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  Financial risk management is the method of understanding and controlling the financial risks that an organization is currently facing or it will encounter in the future.   The method is not concerned with eliminating risks; it is all about identifying the risks and planning methods or strategies to mitigate them according to the perception of the investor. There are various types of financial risks; however, they have usually categorized four categories; market risks, liquidity risks, operation risks, and credit risks.  Market risks are caused by changing market conditions such as an increase in interest rate, inflation, technology, government, and economic recessions. Liquidity risks are caused by the inability of the firm to have adequate cash flows to meet its financial obligations.  Operation risks arise due to management issues such as inaccurate budgeting, staff turnover, poor marketing, lawsuits, and unrealistic assumptions in projections.  Credit risks occur when the firm makes wrong choices in issuing credit to the customers. The buyers can fail to honor their debts and it will result in low revenue for the organization
 The knowledge of financial risk management can be effectively applied in the business. First, the sports business is faced with several risks such as market risks and operational risks. Market risks will arise due to competitors in the field. There are so many teams that will offer stiff competition to the business and it lead to low profitability of the business (De Angelis & Ravid, 2016).  The operation risks will arise due to the management of the club. The sports business requires managers that can accurately forecast and correctly budget for the firm expenditure. Lack of enough funds can cripple the operations of the firm. Besides, the team success depends on the talents of athletes; the management should plan to ensure that they retain experienced players. The sports business can employ financial risk management strategies to mitigate the risks that can adversely impact the firm.
 Identification of risks is very crucial in financial risk management. The business should identify all possible risks that can affect the operations of the company. The risks can be existing or potential. The management, departmental managers, and other stakeholders should play a role in identifying the risks. For example, a plant operator can identify possible risks resulting from running the machine, including the importance of maintenance of the asset. Once the risks are identified the management will apply appropriate tools to mitigate and avoid risks.
 Measurement of the financial risks is another important strategy. The risks identified should be quantified to assess the impact of those risks. Sometimes, the management may use the services of experts to adequately quantify the risks, since some risks are complex and difficult to quantify. Management must identify the risks so that they will protect the assets of the company. For example, in the sports business is the measurement of loss resulting from fans destroying the stadium's assets.
The business may opt to transfer the risks to the insurance company; the companies cover the risks that were insured. It helps the business to resume operations once the stated event has occurred. For example, if the business properties are destroyed by fire; the insurance company will offer the compensation and the business will not be affected by interruptions in business operations ("Primary insurance/Reinsurance contracts," 2013). Also, the business can take health insurance for players to ensure they quickly recover from injuries sustained during matches.
Holding a well-diversified portfolio is important in financial risk management.  Diversification is a process of having assets in different industries; assets that have a negative correlation can reduce losses.  If one of the assets in the portfolio is made losses, the other assets will generate income and minimize losses (Zakamulin, 2016).  For instance, the sports business can diversify risks by having assets in other clubs and other investments.
 Developing an emergency fund is another strategy for financial risk management.  An emergency fund is money set aside to meet unforeseen contingencies. The funds will assist the business to meet any financial liabilities that may arise. It helps in the management of finances management of the company. For example, the business may lack any other available funds to meet a financial obligation and the emergency fund will assist in solving the issue.
Lastly, the firm can apply the hedging strategy in minimizing risks from the financial management. Hedging strategy involves purchasing options and futures before expiry with the specified value of the underlying assets (Kurmanova, 2021). The contract is usually entered to minimize chances of loss in case of the spot price changes compared to the forward price. A business can gain in the hedging strategies and reduce risks from unfavorable price movements.
 In summary, financial risk management refers to managing assets to reduce current or future financial risks.  Mostly, the risks affecting a business are the operation risks, credit risks, liquidity risks, and market risks. Several strategies exist for financial risks management such as identification of risks, measurement of risks, insurance companies, developing a portfolio, emergency funds, and hedging strategies.
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