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What is Risk?

‘Exposure to a chance of Loss or Damage or a venture 
undertaken without regard to possible Loss’

Identify - Monitor – Eliminate - Reduce
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The Corporate Treasurer

Risk Management

Role

Currency 

Risk

Interest Rate 

Risk
Cash Management Commodity Risk
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EURUSD 5 year Chart

Source:  Bloomberg 8th October, 2013
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EUR USD Highs and Lows
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Source:  Bloomberg, 8th October, 2013
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Impact of Moves on your bottom line

2008 2008 2008 2008 –––– An extreme exampleAn extreme exampleAn extreme exampleAn extreme example

USD100,000 @ 1.2480 = EUR80,128USD100,000 @ 1.2480 = EUR80,128USD100,000 @ 1.2480 = EUR80,128USD100,000 @ 1.2480 = EUR80,128

USD100,000 @ 1.5970 = EUR62,617USD100,000 @ 1.5970 = EUR62,617USD100,000 @ 1.5970 = EUR62,617USD100,000 @ 1.5970 = EUR62,617

Opportunity Cost of Opportunity Cost of Opportunity Cost of Opportunity Cost of EUR17,510 per USD100,000EUR17,510 per USD100,000EUR17,510 per USD100,000EUR17,510 per USD100,000

2012 2012 2012 2012 –––– Still very significantStill very significantStill very significantStill very significant

USD100,000 @ 1.2070 = EUR82,850USD100,000 @ 1.2070 = EUR82,850USD100,000 @ 1.2070 = EUR82,850USD100,000 @ 1.2070 = EUR82,850

USD100,000 @ 1.3470 = EUR74,239USD100,000 @ 1.3470 = EUR74,239USD100,000 @ 1.3470 = EUR74,239USD100,000 @ 1.3470 = EUR74,239

Opportunity Cost of Opportunity Cost of Opportunity Cost of Opportunity Cost of EUR8,611 per USD100,000EUR8,611 per USD100,000EUR8,611 per USD100,000EUR8,611 per USD100,000
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How to manage these risks?

Spot 

A business agrees a rate for the payment or receipt of 
foreign currency for use over the next two days

Forward

A Forward Foreign Exchange contract allows a 
business to fix an exchange rate now for the payment 
of receipt of foreign currency at a future date.

- Forward FX contract for fixed maturity date

- Forward FX Time Option for maturity between two 
dates

Have a Treasury Policy!
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Example of a forward contract

• An exporter of goods priced in USD has an exposure to 

the EURUSD exchange rate and specifically to EUR 

strength and USD weakness.

• The exporter is due to receive USD100,000 in 90 days 

time and arranges to sell this amount for EUR @ 1.3530 

three months forward.

• Thus, at maturity, the exporter will sell the USD100,000 

via the forward contract for EUR73,908.83 

(USD100,000/1.3530)
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Stay Informed
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Contact details

Maria Murphy  

Regional Treasury Manager

Ulster Bank Markets

086 8106253

maria.murphy@ulsterbankcm.com

Olwyn Long 

Corporate Risk Solutions 

(087) 2271532

olwyn.long@ulsterbankcm.com

www.ulsterbankcapitalmarkets.com
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A Word From Our Lawyers@

Calls may be recorded.

This document is intended for clients of Ulster Bank Limited (the “Bank”) only. It has been prepared for information purposes only and should not be 

distributed in any jurisdiction where its distribution would be prohibited. The contents of this document are indicative and subject to change without 

notice.

The Bank will not act and has not acted as your legal, tax, accounting or investment adviser or owe any fiduciary duties to you in connection with this, or 

any related transaction and no reliance may be placed on the Bank for advice or recommendations of any sort. The Bank makes no 

representations or warranties with respect to the information, and disclaims all liability for any use you or your advisers make of the contents of 

this document. You will make an independent evaluation of any transaction described herein and their associated risks and seek independent 

financial advice if unclear about any aspect of the transaction or risks which may be associated with the transaction.

The Bank, its affiliates, connected companies, employees or customers may have an interest in the financial instruments referred to 

including dealing, holding, acting as a market maker, performing financial or advisory services, acting as a manager or co-manager 

of a public offering. 

Risks

Over the counter (“OTC”) derivatives can provide significant benefits but may involve a variety of significant risks. OTC derivatives include options, 

forwards, swaps, swaptions, caps, collars, floors, combinations and variations of such transactions, and other contractual arrangements which 

may all involve or be based upon interest rates, currencies, securities, commodities and other underlying interests. In general, however, all OTC 

derivatives involve risks which include (among others) the risk of adverse and unanticipated market, financial or political developments or 

counterparty risk. In the event the market has moved against a transaction you have undertaken, you may incur substantial costs if you wish 

to close out your position or at the maturity of your position. In addition you may be subject to operational risks in the event that you do not 

have in place appropriate internal systems and controls to manage OTC derivative contracts. Entering into OTC derivatives can introduce a 

significant liquidity risk and other risk factors of a complex nature.

If you enter into an over-the-counter derivative transaction with us and decide to close out the transaction before its scheduled termination date or such 

transaction is subject to a right of cancellation which, if mandatory is not waived, or if optional, is exercised by the party who has the right to do so, 

you may have to pay breakage costs. These will be calculated by reference to prevailing market conditions and include costs incurred by us in 

terminating any related financial instrument or trading position. Please note that such break costs may be substantial.

Ulster Bank Ireland Limited.  A private company limited by shares, trading as Ulster Bank,

Ulster Bank Group and Banc Uladh.  Registered in Republic of Ireland.  Registered No 25766.

Registered Office:  Ulster Bank Group Centre, George’s Quay, Dublin 2.

Member of The Royal Bank of Scotland Group.

Ulster Bank Ireland Limited is regulated by the Central Bank of Ireland.

Calls may be recorded.


