
Currency Hedging 
helps to insure 
profits against 
currency fluctuation 
by locking in an 
exchange rate 
in advance.

The distributor makes 
regular purchases 
from the supplier. 
Negative shifts in 
the Renmimbi will 
increase its costs 
and lower profits.

The distributor pays 
for the goods in 
Chinese Renmimbi, 
but sets a price for 
the blenders in local 
currency for the 
year ahead. 

A homewares 
distributor sources 
electric food 
blenders from a 
supplier in China.

WHAT IS CURRENCY HEDGING?

HOW HEDGING CAN HELP STABILISE PROFITS

3 KEY TIPS FOR SUCCESSFUL HEDGING
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No strategy

 Volatile cash flows and profits

 Difficult to forecast profits

 Chase the FX market,  
worry about rates

Hedging strategy

 Predictable cash flows and profits

 Reliable profit forecasting

 Dictated by business strategy, 
not exchange rates

THE BENEFITS OF HEDGING 

Stable cash flows

Cost certainty

Protect profits

Reliable forcasting?

4 STEPS TO HEDGING
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Currency hedging does not have to be complicated. Work with a specialist to develop your 
strategy and remember to follow these 3 key tips:

 Let policy drive the hedging decision, not market rates

 Diversify your hedging product mix

 Stick to a budget rate – don’t try to “beat” the market
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HOW CURRENCY 
HEDGING CAN 
HELP PROTECT 
YOUR PROFITS 

moving money for better

RISK MANAGEMENT |  CASH MANAGEMENT
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Create a  
strategy

Choose the 
right tools 

and execute

Evaluate 
and adapt 

your strategy

Understand 
your foreign 
exposures


