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COMMON BUSINESS QUESTIONS

• What is a customer's payment history? 

• At the current exchange rate, how do revenues and expenses convert to local currency? 

• What is the variance on forecasted profit margin at the current exchange rate and at the year 

end projected exchange rate? 

• How does the current cost of capital affect margin compared to last year? 

• Is the average age of A/R increasing or decreasing? 

• What five foreign currencies represent the most exposure? 
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This report illustrates one of several analysis steps that may be used when determining the financial risk
associated with extending additional credit to customers.  In assessing credit risk, it is important to deter-
mine various characteristics of a customer/organization including credit score/credit rating, transaction
history and balances.  The next steps would be to investigate the recent transaction details and financial
statements of customers approaching their credit limit with poor payment histories.  Forwarding a report
on individual customers to the respective credit managers can aid in collections and risk management.  

Credit risk, contract risk, currency risk, fraud risk, and audit risk – all are becoming increasingly

important components of risk that must be controlled by corporations and government agencies. Credit

risk management, by combining data from publicly available sources with corporate customer and sales

data, focuses on the determination of credit ratings, credit risk exposure in a particular country or

industry, or the impact of increased customer defaults. Currency risk analysis involves evaluation of

exchange rate exposure and predictive modeling of the impact of currency fluctuations on forecasted

profit margin. Fraud risk analysis, through the use of statistical data mining techniques, can uncover

patterns of activity correlated to fraudulent events. Business intelligence, by enabling the use of data

mining and statistical techniques for risk detection and management, empowers wider worker popula-

tions to help mitigate the various forms of corporate risk.

Sample Report: Credit Risk Assessment
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Click here to download the entire "Applications of Industrial-Strength Business Intelligence" Book

http://www.microstrategy.com/solutions/appsbook.asp



