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English Answers:

(1) Political risk: relatively expensive duty faced in exportation
process. During the courses of mergers and acquisition Company Jia which
is located in Country D, the company was thwarted by local government.

Market risk: the company faces exchange rate risk when exporting.
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Natural environment risk: Dye is dumped into the nearby river, which
affecting the ecological balance.

Legal/Compliance risk: relevant department has given severe punishment
to Company K.

(2) There are seven types of tools in risk management strategies: risk
acceptance, risk avoidance, risk conversion, risk offsetting, ¢ risk
compensationand risk control. In cases of facing exchange rate risk, the
hedging methods should be used, ‘it adopts risk offsetting; Risk conversion
is adopted for intending to acquire Company.

(3) Prevent host country’ s political risk, specific measures could be
taken into consideration:

(DStrengthen the evaluation of host country’ s political risk, improve
dynamic monitoring and early warning system.

@Adopt flexible international investment strategy, establish a solid
basis for risk control.

(BEnforce localization strategy to reduce the contradiction and conflicts

with host country.
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