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Large, experienced and highly skilled Irish

dealing team, with a global reach,

supported by-

« Bank of Ireland’s international treasury
colleagues in US and UK, and

« A team of regional treasury managers
across the Country

%8
( branches -




=am[ here’s potential currency risk in all
sorts of transactions... —

Bank of Ireland — Global Markets



Global Markets

Furrency risk — the basics

FX Foundations 1 FX Solutions 2
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ggManaging currency risk

Removes
currency
fluctuations

No upfront Known worst Known best

Flexibility
cost case case

Spot

Forward

Option

=  What level of currency volatility can your business tolerate?

= Do you favour flexibility or control?
= Do you need a range of solutions for different situations?
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Forwards - Today’s rate in the future

&+ O

Spot rate The interest
rate differential

between the
two currencies

A company wants to lock in the value of £1 million
versus € today for value in three months:

NN

Current EUR/GBP Exchange (Spot rate) 0.8950 : - - - - - - -
+ :

3 Month Interest Rate Difference* +0.0016 - - - - - - -

_ -1 1 111
Forward Contract Rate = 0.8966 b1 1 1 1

*As GBP interest rates are higher than EUR interest rates the customer
is compensated by the bank.
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Currency account — a “natural” hedge i

Global Markets

A separate account that you can
use to pay and receive in the
same foreign currency

Use to “net off” payments in and
payments out in the same
currencies
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Interest rate risk
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Fix
Float
Blend

But do it
OoNn purpose



Don't just take the risk: understand it “Bankormenniey

Creating a treasury policy
Define roles and Execute,
understand & responsibilities monitor, review

document risks

« Who needs to be
involved?

« What needs to be
done?

« Who needs to
know about the
policy?

This is when the
work really
begins!

1o
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Case study: Irish Artisan Dairies (IAD)

15t June 2016, IAD agree a 12 month contract to supply a
UK multiple with 1 million units of product @ £0.85 =
£850,000 (monthly income of £70,833).

EUR value of this contract at prevailing exchange rate of
0.7736 in June 2016 =€1,098,759 (€91,563 per month).

|AD’s production costs = €1.00 per unit. IAD are being
paid / receiving £0.85 per unit @ EUR/GBP exchange
rate of 0.7736 = €1.099 per unit, producing a profit
margin of ¢.9.9%.

IAD now have a EUR v GBP foreign exchange exposure
to manage for the term of this contract.




10.00
2016 - A year of Surprises

EUR/GBP rate

€1/£0.90 ﬂ
€1/£0.85 ’W '
€1/£0.80

' ' ||“ Brexit result
€1/£0.70

Source: Reuters

€1/£0.75
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The range was
only 5% In the
whole of H1

3% move on
“Brexit Night”

Substantial
Increase In H2
volatility
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Case study: Irish Artisan Dairies
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ldentify & Understand the risk: e.g. 1% move in GBP impact on profit

Define Roles & Responsibilities: Finance, senior management
Agree The Strategy:. Cover forward or leave unhedged?

Execute, Monitor, Review: Is this approach working?
Are your profits adequately protected ?

What did IAD do? What would have happened had IAD not
hedged transacted at Spot Rates each month:
In this case IAD chose to lock in the exchange rate

using a Forward Contract, at an average EUR/GBP IAD would have achieved an average EUR/GBP
exchange rate of 0.7788. exchange rate of 0.8605 over the 12 month term of the
contract.

At this hedged rate, the contract provided IAD with
guaranteed income of €1,091,423 and protected their
estimated margin of ¢.10%

Total income under the contract would have been
reduced to €987,798, resulting in a significantly different
outcome for IAD - a loss of 1.2%
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Let us help

= |[n branch

= Your business banking
manager

» Regional treasury specialists
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Important information Global Markets

This document has been prepared Bank of Ireland Global Markets, a division of The Governor and Company of the Bank of Ireland for
information purposes only and Bank of Ireland is not soliciting any action based upon it. Bank of Ireland believes the information
contained herein to be accurate but does not warrant its accuracy nor accepts or assumes any responsibility or liability for such
information other than any responsibility it may owe to any party under the European Communities (Markets in Financial Instruments)
Regulations 2007 as may be amended from time to time, and under the Financial Conduct Authority rules (as applicable), for any loss or
damage caused by any act or omission taken as a result of the information contained in this document.

Except as otherwise may be specifically agreed, Bank of Ireland has not acted nor will act as a fiduciary, financial or investment adviser
with respect to any transaction that it has executed or will execute. Any investment decision made by a party shall be on the basis of its
own research and judgment and not be influenced or based on any view or opinion expressed by Bank of Ireland either in this document
or otherwise. This document does not address all risks and cannot be relied on for any investment contract or decision. A party should
obtain independent professional advice before making any investment decision. Expressions of opinion contained in this document
reflect current opinion as at 26/09/2017, and is based on information available to Bank of Ireland before that date. This document is the
property of Bank of Ireland and its contents may not be reproduced, either in whole or in part, without the express written consent of a
suitably authorised member of Bank of Ireland staff.

Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, Bank of Ireland is authorised by the Central Bank of Ireland and
the Prudential Regulation Authority and subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation
Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority and regulation by the
Financial Conduct Authority are available from us on request. The Governor and Company of the Bank of Ireland is incorporated in
Ireland with limited liability. Registered Office - 40 Mespil Road, Dublin 4, Ireland.
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