
Do your plans have sufficient and updated triggers for when you need to conserve cash and capital?
Are there contingency plans for actions that can be implemented quickly as the triggers are met – to
raise cash, conserve cash, bolster capital, if needed?
Do your plans have prudent measures to adjust pricing without losing market share to recoup your
rising costs?

Have you thought through the communication elements for your customers and your associates?
If repricing your products is not possible, do you have a concrete plan to reduce your costs in areas not
impacting production or product creation?
Do you have plans to communicate to your stakeholders the potential impacts to profitability,
dividends, staffing  and investments in the future?
Have your triggers factored into account the possible long term and short-term durations of this
economic dislocation? i.e., are there escalating triggers and actions?
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This is clearly an unsettling time in the economy. Higher interest rates, oil and gas prices, food and raw
material prices, and soon, the prospect of diminishing job creation are spawning headlines every day.
Inflation is causing increasing economic discomfort and talk of a recession is increasing. However, there is
significant uncertainty being caused by both the real and the market perceptions of inflation which is
evidenced by the knock-on impact of significantly rising interest rates. This adds to costs for all of us.

Various estimates of 2022 inflation have it ranging from 6 to 9% without a clear indication of how long it will
continue at or near that pace. Because inflation increased so rapidly there has been little time for
companies to react to the changing environment or institute previously drafted plans.  And inflation is
beginning to force reductions in household spending as well as raising the cost for businesses to produce
and deliver their products. Indeed, on June 22, 2022, Federal Reserve Chair Jerome Powell suggested the
central bank’s inflation fighting interest rates increases could push the economy in the direction of a
recession, he also stressed the FED’s determination to avoid that outcome (see WSJ). 

Now is the time for boards to dust off existing plans that outline customized strategies to manage
the impacts from rising interest rates and the possibility of sustained inflation. 

Based upon the market reaction over the past few weeks it is also clear that companies and individuals may
not understand what the FED’s recent interest actions mean or are reacting to the wave of media discussion
about recession fears. They may well believe the economy is worse than the actual data suggests.

With the actions of the FED over the last few weeks and the specter of additional interest rates hikes for the
remainder of 2022, it’s important to ask whether your organization’s risk plans address the following items:

Inflation, high interest rates, possible stagflation - Is your risk plan ready?
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https://www.wsj.com/articles/powell-says-fed-needs-compelling-evidence-of-inflation-slowdown-to-alter-rate-rise-path-11655904616


WHO WE ARE

The Board Risk Committee (BRC) is the foremost thought leadership peer council for board risk committee members
and chief risk officers. The BRC is a nonprofit, non-competitive, trusted place for the exchange of ideas, strategies, and
best practices in enterprise risk oversight. We advocate for having risk committees of boards, where appropriate, and
for educating board directors about enterprise risk. The BRC aims to foster more effective risk management and
board oversight. BRC is affiliated with The Santa Fe Group (SFG) and Shared Assessments (SA). SFG is a strategic
advisory company providing expertise to leading corporations and other critical infrastructure organizations in the
area of risk management. SA is the thought leader and provider of tools, education and certifications in the third party
risk management space. The Board Risk Report is the periodic publication of the BRC.

Contact: 
Catherine A. Allen, Founder, Chairman, Board Risk Committee, cathy@santa-fe-group.com
Ellen Dube, Executive Director, Board Risk Committee, ellen@boardriskcommittee.org 2

The Board Risk Report is the periodic publication of the BRC. SUBSCRIBE NOW to receive complimentary world-class risk
management practices delivered directly to your inbox.
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