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INTRODUCTION
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Companies in the energy sector are at an
operational disadvantage when compared

to different industries. Factors such as
market volatility and fluctuating oil prices

in the wake of Brexit are exposing
companies to a variety of commodity and
currency risks. They are also becoming

more susceptible to financial risk factors
such as interest rates, currency

fluctuations, and borrowing rates. Our
experts also believe that sustaining

profitability and operating costs are two
of the biggest challenges for businesses.
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MAJOR FINANCIAL RISKS FACED BY COMPANIES IN

THE PETROLEUM INDUSTRY
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Credit Risks
Operational Risks

Liquidity Risks

Types of Risks
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Credit

 Risks

Credit risks occur when organizations offer credits to clients and customers. They usually fail to track
the diversified customer base and lack provisions to manage doubtful accounts. However, companies

must deal with their very own credit commitments by guaranteeing that it has adequate income to pay
its records payable bills in an opportune manner.

Liquidity

 Risks

Economic downturns can pose certain risks to organizations and negatively affect the growth of
organizations. Also, businesses may end up without enough assets to pay the fundamental costs, which are
important to keep operations running. This is the reason why experts and financial specialists take a look at

factors such as free income when assessing organizations as a valuable venture.

At times, ordinary business activities related to lawsuits, frauds, personal problems and business models of
companies can pose various risks for companies. Such risks are referred as operational risks. They prove the

inaccuracy and inadequacy of marketing plans and impact the growth of companies significantly.

Operational 

Risks
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BUSINESS CHALLENGE
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The client is a leading company in the UK
petroleum industry. They were unable to access
financial markets which were impacting the oil

prices and long-term investment program of the
company. The rising volatility due to a weak

macroeconomic outlook, particularly in the Euro-
zone, was influencing the growth rate,
shareholder returns, and share prices.

Furthermore, fluctuating crude oil prices were
limiting the ability of the client to obtain the

capital necessary to sustain its planned capital
expenditure; thus, creating the need for additional
financing. The failure to gain additional financing
was resulting in an operational delay, especially

when it came to the development of the company’s
reserves and its cash flows.
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OUR APPROACH
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SpendEdge's approach to risk management included identifying, evaluating, and
managing the financial risk. It involved a top-down approach where experts

were responsible for conducting a financial risk assessment which could define
the maximum tolerable amounts of risk exposure. The experts devised a risk

management strategy that could define policies and tools to manage the
company's exposure to financial risk and monitor weakening crude oil prices. 

 
The analysts figured out that movements in the exchange rate of the euro

against the U.S. dollar were impacting the client's operations. This was because
a few of the company's expenses were incurred in euros; whereas, oil prices,

natural gas and refined products are generally denominated in U.S. dollars. The
recent depreciation of the US dollar against the euro compelled them to optimize
their risk profile and devise strategies to effectively manage economic margins

of the client.
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WANT MORE
INFORMATION?

 
We'd love to assist you!

Please choose a mode of engagement below and
we'll be in touch within 48 hours.
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REQUEST FREE DEMO

CONTACT US

REQUEST FREE PROPOSAL
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SOLUTIONS OFFERED
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The financial risk management solution helped the client to
deliver approximately €3-4 billion of additional cash flows
from asset disposals. The main part of which came from

the disinvestment of stakes and monetizing recent
exploration successes and reserves. This provided

additional financial flexibility to the client in view of
funding organic growth.

Gained Over €3 Billion Additional
Cash Flows
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The diversified customer base of the client
included a large number of medium and small-

sized businesses and retail customers who were
particularly impacted by the financial and

economic downturn. SpendEdge identified and
managed all such doubtful accounts and
enabled the client to include significant

provisions for doubtful accounts. Also, it helped
the client to avoid €0.2-0.3 billion in terms of

losses and establish repayment plans.

Managed Credit risks
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SOME MORE BENEFITS OF

FINANCIAL RISK ASSESSMENT
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The solution offered helped the client to develop a risk
profile and segregate them into categories ranging

between 1 to 7.  Also, it helped the client to devise an
investment strategy and allocate assets strategically while
ensuring the level of risk pertaining to their risk appetite

and capacity. It proved to be one of the greatest
determinants of the client's financial planning.

Asset Allocation

Better Financial Decisions

Increased awareness and knowledge of the clients’ risk
attitude, tolerance and capacity for risk helped the client

to make informed financial decisions for the future. It also
helped them to understand how the risk rating can be

measured and used for making decisions that may affect
their finances going forward.
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CONTACT INFO

 

 

PHONE NUMBER - US

+1 630 984 7340

PHONE NUMBER - UK 

+44 148 459 9299

SpendEdge delivers robust, real-time financial risk assessment solutions that
helps sourcing and procurement professionals to improve risk management

process. Our financial risk assessment solutions help enterprises to transform the
structural capabilities of businesses and optimize risk profile. Our state-of-the-art

financial risk assessment solutions help enterprises to transform structural
capabilities, improve execution efficiency, and manage credit risks. We provide

businesses with actionable insights and techniques to sustain their position in the
industry. Moreover, our experts provide the latest industry news, supplier

updates, and innovation landscape to help the client analyze financial risks and
achieve additional cash flows.
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