LSBA GLOSSARY

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

Professional Certificate in Family Office Management

Risk Management

Risk Management:

Risk management refers to the process of identifying, assessing, and prioritizing risks followed by
coordinated and economical application of resources to minimize, monitor, and control the probability and/
or impact of unfortunate events or to maximize the realization of opportunities. In the context of family
office management, risk management plays a crucial role in safeguarding the wealth and assets of the
family as well as ensuring the long-term sustainability of the family office.

Related Terms: Risk Assessment, Risk Mitigation, Risk Appetite, Risk Tolerance, Risk Monitoring, Risk Control,
Enterprise Risk Management (ERM)

Example: A family office may engage in risk management by conducting a thorough analysis of potential
risks such as market volatility, regulatory changes, or cybersecurity threats, and implementing strategies to
mitigate these risks to protect the family's wealth and assets.

Practical Application: Family offices can use various risk management techniques such as diversification of
investments, insurance coverage, and regular reviews of governance policies to proactively address
potential risks and minimize their impact on the family's financial well-being.

Challenges: One of the challenges in risk management for family offices is balancing risk-taking with risk
aversion, as overly conservative strategies may limit growth opportunities while excessive risk-taking could
jeopardize the family's financial security. Additionally, staying updated on emerging risks such as
technological advancements and geopolitical changes poses a challenge for family offices in effectively
managing risks.
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