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inTepHeT - KoH(pepenmii (20 6epesns 2018 poky). - Kpuswuit Pir: JJonHYET imeni
Muxaiina Tyran-bapanoscekoro, 2018. - 636 c.

3rinHo nucta MiHicTtepcTBa ocBiTH 1 Hayku Ykpainu Big 03.10.2017p. Ne 1/9-
536 «IIpo dhopmyBanns Ilepeniky mpoBeneHHS HaAyKOBUX KOH(epeHIid 3 mpobieM
BUIIO1 OCBITH 1 Hayku y 2018 potii» KoH(DEpEeHIiI0 BKIIOUEHO 10 MEPENiKy HayKOBHX
KoH(epeHIiit 3 mpobieM BUILOI OcBiTH 1 Hayku y 2018 pori.

VY 30ipHuKy MmarepianiB BceykpaiHChKOi HayKOBO-TIPAaKTHYHOI IHTEpHET - KOH(epeHIil
PO3KPHUBAIOTHCS TEOPETHKO-METOJIOJIOTIYHI Ta TMPaKTHYHI 3acajd MOJEpHizamii (¢iHaHCOBO-
KPEIUTHOI CUCTEMH KpaiHU B yMOBax riio0aizarii.

JocnimkeHHs: aBTOPIB COPSIMOBAHO Ha 3’SICYBaHHS PO3BUTKY CTPaxOBOI'O PUHKY, (iHAHCIB
MIIIPUEMCTB  Ta  (PIHAHCOBOTO MEHEDKMEHTY, TpoOiieM pedopmMyBaHHS OIOKETYy Ta
MDKOIOPKETHUX BIIHOCHH B YKpaiHi, IHHOBAIIIIHO - IHBECTULIIHHOTO PO3BUTKY KpaiHH, cTadimizalii
(iHAHCOBO-KPEIUTHHUX BIJIHOCHH Ta MOJATKOBOI CHCTeMH, MPOOIeM yJOCKOHaJIeHHsS (DiHaHCOBUX
BIIHOCHH B TEpiOJ COLIANbHO-TIONITUYHUX TOTPSCIHb, aKTyaJlbHUM HpoblieMaM Cy4acHOTO
OaHKIBHMIITBA Ta YJOCKOHAJICHHS MEXaHI3MIB YIPaBIiHHS KPEIUTHUMH PHU3UKaMHU CyO’€KTiB
rOCMO/IapIOBaHHs B yMOBax KpH3W, PO3BUTKY (piHAHCOBOI Teopii Ta (PiHAHCOBOI €KOHOMETPHKH,
po3mmpeHHs GpiHAHCOBOT 1 BAJIFOTHOI iHTETparlii.

30ipHUK pO3paxOBaHO HAa HAYKOBUX MPAlliBHHUKIB, acCIHIpaHTIB 1 CTYAEHTIB, YCiX, XTO
LIKaBUTbCSI TpoOieMaMu PO3BUTKY (iHaHCIB, OaHKIBCHKOI CHpaBM Ta CTpaxyBaHHS B €IMOXY
riobamizaiii.

OpranizaTopu KoH(epeHIil Ta peJaKIiliHA KOJIeris:

Cadono H0.M. - akanemik AkageMii EKOHOMIYHUX HayK YKpaiHu, j.€.H., mpodecop, 3aCTyIHUK
nupektopa [HCTUTYTy MoepHizalii BUIO1 OcBITH MiHICTepCTBa OCBITH 1 HAYKH YKpaiHH;

KocoBa T.JI. — akagemix Axaaemii eKOHOMIYHHUX HayK YKpaiHu, 1.e.H., mpodecop, mpodecop
kadenpu (iHaHCIB Ta OaHKIBCHKOI cripaBu JOHEIBKOTO HAI[IOHAIIBHOTO YHIBEPCUTETY €KOHOMIKH 1
Toprisii iMmeHi Muxaiina Tyran-bapanoBcbkoro;,

Caobonsinrok H.O. - k.e.H., JOLEHT, 3aBinyBau kadeapu (iHaHCIB Ta OaHKIBCHKOI CIIpaBH
JIOHENbKOTO HAIllOHAJILHOTO YHIBEPCUTETY €KOHOMIKM 1 TopriBii iMeHi Muxaiina Tyran-
BapaHOBCHKOTO - KOOPIAMHATOP TPOEKTY;

HeizBecTHa O.B. - k.e.H., IOLIEHT, AOLEHT Kadenpu ¢iHaHCIB Ta OaHKIBCHKOI cripaBu JlOHEIIBKOTO
HaI[lOHAJILHOTO YHIBEPCUTETY €KOHOMIKH 1 Toprisii iMeHi Muxaiina Tyran-bapanoscbkoro;

T'ymisb FO.®. - K.e.H., JOLUEHT, JoueHT Kapenapu (iHaHCiB Ta OGaHKIBCHKOI crpaBu J[OHEBKOTO
HaI[lOHAJILHOTO YHIBEPCUTETY €KOHOMIKH 1 TopriBii iMeHi Muxaiina Tyran-bapanoscbkoro;
Onanbknii M.O. - k.e.H., gomneHT Kadeapu ¢QiHaHCiB Ta OaHKIBCbKOi cmpaBu JlOHEIBKOTO
HAI[lOHAJILHOTO YHIBEPCUTETY EKOHOMIKM 1 Topriii iMeHi Muxaiina Tyran-bapanoBcekoro,
BIJINIOBIJAJIbHUI CEKpETap OPTKOMITETY.

Mamepianu opykyromscs moeorw opueinany. Iloenaou, eucnoseneni 6 nyonikayiax, €
no3uyieto agmopis. Iloeny 8ionogioanbricms 3a 00CMOBIPHICMb MA AKICMb NOOAHO20
mamepiany Hecymb asmopu mes.
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APPROACH TO THE CHOICE OF CURRENCY RISK MANAGEMENT
STRATEGY

Controlling exchange rates, currency operations, currency risk is very
important for the countries in order to develop. Exchange rates powerfully affect
cross-border economic transactions. Trade, investment, finance, tourism, migration
are all profoundly influenced by international monetary policies. Many developing-
country governments have searched for alternatives to the uncertainty that can prevail
on international currency markets [1, p. 344].

Currency risk or foreign exchange risk is a type of financial risk. The need for
currency risk management is caused by, as financial literature calls it, companies’
foreign exchange exposure. Foreign exchange exposure is a measure of the potential
for a firm’s profitability, cash flow, and market value to change because of a change
in exchange rates [2, p. 197].

Assuming that the company is exposed to currency risk adds responsibility to
the financial manager. It requires him or her to measure this exposure, and maximize
the profitability, net cash flow and market value of the firm based on these measures.

Kirt C. Butler defines currency risk as the risk associated with the unexpected

changes in exchange rates and foreign exchange exposure as the extent to which
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unexpected changes in exchange rates affect the value of a firm’s assets or
liabilities [2, p. 44].

Currency risk is the risk that the value of financial instruments owned by the
bank will fluctuate due to changes in foreign exchange rates. The bank’s major
currency positions are in Ukrainian hryvnia, U.S. dollars and Euros. Bank’s
management sets limits on the level of exposure by currency and in total for both
overnight and intra-day positions, which are monitored daily [3, p. 63].

The currency risk might make or break profitable transactions since it can
cause the profit to be diminished if the exchange rate moves in the wrong direction.
Hedging the foreign exchange risk is part of the management policy in most
companies with activities abroad. There are direct and indirect currency risk occurs
[2, p. 362].

Currency risk arises through transaction exposure, economic exposure and
transaction exposure.

Transaction exposure measures the sensitivity (gains or losses) of realized
values, measured in domestic currency, of the firm’s transaction cash flows,
denominated in foreign currency, to unexpected changes in the exchange rate. More
specifically it is the change in the financial position of the firm, measured in home
currency per unit change in exchange rates [3, p. 192].

Transaction exposure could arise from the buying or selling of credit goods or
services with prices denominated in foreign currency, the borrowing or lending of
funds when repayment has to be made in foreign currency, taking part in a foreign
exchange forward contract, through the acquisition of assets or through incurring
liabilities denominated in foreign currency.

The economic exposure, also called the operating exposure, measures any
change in the present value of a company resulting from changes in future operating
cash flows caused by unexpected changes in currency exchange rates. The analysis of
economic exposure assesses the result of changing exchange rates on a company’s
own operations over coming months and years and on its competitive position in

comparison with other companies. By measuring the effects on future cash flows
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related to economic exposure, the goal is to identify strategic moves or operating
techniques that a company might wish to adopt in order to enhance its value in the
face of unexpected exchange rate changes [2, p. 301].

Exposure to currency risk is calculated by the sensitivities of the future home
currency value of the company’s assets and liabilities as well as the company’s
operating cash flows to random changes in exchange rates. Thus, the exposure is
measured by forecasting and analyzing all of the company’s future individual
transaction exposures together with the future exposures of all the company’s
competitors worldwide [2, p. 225].

There are two methods of the currency risk management:

— Internal currency risk management;

— External currency risk management.

Internal currency risk management strategies are a tool used when companies
wish to minimize the currency risk within the corporate group itself.

The internal hedging techniques use characteristics of the company’s trading
relationships without recourse to the external currency or money markets and
therefore are usually simple in concept and operation. There are four main types of
internal currency risk management strategies. They are:

- strategy of Netting. It is applies when the company and its foreign
subsidiaries net off intra-organizational currency flows at the end of each period,
leaving only the balance exposed to risk and hence in need of hedging;

- matching is a technique similar to netting, but involves third parties rather
than foreign subsidiaries. With this strategy, a company tries to match its currency
inflows by amount and timing with its expected outflows [2, p. 640];

- leading and lagging: to «lead» means to pay or collect early, whereas to
«lag» means to pay or collect late. [3, p. 205];

Choice of invoice currency by using the strategy of hedging through the
choice of invoice currency, a company can shift, share or diversify the exchange risk.
The exposure to currency risk may involve current business transactions, future

business transactions as well as financial statement translations.



What is exposed to
currency risk?

Do you believe in
the PPP theory?

=

-

Do you believe in
the IRPT?

no

no

But what about
long-term loans?

o1

term

Consider hedging
cash flows and
fixed interest loans
if they are short-

Hedge net worth

Hedge the net
currency position

Select suitable EXTERNAL
CURRENCY RISK
MANAGEMENT to cover

Select suitable INTERNAL
CURRENCY RISK
MANAGEMENT to cover
exposure

<4
<4

DESIGN
INFORMATION
SYSTEM TO
CONTROL
SHORT-TERM
CASH FLOWS

no

Decision: minimize
exposure

4

Decide on required
degree of exposure
in each currency

Do you believe that
future exchange
rates can be
forecast?

——

yes

Fig. 1. A logical scheme of devising currency risk management strategy




45

However, as there are factors or risk, so are there strategies for dealing with
them? For companies, there are a number of external methods to use for the currency
risk management, namely the use of financial derivatives. The name derivative arises
from the fact that the value of these instruments is derived from an underlying asset
like a stock or a currency.

Fig. 1 illustrates a more systematic approach of devising currency risk
management strategy. By using these instruments, it is possible to reduce the risks
associated with the management of corporate cash flow, a method known as hedging.

The basic strategy is to remove from consideration all items that are self-
hedging so far as exchange rate risk is concerned, and to concentrate attention on
those cash flows, assets and liabilities that are subject to exchange rate risk in the
short term.

Current conditions, both economic and political, in which Ukraine found itself
today, are quite complex and hence it is difficult to choose the applying of further
exchange rate regime that would meet current realities and contribute to the economic
growth of the economy. The exchange rate regime certainly affects all sectors of the
domestic economy, particularly affecting the interests of foreign economic activity
entities. The suggested approach to the choice of currency risk management strategy

will help bank’s management to make science based decisions.
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