodity risk management enhances:

O  Risk detection,

O  Exposure reduction,

o  Financial loss control.

10. FINDINGS

It was found by the study that appropriate risk management strategies reduce financial exposure on the one hand and stabilize both the financial and
commodity markets on the other. Companies that have adopted structured approaches, such as hedging with the use of futures, options, and swaps,
incurred lower losses during turbulent times. The data showed that this was also reinforced by a marked improvement in forecasting and decision-
making due to better risk identification and mitigation frameworks. Price-rich sectors such as aviation and gold trading were able to resist and maintain
their profit margins owing to firms managing their price risks aggressively. Statistical analyses further support a strong positive correlation between the
use of risk management tools and overall financial performance, thus reinforcing the pertinence of strategic risk planning within today's turbulent

environment

11. RECOMMENDATIONS
. Properly structured risk management frameworks with periodical risk assessments and use of financial instruments like derivative
products to mitigate price volatility should be adopted by organizations.
. Companies should invest in training and technology to improve their risk forecasting, scenario analysis, and decision-making.

. Regulators should encourage awareness and prescribe best practices with regard to risk management, especially for the small and
medium enterprise sector, in environments characterized by instability.

12. CONCLUSION

A truly Risk Management dimension has heavy stakes upon the stability, profitability, and longevity of any business, especially in financial and
commodity markets. Hence, this study argues that firms with proactive risk mitigation, like hedging, scenario analysis, or complying with any
regulatory frameworks considered, are better prepared for increased market uncertainties and price variability. Looking at it from the lens of
comparative analyses and statistical validation, it is clear and given that those practitioners of effective risk management minimize their potential losses
while enhancing decision-making that builds investor confidence. In an environment where global markets have become extremely volatile, advanced
risk management practice has become more than just an aid for the industry to protect its financial interests.
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