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Hello Wilson.
I absolutely agree with you point of view, as an aspect that occurs due to Macroeconomic factors, Systematic risk can be understood to be an aspect that’s beyond the control of a specific company or individual and hence can’t be diversified .Consequently, its significant to note that all Investments and securities suffer from such type of risk. One can’t eliminate such a risk by holding more number of shares. To an  Individual who probably might have Issues with the topic ,I would recommend that the best approach to approach this topic is by first understanding this risk include all the  unforeseen events that happen in everyday life, thus, making it beyond the control of the investors. Furthermore, systematic risk impacts the entire industry rather than a single company or security. When compared to Unsystematic risks, the organization can be able to strategize to tackle such risks as compared to systematic risks which an organization has got not control.
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Hello Batson!
Great post!, just to comment on what you have already highlighted, as  risk that’s associated with market returns, systematic risk is a loss associated with the entire market or the segment. The macro economic factors such as Inflation, fluctuation in currencies have for over time played a major role increasing the systematic risk. Most companies have to battle such risk at a time when they are facing other unsystematic risk and without proper management of the company, most companies have been pushed by such situations to close up. However, its significant to note that, companies have a role to play in ensuring that they are at least able to partially mitigate such risks in a way that it doesn’t bring down most of its operations .For example, proper financial preparation can be the best tool to mitigate systematic risks. Asset allocation can partially mitigate systematic risks. Owning different asset categories (i.e. bonds, cash, commodities, etc.) with low or zero correlation helps because they reach differently to macroeconomic factors; some asset categories may increase and others may fall.
Another way to reduce systematic risk is through hedging. Investors can use options such as purchasing protective puts on their securities. A protective put is risk-management strategy that investors use to guard against the loss of unrealized gains. Put value will rise if securities value drops. However, options are for a certain time and once they expire, investors need to buy new ones to stay hedged.
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Hello Class!

Systematic risk and Unsystematic risk are two factors that can affect the performance of an organization. these risk can
affect the whole market, economy, and the organization itself. It is absolutely important for a financial manager to know and
understand the differences of systematic and unsystematic risk. The best way to first approach this topic s to start with the
basic information that everyone should know.

isk

Systematic

Systematic risk is the type of risk that arises as a result of various external factors that include political factors, economic
factors, and sociological factors. A manager of an organization cannot control, avoid, or alter any aspect of systematic risk
because this type of risk affects the whole market and the economy. A few examples of systematic risk are inflation,
fluctuations in interest rates, price movement, and a rise in unemployment rates. A few sources for this risk are related to the
market, purchasing power, and interest rates. (EDUCBA, 2020).

Unsystematic Risk

Unsystematic sk is the type of risk that happens internally within an organization. These are the type of risks that can be
controlled and even avoided by the actions of the organizations management. Unsystematic risks can disrupt the well being
of the organization and sometimes the industry as well. A few examples of this type of risk are higher rates of operational
costs and a rise in labor turnover. The main sources for unsystematic risks include risks pertaining to finances, business and
insolvency. (EDUCBA, 2020).

EDUCBA. Difference Between Systematic Risk vs Unsystematic Risk. (2020). https://www.educha.com/systematic-risk-vs-
unsystematic-risk/
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Systematic risk is risk associated with market returns. This is risk that can be attributed to broad factors. It s risk to your
investment portfolio that cannot be attributed to the specific risk of individual investments.

Sources of systematic risk could be macroeconomic factors such as inflation, changes in interest rates, fluctuations in
currencies, recessions, wars, etc. Macro factors which influence the direction and volatility of the entire market would be
systematic risk. An individual company cannot control systematic risk.

Systematic risk can be partially mitigated by asset allocation. Owning different asset classes with low correlation can
smooth porfolio volitiity. because asset classes react differently to macroeconomic factors, Unsystematic risk is company
specific or industry specific risk. This is risk attributable or specific to the individual investment or small group of investments.
Itis uncorrelated with stock market returns. Other names used to describe unsystematic risk are specific risk, diversifiable
risk, idiosyncratic risk. and residual risk.Examples of risk that might be specific to individual companies or industries are
business risk, financing risk, credit risk. product risk, legal risk, liquidity risk, political risk, operational risk, etc. Unsystematic
risks are considered governable by the company or industry. Proper diversification can nearly eliminate unsystematic risk. If
an investor owns just ane stock or bond and something negative happens to that company the investor suffers great harm.

But if an investor owns a diversified portfolio of 20, 30, or 40 individual investments, the damage done to the portfolio is
minimized.




