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Establishing a reliable approach  
for managing currency exposure  
and payment needs

01 
IDENTIFY
Identify and quantify 
your exposure to make 
prudent decisions.

02 
ESTABLISH
Determine your hedging 
goals based on risk 
tolerance.

03 
DESIGN
Develop program 
suitable to your 
circumstances and 
objectives.

04 
EXECUTE
Implement hedging 
strategy within your 
organisation.

05 
MONITOR & 
REVIEW
Track and compare 
performance against 
your hedging objectives.

A robust and well-established process is essential for ensuring 
predictable cash flows, safeguarding profit margins, and maintaining  
the ability to offer competitive pricing structures. 

Underlying Business Needs Risk Management Approach Hedging Strategy Hedging Products FX Playbook Portal
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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. 

Quarter 1 Quarter 2 Quarter 3 Quarter 4

Budget rate (Static Hedge Rate)

FX Rate at Period Start

FX Rate at Period Start

FX Rate at Period Start

FX Rate at 
Period Start
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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.

Quarter 1 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.

Spot Layered HedgingFixed Forward (Rolling 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.

Dynamic Forward Trigger Rate
(Upper Bound)

Dynamic
Forward 

Participation
Range

Dynamic Forward Protection Rate
(Lower Bound)

Window Forward Rate
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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?

ForwardsHedging Behaviour: What do you notice?

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20 Q3'20 Q4'20 Q1'21 Q2'21 Q3'21 Q4'21 Q1'22 Q3'22 Q4'22 Q1'23 Q2'23 Q3'23 Q4'23 Q2'24 Q3'24 Q4'24 Q1'25 Q2'25

Spilt Transactions Example

2.6

3.3

4.8

2.9

1.01.7 2.0
1.4

2.3

5.7

6.6

4.5

4.0

2.0

3.0 2.0
3.1

0.4

1.6

6.1

7.8

5.1

2.7

5.5

5.6

4.8

1.0 0.8

2.5

0.3

6.0

9.7

2.0

2.8

0.2

4.0

7.5

1.0
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Forecasted Future 
FX Need
Based on transactions of Playbook B.V. in the 
period Q1’21-Q2’25, Spectrum estimates the 
following future exposure:

Expected FX Need $3,300,000

Q3’25

Q1'21 Q2'21 Q3'21 Q4'21 Q1'22 Q2'22 Q3'22 Q4'22 Q1'23 Q2'23 Q3'23 Q4'23 Q1'24 Q2'24 Q3'24 Q4'24 Q1'25 Q2'25 Q3'25 Q4'25 Q1'26 Q2'26

5.7

6.6

7.8

5.6

9.7

$3,400,000

Q4’25

$3,900,000

Q3’26

$3,700,000

Q3’26
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Establish your Hedging Profile
What are your needs, objectives and risk tolerance?

Hedged FX volume according to strategy/policy

FX volume unhedged

Predictability of cash flows

Flexibility

> $3,000,000

< $1,000,000

Higher

Moderate

> 70% 
hedged

50% 
hedged

<50% 
hedged

$2,000,000

$2,000,000

Moderate

Higher

< $2,000,000

> $2,000,000

Low

High

Risk-averse Risk-neutral Risk-tolerant
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Layered Hedging 
demonstrates strong results 
in managing FX risks
Realised 
Volatility

Total 
Result vs. 
Spot

3.31% vs 7.21% for Spot - a significant reduction in 
volatility that can help foster margin stability and 
better ability to protect budget rates, especially in 
periods of high volatility. E.g. a client that is executing 
the strategy will be able to protect a budget rate of 
1.1000 over the next 12 months with a probability of 
close to >80%* vs. 50% for spot**.

€252.4k savings for a company that followed the 
strategy over the last 5 years based on $5m annual 
need vs. converting on spot (paid €252k less for 
converting EUR to USD vs spot  over 5 years)

*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

2021

0.9500

1.0000

1.0500

1.1000

1.1500

1.2000

2022 2023 2024 2025

5.7

6.6

SPOT Layered Hedging Rolling Hedging

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.
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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.

$1,000,000

4

$750,000

$250,000

Expected exposure

Number of layers

Hedging policy

Unhedged

per quarter

Topped up quarterly

75% of expected FX need

25% of expected FX need

562.5

187.5

1,000

750

1,000

750

1,000

750

1,000

750

1,000

Q3'25

187.5

562.5

1,000

Q4'25

375

375

1,000

Q1'26 Q2'26 Q3'26 Q4'26 Q2'25

Hedged Volume FX Policy Expected FX Need

Example - First Hedge under Layered Hedging
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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.

$1,000,000

4

$750,000

$250,000

Expected exposure

Number of layers

Hedging policy

Unhedged

per quarter

Topped up quarterly

75% of expected FX need

25% of expected FX need

562.5

187.5

1,000

750

1,000

750

1,000

750

1,000

750

1,000

Q3'25

187.5

562.5

1,000

Q4'25

375

375

1,000

Q1'26 Q2'26 Q3'26 Q4'26 Q2'25

Hedged Volume FX Policy Expected FX Need

Example - Second Hedge under Layered Hedging
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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.

$1,000,000

4

$750,000

$250,000

Expected exposure

Number of layers

Hedging policy

Unhedged

per quarter

Topped up quarterly

75% of expected FX need

25% of expected FX need

562.5

187.5

1,000

750

1,000

750

1,000

750

1,000

750

1,000

Q3'25

187.5

562.5

1,000

Q4'25

375

375

1,000

Q1'26 Q2'26 Q3'26 Q4'26 Q2'25

Hedged Volume FX Policy Expected FX Need

Example - Third Hedge under Layered Hedging
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Layered Hedging 
for Playbook B.V.
Spectrum assumes on $1,375,000 
as the targeted hedged amount per 
quarter (≈50% of the forecasted 
quarterly FX need). 
The strategy is designed with  
5 layers.
After each quarterly expiry date, 
you will have 3 months to flexibly 
convert the protected amounts

Amount availability from: 
Availability to:

Current Hedge 
% of Quarterly FX Needed

Hedge on/before 15 Jul 25

Hedge on/before 15 Oct 25

Hedge on/before 15 Jan 26

Hedge on/before 15 Apr 26

Hedge on/before 15 Jul 26

Hedge on/before 15 Oct 26

$1,375,000 
50.00%

$1,100,000 
40.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$275,000 
10.00%

$825,000 
30.00%

$550,000 
20.00%

$275,000 
10.00% Not booked

Not booked

Not booked

Not booked

Not booked

Not booked

Not booked

15Jul25 
30Sep25

15Oct25 
30Dec25

15Jan26 
31Mar26

15Apr26 
30Jun26

15Jul26 
30Sep26

15Oct26 
31Dec26

15Jan27 
31Mar27

15Apr27 
30Jun27

Status

Total Hedged per Quarter $1,100,00 
40%

$1,375,000 
50%

$1,375,000 
50%

$1,375,000 
50%

$1,375,000 
50%

$1,375,000 
50%

$1,375,000 
50%

$1,375,000 
50%
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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 1.1087 (vs. 1.0228 for spot)
This makes Layered Hedging a powerful approach  
in managing 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.

2022

90% 
Probability

Range*

0.9500

1.0500

1.0000

1.1000

1.1500

1.2000

1.2500

2023 2024 2025 2026

5.7

6.6

EURUSD Spot 90% Probability Range Layered 90% Probability Range

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.

*Based on historical volatility for Layered Hedging and Implied Volatility for Spot (Source: Ebury)
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Summary
Trades against exposure.

Policy & Schedule
Ensuring policy compliance.

FX Performance
Rates vs. budget comparison.

Trade Blotter
Centralized trade overview.
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Contact
info@spectrumfx.co.uk 
0203 440 7551

Birchin Court, 20 Birchin Lane, 
London EC3V 9DU

www.spectrumfx.co.uk


