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3 Hidden Supply Chain Risks CFOs Aren't Talking
About (Yet)

And why the smartest finance teams are treating supply chain resilience as a balance sheet
strategy - not an operations issue.

by Deborah Browning
SME Bancorp Inc.

For many CFOs, supply chain risk still sounds like "operations." Something for procurement to
handle, something for logistics to monitor.

But that framing is outdated.
Today, supply chain risk is increasingly a financial risk- one that shows up quietly in:
* margins
» working capital
» forecasting accuracy
* service levels

* and ultimately: customer retention

The problem is that the biggest risks often don't arrive with an alarm bell. They show up slowly - as
missed delivery dates, supplier instability, pricing surprises, and inventory distortions.

Below are three hidden supply chain risks CFOs should be watching closely - and practical ways
to reduce them.

Risk #1: "Supplier Fragility” (the silent failure risk)

On paper, a supplier may look fine: reliable, long-standing, acceptable quality.
But behind the scenes, many suppliers - especially smaller or mid-sized ones - are fighting:

* rising input costs

* labour shortages

* energy volatility

* increased borrowing costs

* slower-paying customers
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CFOs often don't see the fragility until it becomes visible as:
* missed shipments
* poor fill rates
* sudden price increases
« "quality drift"

* supplier exits or bankruptcies

What makes this risk hidden

It doesn't show up in your financial statements.
It shows up in your suppliers'.

And even strong supplier relationships can't fully protect you if a supplier is cash-constrained.

B CFO takeaway: your supply chain is only as strong as your suppliers' cash flow stability.

Risk #2: Working Capital Whiplash (inventory and cash distortion)

Most CFOs track working capital as a core performance lever - but the supply chain now creates
volatility that can throw off forecasts quickly.

Here's how it typically plays out:

* Lead times become inconsistent

* Buying teams over-order "just to be safe"
* Inventory rises, cash tightens

* Forecast accuracy drops

» Warehousing and expiry costs increase

* Emergency buying costs creep in

What makes this risk hidden

It often looks like "growth" or "volume" - when it's really supply chain uncertainty being financed
internally.

B CFO takeaway: working capital risk is no longer just internal discipline - it's supply chain
instability leaking into cash flow.

Risk #3: Margin Erosion Through "Micro-Costs"

This is the risk most CFOs feel but struggle to trace.
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Margins drop a little.

Then a little more.

And another little more.

And no one can point to a single root cause.

That's because margin erosion increasingly comes from micro-costs, such as:

» freight premiums

* partial shipments

» expedited production runs

» chargebacks and disputes

* short-dated inventory write-downs

* labour inefficiencies created by unpredictable supply

The killer issue: micro-costs are high frequency and low visibility - but they compound massively
over 12 months.

What makes this risk hidden

Most micro-costs are fragmented across:

* AP

* procurement

* logistics

« customer service
* plant operations

So finance sees the result, but not the source.

B CFO takeaway: margin erosion isn't always pricing pressure - it's supply chain friction.

The CFO Shift: From "Supply Chain Financing” to "Supply Chain Risk
Mitigation™

The smartest CFOs are now asking a different question:
"How do we strengthen supply continuity -  without tying up our own cash?"
Because the most valuable outcome isn't "lower cost of capital.”

It's:
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« fewer disruptions

« stronger supplier performance
» more stable lead times

* better forecasting

* reduced disputes

* improved service levels

* and protected margins

For CFOs, the supply chain is no longer a cost centre.

It's a risk surface - and also an opportunity.

Closing / Call-to-Action

If you're a CFO, procurement leader, or CEO and you'd like to explore how Canadian companies
are building resilience while improving working capital, feel free to connect.

Happy to share what we're seeing in the market and what strategies are working.

Contact

Peter Browning, CPA, CA
416 214 2653 Ext 101
pbrowning@smebancorp.com

Deborah Browning, BAA, BEd.
Phone (416) 214-2653 Ext. 102
dbrowning@smebancorp.com
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