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IDENTIFY ESTABLISH DESIGN

HEDGING PROGRAMMES

Static Hedging

Involves establishing fixed hedges that remain unchanged
over a specified period to mitigate risk.

If there is difficulty in passing on costs and a need for
stable pricing in your inventory, static hedging offers a
clear and predictable cost structure.

Often referred to as “set and forget” approach.

By locking in hedges, static strategies might miss out
on favourable market movements that could have been

beneficial if the position had been more flexible.
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FX Rate at Period Start

Quarter 1

FX Rate at Period Start

Quarter 2

FX Rate at Period Start

Quarter 3

Budget rate (Static Hedge Rate)

FX Rate at
Period Start

Quarter 4
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HEDGING PROGRAMMES

Rolling Hedging

adjusts positions over time to match changing market
conditions and exposure levels.

Enables periodic revisions to the hedge ratio. As your
exposure and market conditions shift, you can consistently
evaluate and adjust your hedge to stay in sync with the
changing landscape.

Managing multiple hedges over time can increase
administrative complexity, requiring ongoing monitoring
and adjustments.

Have a large exposure to currency volatility.
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Quarter 2

Quarter 3

Quarter 4
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HEDGING PROGRAMMES

Layered Hedging

smoothes out FX rate volatility, providing stability and
security of profit margins in any market environment.

Enhanced ability to protect margins from FX fluctuations
in any market environment.

High degree of flexibility with possibility to adjust cash
flows according to business needs.

Enhanced performance, as strategy can be implemented
with a mix of instruments to enable both upside
participation and capture forward points.
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Spot

Fixed Forward (Rolling Hedging)

Layered Hedging
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Capturing upside while
optimising forward points

Dynamic
Forwards

Window
Forwards

Fully protect the downside through
a guaranteed protection rate.

Allow to capture upside participation
up to the defined “Trigger Rate”.

Enable gradual restructuring in case
of favourable market movements,
which enhances the overall efficiency
of the strategy.

Allow to optimally profit from the
forward curve.

Create a buffer above the spot rate
based on forward points, thereby
improving the net result.

Offer a large degree of flexibility to draw
funds during the specified “window”
period at a fixed rate.
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Dynamic Forward Trigger Rate
(Upper Bound)

Window Forward Rate

Dynamic Forward Protection Rate
(Lower Bound)

Dynamic
Forward
Participation
Range
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A hedging process that is
robust should never be
influenced by any emotion

Trying to time the markets?
Inconsistent hedging behaviour?

SS‘ Currency Risk Playbook
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Hedging Behaviour: What do you notice¢ Forwards Spilt Transactions Example

W\\[w

Q119 Q219 Q319 Q419 Q120 Q220 Q320 Q420 Q121 Q221 Q321 Q421 Q122 Q322 Q4'22 Q123 Q223 Q323 Q4'23 Q224 Q324 Q424 Q125 Q225
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Forecasted Future
FX Need

Based on transactions of Playbook B.V. in the
period Q121-Q2'25, Spectrum estimates the
following future exposure:
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Expected FX Need

Q12

Q221

Q321

Q42

Q122

Q222

Q322

Q4'22

Q325

$3,300,000

Q123

Q223

Q323

Q4’25

$3,400,000

Q423

Q124

Q224

Q324

Q326

$3,900,000

Q4'24

Q125

Q225

Q325

Q326

$3,700,000

Q4'25

Q126

Q226
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Establish your Hedging Profile

What are your needs, objectives and risk tolerance?

>70%
hedged

Risk-averse

Hedged FX volume according to strategy/policy >$3,000,000
FX volume unhedged < $1.000,000
Predictability of cash flows Higher
Flexibility Moderate

‘S‘ Currency Risk Playbook

Risk-neutral

S2.000,000
S2.000,000
Moderate

Higher

50%
hedged

Risk-tolerant

< S$2.000,000
> S2.000,000
Low

High

<50%
hedged
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Laye re d H e d gl n g Layered Hedging smoothens market fluctuations, which gives time to adapt to

the changing environment. This could mean renegotiating contracts, streamlining

d e m O n St rates St ro n g res u Its processes, or even competing more effectively on price.
in managing FX risks

Realised 3.31% vs 7.21% for Spot - a significant reduction in ”

\Volatility volatility that can help foster margin stability and 11900
better ability to protect budget rates, especially in
periods of high volatility. E.g. a client that is executing 11000 'IL/\/J\‘« Nh\ Mo AM,J "
the strategy will be able to protect a budget rate of x W U P W '

11000 over the next 12 months with a probability of 1.0500
close to >80%* vs. 50% for spot™*.

10000
Total €£252.4k savings for a company that followed the
Result vs. strategy over the last 5 years based on S5m annual 0.9500
Spot need vs. converting on spot (paid €252k less for 2021 2022 2023 2024 2025

converting EUR to USD vs spot over 5 years)
— SPOT Layered Hedging Rolling Hedging

*Assuming the client has at least 4 strategy layers executed as in this case **As measured
by the 5-year realised performance and current interest-rate differentials
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What is Layered Hedging?

Hedges are applied in layers, which are “topped up” quarterly
until the total amount hedged for the given quarter is equal to the
targeted hedge ratio, e.g. 75% of the actual FX need as in this case.

Expected exposure
$1,000,000

per quarter

Number of layers

4

Topped up quarterly

SS‘ Currency Risk Playbook

Hedging policy
$750,000

5% of expected FX need

Unhedged

$250,000

25% of expected FX need
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Example - First Hedge under Layered Hedging

Hedged Volume FX Policy Expected FX Need
1,000 1,000 1,000 1,000
750 187.5 375 562.5
562.5
375
187.5
Q325 Q425 Q126 Q226

1,000

750

Q326

1,000

750

Q426

1,000

750

Q225
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What is Layered Hedging?

Hedges are applied in layers, which are “topped up” quarterly
until the total amount hedged for the given quarter is equal to the
targeted hedge ratio, e.g. 75% of the actual FX need as in this case.

Expected exposure
$1,000,000

per quarter

Number of layers

4

Topped up quarterly

SS‘ Currency Risk Playbook

Hedging policy
$750,000

5% of expected FX need

Unhedged

$250,000

25% of expected FX need
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Example - Second Hedge under Layered Hedging

Hedged Volume

1,000

750

Q325

FX Policy Expected FX Need
1,000 1,000 1,000
7950 187.5 375
562.5
375
Q425 Q126 Q2'26

1,000

562.5

187.5

Q326

1,000

750

Q426

1,000

750

Q225
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What iS Laye red H edgi ng? Example - Third Hedge under Layered Hedging

Hedges are applied in layers, which are “topped up” quarterly
until the total amount hedged for the given quarter is equal to the
targeted hedge ratio, e.g. 75% of the actual FX need as in this case. fesEd telume el Expected FX Need

Expected exposure Hedging policy

$1,000,000 $750,000

1,000 1,000 1,000 1,000 1,000 1,000 1,000

750 750 750 1875 375 562.5 750
per quarter 5% of expected FX need 5605
Number of layers Unhedged it
4 $250,000 o
7
Q3'25 Q4'25 Q126 Q226 Q326 Q4'26 Q225
Topped up quarterly 25% of expected FX need
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Amount availability from: 15Jul25 150ct25 15Jan26 15Apr26 15Jul26 150ct26 15dan27 15Apr27 Status
o r ay oo a V= Availability to: 30Sep25 30Dec25 31Mar26 30Jun26 30Sep26 31Dec26 31Mar27 30Jun27
Current Hedge $1,375,000 S1100,000 S825000  S550,000 S275,000 Not booked
Spectrum assumes on $1,375,000
as the targetgd hedged amount per Hedge on/before 15 Jul 25 $275000 $275000  S$275000 S$275000  $275,000 Not booked
quarter (x50% of the forecasted
uarterly FX need).
q y ) edhe anles a5 Cot 25 S275,000 S275,000 S275,000 S275,000 S275,000 Not booked
The strategy is designed with
5 layers. Hedge on/before 15 Jan 26 $275000 ~ $275000  $275000  $275000  $275000 . .. .
After each quarterly expiry date, P
you will have 3 months to flexibly Hedge on/before 15 Apr 26 52750008 55275/000 ’ 5275000 Not booked
convert the protected amounts
Hedge on/before 15 Jul 26 SZ00D RZTAOD SN Not booked
Hedge on/before 15 Oct 26 $275000 5275000 Not booked
$1,375000 $1,375000 $1,375000 $1,375000 $1375000 $1,375000 $1,375000 $1100,00
Total Hedged per Quarter 5, 50% 50% 50% 50% 50% 50% 40%

‘S‘ Currency Risk Playbook
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What would starting
Layered Hedging today
mean for you¢

Possible Worst Case Improvement 9%

as estimated by the probability range*. In other words,
based on historical data, our model estimates approx.
95% chance that your average rate over the next year
will be better than 11087 (vs. 1.0228 for spot)

This makes Layered Hedging a powerful approach
iIN mManaging currency risk.

A key feature of this strategy is its delayed smoothing
effect. In the event of a significant currency depreciation,
Layered Hedging offers robust protection, safeguarding
against sudden losses. Simultaneously, it allows for
participation in potential gains if the currency continues
to strengthen.

This dual benefit makes Layered Hedging a strategic
choice for managing currency exposure, especially in
volatile market conditions.

‘S‘ Currency Risk Playbook
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Layered Hedging smoothens market fluctuations, which gives time to adapt to
the changing environment. This could mean renegotiating contracts, streamlining
processes, or even competing more effectively on price.

1.2500

1.2000

1.0000

0.9500

*Based on historical volatility for Layered Hedging and Implied Volatility for Spot (Source: Ebury)

11500
11000 W
10500

90%
Probability
Range*

2026
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ummary

Trades against exposure.

Policy & Schedule

Ensuring policy compliance.

FX Performance

Rates vs. budget comparison.

Trade Blotter

Centralized trade overview.
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01 Apr 24
07 Apr 74
Q1 Jul 24
02 Jul 24
17 Sep 24
01 Qct 24

17 Dec 24
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Protection Rate
ant
Protection Rate

Protection Rate

Protection Rate

Protection Rate

Protection Rote

fmunt
Protection Rate

Total Hedged 5715,000.00

Hadge Achisved Rate

Hedge Parformance

Spot Rate

Total Ame 1
Total Achleved Rate 10775

Total Performance (1) t2&2,855.7§

$1,320,000.00

10750

Exposure currency J usn Frequency Start date 01 Jan 2024

Expected exposure U5$1,100,000.00 Layers First window open 01Apr 2024

Hedging policy 90% Window length Budget rate 1.0500

Palicy Schedule 2
01 Apr 0 o o 5 01 Apr25

US$2,016,000.00 US$188,000.00
Hedge on 1 Jan 24

US$504,000.00 US$288,000.00 US$198 000,00
Hedge on 01 Apr 24

US%188 000.00 USS188,000.00 LIS%188,000.00
Hedge on 01 Jul 24 2 : G

USS198 000.00 LUSSZ88 000.00
Hedge on 01 Oct 24 X X

3 May 2025 US$188, 000.00 UIS$288,000.00
Hedge on (1 Jan 25 5

Notional Max Notional O EUR o USD Booked Utilised All Trades Trades In Policy

Rate Performance

B Budget Rate W Policy Hedge Achieved Rate M Total Achieved Rate [_] M Total Hedge Achieved Rate

1.0750

$1,320,00000  §1,715,000.00 8121500000  $1148,800.00 $1148,800.00
1.0750 1.0848 10784 10764

§28,174.86

1.0857 1.0732

$2,100,607.87 $1,453,038.08 £1,501,074.68
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Contact

info@spectrumfx.co.uk
0203 440 7551

Birchin Court, 20 Birchin Lane,
London EC3V 9DU

www.spectrumfx.co.uk



