Currency Risk Management

By Ken Garrett

is the process of managing exposure to international currencies. It involves understanding how
different currencies move in relation to one another and taking action to minimise the impact of
exchange rate fluctuations on business operations.

Increasingly, many businesses have dealings in foreign currencies and, unless exchange rates are fixed
with respect to one another, this introduces risk. There are three main types of currency risk as detailed
below.

Economic risk. The source of economic risk is the change in the competitive strength of imports and
exports. For example, if a company is exporting (let’s say from the UK to a eurozone country) and the
euro weakens from say €/£1.1 to €/£1.3 (getting more euros per pound sterling implies that the euro
is less valuable, so weaker) any exports from the UK will be more expensive when priced in euros. So
goods where the UK price is £100 will cost €130 instead of €110, making those goods less competitive
in the European market.

Similarly, goods imported from Europe will be cheaper in sterling than they had been, so those goods
will have become more competitive in the UK market. Note that a company can, therefore, experience
economic risk even if it has no overt dealings with overseas countries. If competing imports could
become cheaper you are suffering risk arising from currency rate movements.

Doing something to mitigate economic risk can be difficult — especially for small companies with limited
international dealings. In general, the following approaches might provide some help:

e Try to export or import from more than one currency zone and hope that the zones don’t all
move together, or if they do, at least to the same extent. For example, over the six months 14
January 2010 to 14 June 2010 the €/USS exchange rate moved from about €/USS0.6867 to
€/USS 0.8164. This meant that the € had weakened relative to the USS (or the USS
strengthened relative to the €) by 19%. This made it less competitive for US manufacturers to
export to a eurozone country. If, in the same period, the £/USS exchange rate moved from
£/USS$0.6263 to £/USS0.6783, a strengthening of the USS relative to £ of only about 8%. Trade
from the US to the UK would not have been so badly affected.

e Make your goods in the country you sell them. Although raw materials might still be imported
and affected by exchange rates, other expenses (such as wages) are in the local currency and
not subject to exchange rate movements.
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Translation risk. This affects companies with foreign subsidiaries. If the subsidiary is in a country whose
currency weakens, the subsidiary’s assets will be less valuable in the consolidated accounts. Usually,
this effect is of little real importance to the holding company because it does not affect its day-to-day
cash flows. However, it would be important if the holding company wanted to sell the subsidiary and
remit the proceeds. It also becomes important if the subsidiary pays dividends. However, the term
‘translation risk’ is usually reserved for consolidation effects.

It can be partially overcome by funding the foreign subsidiary using a foreign loan. For example, take
a US subsidiary that has been set up by its holding company providing equity finance. Its statement of
financial position would look something like this:

USSm Non-current assets 15
Current assets 0.5
2.0

Equity 2.0

If the USS weakens then all the USS2m total assets become less valuable.

However, if the subsidiary were set up using 50% equity and 50% USS borrowings, its statement of
financial position would look like this:

USSm
Non-current assets 1.5
Current assets 0.5
2.0
S Loan 1.0
Equity 1.0
2.0

The holding company’s investment is only USS1m and the company’s net assets in USS are only USS1m.
If the USS weakens, only the net USS1m becomes less valuable.

Transaction risk. This arises when a company is importing or exporting. If the exchange rate moves
between agreeing the contract in a foreign currency and paying or receiving the cash, the amount of
home currency paid or received will alter, making those future cash flows uncertain. For example, in
June a UK company agrees to sell an export to Australia for 100,000 Australian S (AS), payable in three
months. The exchange rate at the date of the contract is AS/£1.80 so the company is expecting to
receive 100,000/1.8 = £55,556. If, however, the AS weakened over the three months to become worth
only AS/£2.00, then the amount received would be worth only £50,000.

Of course, if the AS strengthened over the three months, more than £55,556 would be received.

It is important to note that transaction risk management is not mainly concerned with achieving the
most favourable cash flow: it is mainly aimed at achieving a definite cash flow. Only then can proper
planning be undertaken.
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Dealing with transaction risks

Assuming that the business does not want to tolerate exchange rate risks (and that could be a
reasonable choice for small transactions), transaction risk can be treated in the following ways:

1. Invoice. Arrange for the contract and the invoice to be in your own currency. This will shift all
exchange risk from you onto the other party. Of course, who bears the risk will be a matter of
negotiation, along with price and other payment terms. If you are very keen to get a sale to a foreign
customer you might have to invoice in their currency.

2. Netting. If you owe your Japanese supplier ¥1m, and another Japanese company owes your
Japanese subsidiary ¥1.1m, then by netting off group currency flows your net exposure is only for
¥0.1m. This will really only work effectively when there are many sales and purchases in the foreign
currency. It would not be feasible if the transactions were separated by many months. Bilateral netting
is where two companies in the same group cooperate as explained above; multilateral netting is where
many companies in the group liaise with the group’s treasury department to achieve netting where
possible.

3. Matching. If you have a sales transaction with one foreign customer, and then a purchase
transaction with another (but both parties operate with the same foreign currency) then this can be
efficiently dealt with by opening a foreign currency bank account. For example:

1 November: should receive ussS2m from us customer
15 November: must pay US$1.9m to US supplier.

Deposit the US$2m in a USS bank account and simply pay the supplier from that. That leaves only
USS0.1m of exposure to currency fluctuations. Usually, for matching to work well, either specific
matches are spotted (as above) or there have to be many import and export transactions to give
opportunities for matching. Matching would not be feasible if you received USS2m in November, but
didn’t have to pay US$1.9m until the following May. There aren’t many businesses that can simply
keep money in a foreign currency bank account for months on end.

4. Leading and lagging. Let’s imagine you are planning to go to Spain and you believe that the euro will
strengthen against your own currency. It might be wise for you to change your spending money into
euros now. That would be ‘leading’ because you are changing your money in advance of when you
really need to. Of course, the euro might weaken and then you’ll want to kick yourself, but remember:
managing transaction risk is not about maximising your income or minimising your expenditure, it is
about knowing for certain what the transaction will cost in your own currency. Let’s say, however, that
you believe that the euro is going to weaken. Then you would not change your money until the last
possible moment. That would be ‘lagging’, delaying the transaction. Note, however, that this does not
reduce your risk. The euro could suddenly strengthen and your holiday would turn out to be
unexpectedly expensive. Lagging does not reduce risk because you still do not know your costs. Lagging
is simply taking a gamble that your hunch about the weakening euro is correct.

5. Forward exchange contracts. A forward exchange contract is a binding agreement to sell (deliver)
or buy an agreed amount of currency at a specified time in the future at an agreed exchange rate (the
forward rate).
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In practice there are various ways in which the relationship between a current exchange rate (spot
rate) and the forward rate can be described. Sometimes it is given as an adjustment to be made to
the spot rate; in the F9 exam, for example, the forward rates are quoted directly.

However, for each spot and forward there is always a pair of rates given. For example:

Spot €/£ |1.2022-1.2028
Three-month forward rate €/f 1.2014 -1.2026

One of each pair is used if you are going to change sterling to euros. So £100 would be changed now
for either €120.28 or €120.22. Guess which rate the bank will give you! You will always be given the
exchange rate which leaves you less well off, so here you will be given a rate of 1.2022, if changing £
to euros now, or 1.2014 if using a forward contract. Once you have decided which direction one rate
is for, the other rate is used when converting the other way. So:

€tof f£to€
Spot €/f 1.2028 1.2022
Three month forward rate €/f 1.2026 1.2014

So, let’s assume you are a manufacturer in Italy, exporting to the UK. You have agreed that the sale is
worth £500,000, to be received in three months, and wish to hedge (reduce your risk) against currency
movements.

In three months you will want to change £ to € and you can enter a binding agreement with a bank
that in three months you will deliver £500,000 and that the bank will give you £500,000 x 1.2014 =
€600,700 in return. That rate, and the number of euros you will receive, is now guaranteed irrespective
of what the spot rate is at the time. Of course if the £ had strengthened against the € (say to €/£ = 1.5)
you might feel aggrieved as you could have then received €750,000, but income maximisation is not
the point of hedging: its point is to provide certainty and you can now put €600,700 into your cash flow
forecast with confidence.

However, there remains here one lingering risk: what happens if the sale falls through after arranging
the forward contract? We are not necessarily talking about a bad debt here as you might not have sent
the goods, but you have still entered into a binding contract to deliver £500,000 to your bank in three
months’ time. The bank will expect you to fulfil that commitment, and so what you might have to do
is get enough € to buy £500,000 using the spot rate, use this to meet your forward contract, receiving
€600,700 back. This process is known as ‘closing out’, and you could win or lose on it depending on the
spot rate at the time.

6. Money market hedging. Let’s say that you were a UK manufacturer exporting to the US and in three
months you are due to receive USS2m. You would suffer no currency risk if that US$2m could be used
then to settle a US$2m liability; that would be matching the currency inflow and outflow. However,
you don’t have a US$2m liability to settle then — so create one that can soak up the USS. You can create
a USS liability by borrowing USS now and then repaying that in three months with the USS receipt. So
the planiis:
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Interest on the USS loan will accrue for three months
----------------*
Borrow USS$ Now US$2m liability

B Convert at spot rate

1T T I 1 =

£ available now USS2m from
customers

Interest on the USS loan will accrue for three months

To work out how many USS need to be borrowed now, you need to know USS interest rates. For
example, the USS three month interest rate might be quoted as: 0.54% — 0.66%.

It is important to understand that, although this might be described as a ‘three month rate’ it is always
guoted as an annualised rate. One rate is what you would earn in interest if the money was on deposit,
and the other is the rate you would pay on a loan. Again, no prizes for guessing which is which: you
will always be charged more than you earn. On the USS loan we will be charged 0.66% pa for three
months and the loan has to grow to become US$2m in that time. So, If X is borrowed now and three
months’ interest is added:

X(1+0.66%/4) = 2,000,000
X =$1,996,705

This can be changed now from USS to £ at the current spot rate, say USS/£ 1.4701, to give £1,358,210.

This amount of sterling is certain: we have it now and it does not matter what happens to the exchange
rate in the future. Ticking away in the background is the USS loan which will amount to US$2m in three
months and which can then be repaid by the USS2m we hope to receive from our customer. That is
the hedging process finished because exchange rate risk has been eliminated.

Why might this somewhat complicated process be used instead of a simple forward contract? Well,
one advantage is that we have our money now rather than having to wait three months for it. If we
have the money now we can use it now — or at least place it in a sterling deposit account for three
months. This raises an important issue when we come to compare amounts received under forward
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contracts and money market hedges. If these amounts are received at different times they cannot be
directly compared, because receiving money earlier is better than receiving it later.

To compare amounts under both methods we should see what the amount received now would
become if deposited for three months. So, if the sterling three month deposit rate were 1.2%, then
placing £1,358,210 on deposit for three months would result in:

£1,358,210 (1 + 1.2%/4) £1,362,285

It is this amount that should be compared to any proceeds under a forward contract.

The example above dealt with hedging the receipt of an amount of foreign currency in the future. If
foreign currency has to be paid in the future, then what the company can do is change money into
sufficient foreign currency now and place it on deposit so that it will grow to become the required
amount by the right time. Because the money is changed now at the spot rate, the transaction is
immune from future changes in the exchange rate.

There are two other methods of exchange risk hedging which you are required to know about, but you
will not be required solve numerical questions relating to these methods. They involve the use of
derivatives: financial instruments whose value derives from the value of something else — like an
exchange rate.

1. Currency futures. Simply think of these as items you can buy and sell on the futures market and
whose price will closely follow the exchange rate. Let’s say that a US exporter is expecting to receive
€5m in three months’ time and that the current exchange rate is USS/€1.24. Assume that this rate is
also the price of USS/€ futures. The US exporter will fear that the exchange rate will weaken over the
three months, say to US$/€1.10 (that is fewer dollars for a euro). If that happened, then the market
price of the future would decline too, to around 1.1. The exporter could arrange to make a
compensating profit on buying and selling futures: sell now at 1.24 and buy later at 1.10. Therefore,
any loss made on the main the currency transaction is offset by the profit made on the futures contract.

This approach allows hedging to be carried out using a market mechanism rather than entering into
the individually tailored contracts that the forward contracts and money market hedges require.
However, this mechanism does not offer anything fundamentally new.

Basis risk can arise for both interest rate and exchange rate hedging through the use of futures. Futures
contracts will suffer from basis risk if the value of the futures contract does not match the underlying
exposure. This occurs when changes in exchange or interest rates are not exactly correlated with
changes in the futures prices.

Note that another form of basis risk also exists as part of interest rate risk. In this case basis risk exists
where a company has matched its assets and liabilities with a variable rate of interest, but the variable
rates are set with reference to different benchmarks. For example, deposits may be linked to the one-
month LIBOR rate, but borrowings may be based on the 12-month LIBOR rate. It is unlikely that these
rates will move perfectly in line with each other and therefore this is a source of interest rate risk.
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2. Options. Options are radically different. They give the holder the right, but not the obligation, to buy
or sell a given amount of currency at a fixed exchange rate (the exercise price) in the future (if you
remember, forward contracts were binding). The right to sell a currency at a set rate is a put

option (think: you ‘put’ something up for sale); the right to buy the currency at a set rate is a call option.

Suppose a UK exporter is expecting to be paid USS1m for a piece of machinery to be delivered in 90
days. If the £ strengthens against the USS the UK firm will lose money, as it will receive fewer £ for the
USS1m. However, if the £ weakens against the USS, then the UK company will gain additional money.
Say that the current rate is US$/£1.40 and that the exporter will get particularly concerned if the rate
moved beyond US$/£1.50. The company can buy £ call options at an exercise price of USS/£ = 1.50,
giving it the right to buy £ at US$1.50/£. If the dollar weakens beyond USS$/£1.50, the company can
exercise the option thereby guaranteeing at least £666,667. If the USS stays stronger — or even
strengthens to, say, US$/£1.20, the company can let the option lapse (ignore it) and convert at 1.20,
to give £833,333.

This seems too good to be true as the exporter is insulated from large losses but can still make gains.
But there’s nothing for nothing in the world of finance and to buy the options the exporter has to pay
an up-front, non-returnable premium.

Options can be regarded just like an insurance policy on your house. If your house doesn’t burn down
you don’t call on the insurance, but neither do you get the premium back. If there is a disaster the
insurance should prevent massive losses. Options are also useful if you are not sure about a cash flow.
For example, say you are bidding for a contract with a foreign customer. You don’t know if you will win
or not, so don’t know if you will have foreign earnings, but want to make sure that your bid price will
not be eroded by currency movements. In those circumstances, an option can be taken out and used
if necessary or ignored if you do not win the contract or currency movements are favourable.

7|Page



Understanding Currency Hedging: Strategies, Meaning, and
Examples

Key Takeaways

e Currency hedging is a strategy that is used to eliminate foreign exchange currency risk while
doing cross-border business.

e Effective currency hedging strategies include forward contracts, futures, swaps, options, and
hedged foreign bond funds.

e General hedging guidelines emphasize understanding risks, setting clear objectives, and
regular review for optimal risk management.

Introduction

While Insurance is a sure way of providing you with an extra layer of protection from
any unforeseen event, currency hedging is an attempt to minimize the impact of
foreign currency risk on investment returns.

If you invest or engage in business internationally, you must explore currency
hedging strategies. To hedge an investment, investment managers need to set up
a related currency investment strategy to offset changes in the value of foreign
currency. Simply put, currency hedging reduces the risk of an investment due to
fluctuations in the foreign exchange (FX) rate.

What is Currency Hedging?

Currency hedging involves using financial instruments to counteract potential
losses from the rate changes. It is used to lower the risk of fluctuating FX rates. For
this, the company creates a forward contract with an investment dealer to sell off
currency at a future date at today’s FX rate.

How does currency hedging work?

Hedging currency risk aims to reduce the unpredictability of equity investments and
provide a measure of risk control by enabling investors to isolate currency risk from
their equity asset allocation. Before hedging currency risk, companies need to
determine the degree of forex risk they can take.
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When companies conduct business across borders, they deal in foreign currencies.
This makes them prone to forex risk when they exchange foreign currencies for
home currencies. This is exactly where foreign exchange risk awareness comes into

play.

For example, let’'s say a family from Mexico planning a trip to the US. They need to
exchange their Pesos for US dollars to cover expenses. However, if the Peso weakens
against the dollar during their trip, they may end up spending more than budgeted.
Hedging currency risk helps them secure a fixed exchange rate in advance,
shielding them from unexpected fluctuations.

Foreign currency hedging involves employing either a cash flow hedge or a fair
value hedge. Fair value hedges aim to minimize the impact of fluctuations in asset
fair market values. On the other hand, cash flow hedges help manage risks
stemming from sudden changes in asset or liability cash flows.

Aspect Cash Flow Hedging Fair Value Hedging
Objective Minimize risks associated with Reduce risks related to changes in
fluctuations in cash flows of fair market values of assets
assets or liabilities
Primary Protect against variability in Shield against changes in the fair
Focus future cash flows value of assets
Timing of Hedging profits or losses Hedging profits or losses recognized
Recognition recognized in the same in the income statement
period as the hedged cash
flows
Financial Typically involves forward Often employs derivatives like futures
Instruments contracts, options, or swaps contracts, options, or swaps
Accounting Hedge effectiveness tested at Hedge effectiveness tested at
Treatment inception and periodically inception and each reporting period
thereafter
Applicability Suitable for managing risks Appropriate for hedging risks
related to forecasted associated with recognized assets or
transactions or firm liabilities
commitments
Impact on May result in increased Can lead to more stable income
Income income volatility fluctuations
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Key Considerations Before Currency Hedging

The complexities of currency hedging require a thoughtful approach clubbed with
a thorough assessment and strategic planning. Before diving in, it is essential for
you to carefully consider several key factors. By evaluating your currency risk
exposure, defining clear objectives, and understanding market dynamics, you can
develop a practical currency hedging strategy tailored to your business needs. Let’s
explore some critical considerations to guide your decision-making process.

1. Predicting the timing of currency movements can be challenging

Because currency may move in waves, trending one way or another, it can
significantly impact your investment decisions in the long run. Predicting which way
it will go, especially in the short term, can be challenging.

2. Foreign currency adds volatility and can be expensive

A portfolio’s average annual returns are not the full story; they are a part of the story.
Here’s an example for you to comprehend it better.

Investors John and Sarah both invest $100,000 in the stock market. John chooses a
portfolio with high volatility, while Sarah opts' for a more stable, low-volatility

portfolio. Over the next few years, both portfolios experience average annual

John's and Sarah's Portfolio

w= John's Porifolio (in §) « Sarah's Portfolio (in §)
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1 OPT : is a term for determine, resolve, settle, select
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returns of 8%. However, due to the volatile nature of John's portfolio, its value
fluctuates significantly each year. In contrast, Sarah'’s portfolio maintains a steadier
growth trajectory. After five years, John’s portfolio is worth $155,000, while Sarah’s
portfolio has grown to $146,000. Despite the same average returns, the impact of
volatility is evident in the final portfolio values.

Over the years, while exchange rates fluctuate annually, their impact on investment
returns tends to lessen. Long-term investment horizons allow short-term currency
movements to smooth out, enabling underlying fundamentals to play a more
substantial role in returns. This underscores the value of patience and strategic
planning in managing currency dynamics within investment portfolios.

Here are 5 effective business strategies for hedging foreign currency risk:

Opt for a forward contract

Opt for a future contract

Opt for currency swap hedging

Use a currency option

Invest in Hedged Foreign Bond Funds (ETFs and Mutual Funds)

oA wN

Opt for a forward contract

You can effectively reduce the effect of foreign exchange risk (FX risk) through the
use of forward contracts. This currency hedging strategy involves purchasing a
specified foreign currency at a set or pre-agreed exchange rate on a future date.

By picking this option, you can secure the current exchange rate and safeguard
yourself against losses if the value of the foreign currency decreases. Businesses like
yours need to keep in mind, however, that if the value of the foreign currency rises,
a forward contract could result in a loss.

Example of a forward contract

For example, you can use a forward contract if you're based in Europe but conduct
business in the US. This currency hedging example will only come into play if the
value of the US dollar drops relative to the Euro (not the other way around).
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Opt for a future contract

A future contract is very similar to a forward contract. These two currency hedging
methods include buying or selling currency at a specified price and date to hedge
foreign currency exposure.

Forward contracts are private, customizable, and traded directly between two
parties, while futures contracts are standardized and traded on exchanges. The
future contracts, however, follow complionce and are usually updated with
regulatory norms. This makes it less risky for the counterparty. Hence, it is safer to
hedge against foreign currency volatility via this option.

Example of a future contract

For example, a maize farmer expects to harvest 5000 bushels in three months. To
lock in a price, they enter a future contract to sell 5000 bushels at $5/bushel.
Regardless of market fluctuations, they’re guaranteed this price at harvest,
shielding them from potential losses due to price drops.

Opt for currency swap hedging

Currency swap hedging is an effective risk management technique that includes exchanging interest
payments and principal amounts in two different currencies. The major benefit of this currency
hedging method is that swaps are often used to hedge against exchange rate volatility and to borrow
at a lower interest rate in a foreign fund currency.

Use a currency option

Currency options are the most common type of currency hedging that helps individuals, businesses,
and financial institutions protect themselves against foreign exchange risk. This gives the buyer the
right (but not the responsibility) to buy or sell a specific currency at a pre-decided exchange rate on or
before a set date. This is followed by a premium paid to the seller.

Invest in hedged foreign fund bonds

Ever wondered what it would be like to put your money into currency-hedged Exchange Traded Funds
(ETFs) and mutual funds and also practice hedging currency exposure? All this, regardless of the market
conditions, — best, right?

As a smart investor, you should try to reduce your portfolio volatility and hedge foreign currency
exposure by investing in reliable foreign bonds.

For example, in a report by Kenneth A. Orchard, Head of International Fixed Income at T. Rowe Price,
an investor who is looking at an emerging market local currency bond with a much higher yield and
greater volatility than U.S. Treasuries, seeks to buy 100,000 South African bonds maturing on March
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31,2032, yielding 10.79% for 85.35, would need ZAR 85,346 or USD 5,009. Assuming the investor wants
to hedge all the bond exposure back to U.S. dollars, they will be able to sell the South African rand
forward 12 months at an implied yield of 7.83% and effectively receive USD SOFR of 4.87% for a net
cost of hedging of 2.96%.

Given that the yield the investor receives from owning the bond is 10.79%, the effective hedged yield
is 7.83% (10.79% less 2.96%). Equivalent U.S. Treasury bonds maturing in December 2032 were yielding
3.87% on December 31, 2022. In this case, the hedged bond yields less than the unhedged bond but
has much less volatility and is still greater than the U.S. Treasury bond.

Why is Currency Hedging Important?

Currency hedging strategies are a great idea if you deal with businesses internationally. Currency
hedging lowers your chances of risk exposure and makes it easier for you to conduct business and
invest across borders. It is crucial to choose the right hedging strategy at the right time to see results.

However, this isn’t always a cakewalk, as foreign fund hedging can be risky. This is because it is difficult
to predict currency movements and can prove detrimental to your business/investments. In a nutshell,
currency hedging costs can be huge, and the process is often lengthy and complicated.

10 Currency Hedging Strategies to Lower Risk

Before investing in a mutual fund with foreign currency exposure, investors should consider their
appetite for currency risk. It may be suitable for some investors to remain unhedged, while it may not
be suitable for others. Here are some general guidelines for hedging currency risk:

General Hedging Guidelines

Understand your risks by now the nature and extent of your exposure to currency fluctuations.

Set clear objectives and define your currency hedging goals and risk tolerance before
implementing strategies.

Evaluate the financial impact of FX movements on your investments to quantify risk exposure.

Select appropriate instruments by picking a hedging strategy aligned with your risk profile and
objectives.

Diversify hedging strategies by using a mix of techniques to hedge against various types of
currency risk.

Continuously assess and adjust your hedging positions as market conditions evolve.

Stay updated on global economic trends and geopolitical developments affecting currency
markets.

Adapt your hedging strategies to changing circumstances and market dynamics.

Maintain clear records and communicate your currency hedging decisions and rationale to
stakeholders.

Seek professional advice and consult financial experts for guidance on currency hedging
strategies.
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FAQsS

1) What are the factors to consider before hedging currency?

Before hedging currency, you need to evaluate exposure levels, risk tolerance, and
market trends. Consider hedging costs, available instruments, and time horizons.

Assess counterparty risk, regulatory compliance, and accounting implications and
align strategies with business goals and evolving risk profiles.

2) What is the purpose of hedging a currency transaction?

The purpose of hedging a foreign currency transaction is to eliminate the risk of adverse
exchange rate fluctuations, preserving the value of assets, liabilities, revenues, or
expenses denominated in foreign currencies. It aims to stabilize cash flows and protect
against potential financial losses.

3) How do currency hedged funds work?

Currency-hedged funds use financial derivatives to offset the impact of currency
fluctuations globally. By using hedging methods like forward contracts or currency
swaps, these funds aim to eliminate or reduce the currency risk associated with holding
foreign assets, thus providing more stable returns.

14| Page



