CURRENCY EXCHANGE RATES MANAGEMENT FRONTIER

NAVIGATING THE CURRENCY EXCHANGE RATES MANAGEMENT FRONTIER: STRATEGIES FOR GLOBAL SUCCESS

CURRENCY EXCHANGE RATES MANAGEMENT FRONTIER PRESENTS A COMPLEX YET CRITICAL LANDSCAPE FOR BUSINESSES OPERATING
INTERNATIONALLY. FLUCTUATIONS IN CURRENCY VALUES CAN DRAMATICALLY IMPACT PROFITABILITY, MARKET
COMPETITIVENESS, AND STRATEGIC PLANNING. (UNDERSTANDING AND EFFECTIVELY MANAGING THESE DYNAMICS IS NO LONGER A
PERIPHERAL CONCERN BUT A CORE COMPETENCY FOR ACHIEVING SUSTAINABLE GLOBAL GROWTH. THIS ARTICLE DELVES INTO THE
MULTIFACETED WORLD OF CURRENCY EXCHANGE RATES MANAGEMENT, EXPLORING THE LATEST STRATEGIES, TECHNOLOGICAL
ADVANCEMENTS, AND FORW ARD~THINKING APPROACHES THAT DEFINE THE CURRENT FRONTIER. WE WILL EXAMINE THE
FUNDAMENTAL DRIVERS OF CURRENCY VOLATILITY, THE SOPHISTICATED TOOLS AVAILABLE FOR MITIGATION, AND THE
STRATEGIC IMPERATIVE OF INTEGRATING CURRENCY RISK MANAGEMENT INTO A COMPANY'S OVERALL FINANCIAL ARCHITECTURE.
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UNDERSTANDING THE DRIVERS OF CURRENCY EXCHANGE RATE VOLATILITY

THE MOVEMENT OF CURRENCY EXCHANGE RATES IS AKIN TO THE EBB AND FLOW OF A VAST, INTERCONNECTED OCEAN, INFLUENCED
BY A MULTITUDE OF POWERFUL CURRENTS. THESE DRIVERS ARE NOT STATIC, THEY CONSTANTLY SHIFT, CREATING AN
UNPREDICTABLE ENVIRONMENT THAT DEMANDS CONSTANT VIGILANCE. FOR BUSINESSES, GRASPING THESE UNDERLYING FORCES IS
THE FIRST CRUCIAL STEP IN FORMULATING AN EFFECTIVE CURRENCY MANAGEMENT STRATEGY. IT’S ABOUT MORE THAN JUST

W ATCHING THE TICKER, IT’S ABOUT UNDERSTANDING THE ECONOMIC AND POLITICAL WINDS THAT SHAPE THESE VALUATIONS.

MACROECONOMIC FUNDAMENTALS

AT THE HEART OF CURRENCY FLUCTUATIONS LIE FUNDAMENT AL MACROECONOMIC INDICATORS. INTEREST RATES, INFLATION,
ECONOMIC GROWTH (GDP)/ AND EMPLOYMENT FIGURES ARE PRIMARY DETERMINANTS. W/HEN A COUNTRY’S CENTRAL BANK RAISES
INTEREST RATES, IT GENERALLY MAKES THAT NATION’S CURRENCY MORE ATTRACTIVE TO FOREIGN INVESTORS SEEKING HIGHER
YIELDS, THUS INCREASING DEMAND AND POTENTIALLY STRENGTHENING THE CURRENCY. CONVERSELY, HIGH INFLATION CAN ERODE
PURCHASING POWER AND LEAD TO CURRENCY DEPRECIATION. SIMILARLY, ROBUST ECONOMIC GROWTH SIGNALS A HEALTHY
ECONOMY, OFTEN ATTRACTING FOREIGN INVESTMENT AND BOLSTERING THE CURRENCY. UNDERSTANDING THESE RELATIONSHIPS,
AND HOW THEY INTERACT, IS KEY TO ANTICIPATING POTENTIAL MOVEMENTS.

GEOPOLITICAL EVENTS AND POLITICAL STABILITY

THE GLOBAL STAGE IS RARELY A PICTURE OF PERFECT CALM, AND GEOPOLITICAL EVENTS CAST LONG SHADOWS OVER CURRENCY
MARKETS. ELECTIONS, TRADE DISPUTES, INTERNATIONAL CONFLICTS, AND SHIFTS IN POLITICAL IDEOLOGY CAN TRIGGER
SIGNIFICANT CURRENCY VOLATILITY. A SUDDEN CHANGE IN GOVERNMENT POLICY OR AN UNEXPECTED GEOPOLITICAL CRISIS CAN
LEAD TO CAPITAL FLIGHT AND A SHARP DEPRECIATION OF A NATION'S CURRENCY AS INVESTORS SEEK SAFER HAVENS.
BUSINESSES MUST THEREFORE MONITOR NOT ONLY ECONOMIC DATA BUT ALSO THE BROADER POLITICAL LANDSCAPE FOR
POTENTIAL DISRUPTIONS. THE INTERCONNECTEDNESS OF THE MODERN WORLD MEANS THAT EVENTS IN ONE REGION CAN HAVE
RIPPLE EFFECTS FAR BEYOND ITS BORDERS.



MARKET SENTIMENT AND SPECULATION

BEYOND QUANTIFIABLE ECONOMIC DATA, MARKET SENTIMENT AND SPECULATIVE TRADING PLAY A SIGNIFICANT ROLE.
PSYCHOLOGY AND PERCEPTION CAN DRIVE CURRENCY MOVEMENTS, SOMETIMES INDEPENDENTLY OF UNDERLYING FUNDAMENTALS. IF
TRADERS COLLECTIVELY BELIEVE A CURRENCY WILL WEAKEN, THEY MAY SELL IT, THEREBY CAUSING IT TO WEAKEN — A SELF-
FULFILLING PROPHECY. THIS SPECULATIVE ELEMENT ADDS ANOTHER LAYER OF COMPLEXITY TO CURRENCY EXCHANGE RATES
MANAGEMENT. |T’S A REMINDER THAT MARKETS ARE NOT PURELY RATIONAL ENTITIES, THEY ARE ALSO INFLUENCED BY HUMAN
BEHAVIOR AND COLLECTIVE ANTICIPATION, MAKING THEM DYNAMIC AND SOMETIMES DIFFICULT TO PREDICT WITH ABSOLUTE
CERTAINTY.

Core STRATEGIES FOR CURRENCY EXCHANGE RATES MANAGEMENT

ONCE THE DRIVERS OF VOLATILITY ARE UNDERSTOOD, BUSINESSES CAN IMPLEMENT A RANGE OF STRATEGIES TO MITIGATE THEIR
EXPOSURE TO ADVERSE CURRENCY MOVEMENTS. THESE STRATEGIES CAN BE BROADLY CATEGORIZED INTO HEDGING TECHNIQUES
AND OPERATIONAL ADJUSTMENTS, EACH OFFERING A UNIQUE APPROACH TO NAVIGATING THE CURRENCY EXCHANGE RATES
MANAGEMENT FRONTIER.

FINANCIAL HEDGING INSTRUMENTS

FINANCIAL HEDGING INVOLVES USING DERIVATIVE INSTRUMENTS TO LOCK IN EXCHANGE RATES FOR FUTURE TRANSACTIONS.
THESE TOOLS PROVIDE A DEGREE OF CERTAINTY IN AN UNCERTAIN ENVIRONMENT, ALLOWING BUSINESSES TO BUDGET AND PLAN
WITH GREATER CONFIDENCE. COMMON HEDGING INSTRUMENTS INCLUDE:

* ForwARD CONTRACTS: AN AGREEMENT TO BUY OR SELL A SPECIFIC AMOUNT OF CURRENCY AT A PREDETERMINED RATE
ON A FUTURE DATE. THIS IS ONE OF THE MOST STRAIGHTFORWARD AND WIDELY USED HEDGING TOOLS.

o CURRENCY OPTIONS: THESE GIVE THE HOLDER THE RIGHT, BUT NOT THE OBLIGATION, TO BUY OR SELL A CURRENCY AT A
SPECIFIED RATE BEFORE A CERTAIN EXPIRATION DATE. OPTIONS OFFER FLEXIBILITY, ALLOWING BUSINESSES TO BENEFIT
FROM FAVORABLE MOVEMENTS WHILE PROTECTING AGAINST ADVERSE ONES.

o CURRENCY FUTURES: SIMILAR TO FORWARDS BUT STANDARDIZED AND TRADED ON AN EXCHANGE, FUTURES CONTRACTS
OFFER LIQUIDITY AND TRANSPARENCY.

o CURRENCY SWAPS: AN AGREEMENT TO EXCHANGE PRINCIPAL AND/OR INTEREST PAYMENTS IN ONE CURRENCY FOR
EQUIVALENT PAYMENTS IN ANOTHER CURRENCY. THESE ARE OFTEN USED FOR LONGER-TERM EXPOSURES.

THE SELECTION OF THE APPROPRIATE HEDGING INSTRUMENT DEPENDS ON THE BUSINESS'S RISK APPETITE, THE NATURE OF ITS
EXPOSURES, AND THE COST-BENEFIT ANALYSIS OF EACH OPTION. IT'S A BALANCING ACT, SEEKING TO MINIMIZE DOWNSIDE RISK
WITHOUT UNDULY SACRIFICING POTENTIAL UPSIDE GAINS.

OPERATIONAL HeDGING AND NATURAL HEDGING

BEYOND FINANCIAL INSTRUMENTS, BUSINESSES CAN EMPLOY OPERATIONAL STRATEGIES TO NATURALLY REDUCE THEIR CURRENCY
EXPOSURE. THIS IS OFTEN REFERRED TO AS NATURAL HEDGING. ONE PROMINENT EXAMPLE IS MATCHING REVENUES AND EXPENSES IN
THE SAME CURRENCY. [F A COMPANY HAS SIGNIFICANT SALES IN EUROS, IT MIGHT AIM TO INCUR A CORRESPONDING AMOUNT OF
COSTS OR DEBT IN EUROS. THIS WAY, ANY DEPRECIATION OR APPRECIATION OF THE EURO AGAINST THE HOME CURRENCY
WOULD BE OFFSET BY SIMILAR MOVEMENTS IN ITS EXPENSES OR LIABILITIES, THEREBY REDUCING THE NET IMPACT.



ANOTHER OPERATIONAL STRATEGY INVOLVES INVOICING CUSTOMERS IN THE COMPANY'S HOME CURRENCY WHENEVER POSSIBLE.
W/HILE THIS SHIFTS THE EXCHANGE RATE RISK TO THE CUSTOMER, IT'S NOT ALWAYS FEASIBLE, PARTICULARLY IN HIGHLY
COMPETITIVE MARKETS. DIVERSIFYING MANUFACTURING AND SOURCING ACROSS DIFFERENT COUNTRIES CAN ALSO SERVE AS A
FORM OF NATURAL HEDGING, SPREADING OPERATIONAL COSTS AND REVENUES ACROSS MULTIPLE CURRENCY ZONES. THESE
OPERATIONAL ADJUSTMENTS ARE OFTEN MORE COST-EFFECTIVE IN THE LONG RUN THAN RELYING SOLELY ON FINANCIAL
INSTRUMENTS, ALTHOUGH THEY MAY REQUIRE SIGNIFICANT STRUCTURAL CHANGES TO THE BUSINESS.

THE RoLE oF TECHNOLOGY IN MoDERN CURRENCY MANAGEMENT

THE CURRENCY EXCHANGE RATES MANAGEMENT FRONTIER IS INCREASINGLY BEING SHAPED BY TECHNOLOGICAL ADVANCEMENTS.
(GONE ARE THE DAYS OF MANUAL TRACKING AND RUDIMENTARY SPREADSHEETS. MODERN BUSINESSES LEVERAGE SOPHISTICATED
SOFTWARE AND PLATFORMS TO GAIN REAL-TIME INSIGHTS, AUTOMATE PROCESSES, AND MAKE MORE INFORMED DECISIONS.

TREASURY MANAGEMENT SysTems (TMS)

TREASURY MANAGEMENT SYSTEMS (TMS) ARE AT THE FOREFRONT OF TECHNOLOGICAL SOLUTIONS FOR CURRENCY
MANAGEMENT. THESE INTEGRATED PLATFORMS PROVIDE A CENTRALIZED HUB FOR MANAGING FINANCIAL EXPOSURES, EXECUTING
TRADES, AND MONITORING MARKET DATA. A ROBUST TMS CAN:

e AGGREGATE REAL-TIME EXCHANGE RATE DATA FROM MULTIPLE SOURCES.

e AUTOMATE THE IDENTIFICATION AND QUANTIFICATION OF CURRENCY EXPOSURES.

FACILITATE THE EXECUTION AND RECONCILIATION OF HEDGING TRANSACTIONS.

® PROVIDE COMPREHENSIVE REPORTING AND ANALYTICS FOR PERFORMANCE EVALUATION.

OFFER SCENARIO ANALYSIS AND STRESS TESTING CAPABILITIES.

THE ABILITY TO HAVE A SINGLE SOURCE OF TRUTH FOR ALL TREASURY OPERATIONS STREAMLINES \WORKFLOWS, REDUCES THE
RISK OF HUMAN ERROR, AND ALLOWS TREASURY TEAMS TO FOCUS ON STRATEGIC DECISION-MAKING RATHER THAN
ADMINISTRATIVE TASKS. |T BRINGS A NEW LEVEL OF EFFICIENCY AND CONTROL TO THE CURRENCY MANAGEMENT PROCESS.

DATA ANALYTICS AND ARTIFICIAL INTELLIGENCE

THE VOLUME OF FINANCIAL DATA AVAILABLE TODAY IS IMMENSE. ADVANCED DATA ANALYTICS AND ARTIFICIAL INTELLIGENCE
(AD ARE TRANSFORMING HOW BUSINESSES INTERPRET THIS DATA FOR CURRENCY EXCHANGE RATES MANAGEMENT. Al-POWERED
TOOLS CAN ANALYZE VAST DATASETS, IDENTIFY SUBTLE PATTERNS, AND GENERATE PREDICTIVE INSIGHTS THAT MIGHT BE MISSED
BY HUMAN ANALYSTS. MACHINE LEARNING ALGORITHMS CAN BE TRAINED ON HISTORICAL MARKET DATA TO FORECAST CURRENCY
MOVEMENTS WITH A DEGREE OF PROBABILITY. W/HILE NO SYSTEM CAN PREDICT THE FUTURE WITH CERTAINTY, THESE
TECHNOLOGIES OFFER A SIGNIFICANT ADVANTAGE IN UNDERSTANDING POTENTIAL TRENDS AND MAKING MORE PROACTIVE HEDGING
DECISIONS.

FURTHERMORE, Al CAN ENHANCE RISK MODELING BY IDENTIFYING CORRELATIONS BETWEEN DIFFERENT MARKET FACTORS AND
CURRENCY MOVEMENTS. THIS ALLOWS FOR MORE NUANCED AND DYNAMIC RISK ASSESSMENTS. THE INTEGRATION OF THESE
TECHNOLOGIES MARKS A SIGNIFICANT EVOLUTION IN THE CURRENCY EXCHANGE RATES MANAGEMENT FRONTIER, MOVING TOW ARDS
MORE PREDICTIVE AND DATA-DRIVEN APPROACHES.



ADVANCED TECHNIQUES AND THE FUTURE oF CURRENCY EXCHANGE RATES
MANAGEMENT FRONTIER

AS BUSINESSES GROW AND GLOBAL MARKETS BECOME MORE COMPLEX, SO TOO MUST THEIR APPROACHES TO CURRENCY
MANAGEMENT. THE FRONTIER OF CURRENCY EXCHANGE RATES MANAGEMENT IS CONSTANTLY BEING PUSHED BY INNOVATION AND A
DEEPER UNDERSTANDING OF INTERCONNECTED GLOBAL FINANCE.

DyYNAMIC HEDGING STRATEGIES

TRADITIONAL HEDGING OFTEN INVOLVES SETTING STATIC POSITIONS. HO\X/EVER/ DYNAMIC HEDGING STRATEGIES INVOLVE
ACTIVELY ADJUSTING HEDGE RATIOS AND INSTRUMENTS IN RESPONSE TO CHANGING MARKET CONDITIONS AND EVOLVING BUSINESS
NEEDS. THIS APPROACH ACKNOWLEDGES THAT CURRENCY MARKETS ARE NOT STATIC AND THAT A ONE-SIZE-FITS-ALL HEDGING
PLAN MAY NOT BE OPTIMAL. DYNAMIC HEDGING REQUIRES SOPHISTICATED SYSTEMS FOR REAL-TIME MONITORING AND A SKILLED
TREASURY TEAM CAPABLE OF MAKING QUICK, INFORMED DECISIONS. [T’S ABOUT AGILITY AND RESPONSIVENESS, ADAPTING THE
HEDGE TO THE PREVAILING WINDS.

INTEGRATED RISk MANAGEMENT FRAMEWORKS

THE FUTURE OF CURRENCY MANAGEMENT LIES IN ITS INTEGRATION INTO A BROADER ENTERPRISE-WIDE RISK MANAGEMENT
FRAMEWORK. CURRENCY RISK IS NOT AN ISOLATED ISSUE; IT INTERSECTS WITH CREDIT RISK, OPERATIONAL RISK, AND STRATEGIC
RISK. BY VIEWING CURRENCY EXPOSURE THROUGH THIS INTEGRATED LENS, BUSINESSES CAN DEVELOP MORE HOLISTIC STRATEGIES
THAT ALIGN WITH THEIR OVERALL BUSINESS OBJECTIVES. THIS INVOLVES CROSS-FUNCTIONAL COLLABORATION BETWEEN
TREASURY, FINANCE, SALES, AND OPERATIONS TO ENSURE THAT CURRENCY CONSIDERATIONS ARE EMBEDDED IN ALL MAJOR
BUSINESS DECISIONS, FROM PRICING STRATEGIES TO MARKET ENTRY PLANS.

THIS HOLISTIC APPROACH MOVES BEYOND SIMPLY HEDGING TRANSACTIONS TO STRATEGICALLY MANAGING THE IMPACT OF
CURRENCY ON THE ENTIRE VALUE CHAIN. IT'S ABOUT BUILDING RESILIENCE ACROSS THE ORGANIZATION, NOT JUST WITHIN THE
TREASURY DEPARTMENT. THE GOAL IS TO LEVERAGE CURRENCY FLUCTUATIONS TO THE COMPANY'S ADVANTAGE WHERE
POSSIBLE, WHILE RIGOROUSLY PROTECTING AGAINST DOWNSIDE RISKS.

BUILDING A RESILIENT CURRENCY MANAGEMENT FRAMEWORK

ESTABLISHING A TRULY RESILIENT CURRENCY MANAGEMENT FRAMEWORK IS AN ONGOING JOURNEY, NOT A DESTINATION. IT
REQUIRES A COMBINATION OF ROBUST PROCESSES, APPROPRIATE TECHNOLOGY, SKILLED PERSONNEL, AND A PROACTIVE
ORGANIZATIONAL CULTURE. FOR ANY BUSINESS SEEKING TO THRIVE IN THE INTERNATIONAL ARENA, MASTERING THE CURRENCY
EXCHANGE RATES MANAGEMENT FRONTIER IS AN IMPERATIVE.

EsTABLISHING CLEAR POLICIES AND PROCEDURES

AT THE FOUNDATION OF ANY EFFECTIVE CURRENCY MANAGEMENT SYSTEM ARE CLEARLY DEFINED POLICIES AND PROCEDURES.
THESE DOCUMENTS SHOULD OUTLINE THE COMPANY'S RISK APPETITE, THE TYPES OF EXPOSURES TO BE HEDGED, THE APPROVED
HEDGING INSTRUMENTS, THE AUTHORIZATION LEVELS FOR TRANSACTIONS, AND THE REPORTING REQUIREMENTS. A WELL-
DOCUMENTED POLICY ENSURES CONSISTENCY, ACCOUNTABILITY, AND COMPLIANCE. |T PROVIDES A ROADMAP FOR THE TREASURY
TEAM AND A BENCHMARK FOR EVALUATING PERFORMANCE. W ITHOUT THIS CLARITY, DECISION"MAKING CAN BECOME AD HOC AND
PRONE TO ERROR.



INVESTING IN T ALENT AND TRAINING

W/HILE TECHNOLOGY PROVIDES POWERFUL TOOLS, HUMAN EXPERTISE REMAINS INDISPENSABLE. A SKILLED TREASURY TEAM IS
CRUCIAL FOR INTERPRETING MARKET SIGNALS, SELECTING THE RIGHT HEDGING STRATEGIES, AND MANAGING COMPLEX FINANCIAL
INSTRUMENTS. INVESTING IN ONGOING TRAINING AND PROFESSIONAL DEVELOPMENT FOR TREASURY PERSONNEL IS ESSENTIAL TO
KEEP PACE WITH THE EVOLVING LANDSCAPE OF CURRENCY EXCHANGE RATES MANAGEMENT. THIS INCLUDES NOT ONLY TECHNICAL
SKILLS BUT ALSO STRATEGIC THINKING AND AN UNDERSTANDING OF GLOBAL ECONOMIC TRENDS. T HE HUMAN ELEMENT BRINGS THE
CRITICAL JUDGMENT AND FORESIGHT THAT EVEN THE MOST ADVANCED Al CANNOT FULLY REPLICATE.

ULTIMATELY, BUILDING A RESILIENT CURRENCY MANAGEMENT FRAMEWORK IS ABOUT FOSTERING A CULTURE OF AW ARENESS AND
PROACTIVITY. IT'S ABOUT RECOGNIZING THAT CURRENCY RISK IS AN INHERENT PART OF INTERNATIONAL BUSINESS AND EMBRACING
THE TOOLS AND STRATEGIES NECESSARY TO MANAGE IT EFFECTIVELY. BY STAYING INFORMED, LEVERAGING TECHNOLOGY, AND
ADOPTING STRATEGIC APPROACHES, BUSINESSES CAN NAVIGATE THE COMPLEXITIES OF THE CURRENCY EXCHANGE RATES
MANAGEMENT FRONTIER WITH CONFIDENCE AND SECURE THEIR PATH TO GLOBAL SUCCESS.

Q: WHAT IS THE PRIMARY CHALLENGE IN CURRENCY EXCHANGE RATES MANAGEMENT FOR
BUSINESSES TODAY?

A: THE PRIMARY CHALLENGE IS THE INCREASING VOLATILITY AND UNPREDICTABILITY OF GLOBAL CURRENCY MARKETS, DRIVEN BY
A COMPLEX INTERPLAY OF MACROECONOMIC FACTORS, GEOPOLITICAL EVENTS, AND SPECULATIVE TRADING, WHICH CAN
SIGNIFICANTLY IMPACT PROFITABILITY AND STRATEGIC PLANNING.

Q: How DOES TECHNOLOGY, SPECIFICALLY Al, HELP IN MANAGING CURRENCY EXCHANGE
RATES?

A: Al AND ADVANCED DATA ANALYTICS CAN PROCESS VAST AMOUNTS OF FINANCIAL DATA TO IDENTIFY PATTERNS, GENERATE
PREDICTIVE INSIGHTS, AND AUTOMATE EXPOSURE CALCULATIONS, LEADING TO MORE INFORMED AND PROACTIVE HEDGING
DECISIONS AND RISK MODELING.

Q: WHAT IS “NATURAL HEDGING” AND WHY IS IT IMPORTANT IN CURRENCY
MANAGEMENT?

A: NATURAL HEDGING INVOLVES ALIGNING REVENUES AND EXPENSES IN THE SAME CURRENCY OR DIVERSIFYING OPERATIONS
ACROSS DIFFERENT CURRENCY ZONES TO ORGANICALLY REDUCE EXPOSURE. |T'S IMPORTANT BECAUSE IT CAN BE A COST-
EFFECTIVE, LONG-TERM STRATEGY THAT COMPLEMENTS FINANCIAL HEDGING INSTRUMENTS.

Q: ARE FORWARD CONTRACTS STILL A RELEVANT TOOL FOR CURRENCY EXCHANGE
RATES MANAGEMENT?

A: YES/ FORWARD CONTRACTS REMAIN A FUNDAMENTAL AND WIDELY USED TOOL FOR LOCKING IN EXCHANGE RATES FOR FUTURE
TRANSACTIONS, OFFERING A STRAIGHTFORWARD WAY TO MANAGE PREDICTABLE CURRENCY EXPOSURES.

Q: \WHAT IS THE DIFFERENCE BETWEEN DYNAMIC AND STATIC HEDGING STRATEGIES?

A: STATIC HEDGING INVOLVES SETTING FIXED HEDGE RATIOS, WHILE DYNAMIC HEDGING REQUIRES ACTIVELY ADJUSTING HEDGE
POSITIONS AND INSTRUMENTS IN RESPONSE TO CHANGING MARKET CONDITIONS AND EVOLVING BUSINESS EXPOSURES.



QZ How CAN BUSINESSES PROACTIVELY PREPARE FOR UNEXPECTED CURRENCY SHOCKS?

A: BUSINESSES CAN PREPARE BY BUILDING INTEGRATED RISK MANAGEMENT FRAMEWORKS, REGULARLY STRESS-TESTING THEIR
HEDGING STRATEGIES, MAINTAINING STRONG LIQUIDITY BUFFERS, AND FOSTERING A CULTURE OF CONSTANT MARKET MONITORING
AND ADAPTABILITY.

QZ \WHAT ROLE DO GEOPOLITICAL EVENTS PLAY IN CURRENCY EXCHANGE RATES?

A: GEOPOLITICAL EVENTS, SUCH AS ELECTIONS, TRADE WARS, OR INTERNATIONAL CONFLICTS, CAN TRIGGER SIGNIFICANT
CAPITAL FLIGHT AND CURRENCY DEPRECIATION AS INVESTORS SEEK SAFER HAVENS, MAKING THEM A CRITICAL FACTOR TO
MONITOR IN CURRENCY MANAGEMENT.

Q: Is IT ALWAYS PossIBLE TO HEDGE 1009% OF CURRENCY EXPOSURE?

A: NO, IT IS OFTEN NOT PRACTICAL OR COST-EFFECTIVE TO HEDGE ]OOO/O OF CURRENCY EXPOSURE. BUSINESSES TYPICALLY
AIM TO HEDGE A SIGNIFICANT PORTION OF THEIR KNOWN EXPOSURES, BALANCING RISK MITIGATION WITH POTENTIAL UPSIDE AND
THE COST OF HEDGING.
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