
 

 

  
 

 
     

      
   

 
   

        
   

 
 

   
   

   
 

  
    

      
      

       
     

   
  

 
       

   
  

    
      

  
     

C U R R E N CY  H E D G I N G  – 
E XP L O R I N G  T H E  O P T I O N S 

Your funds are under increasing pressure. There’s always fund performance and the 
competition, but more and more, investors are coming forward with stringent demands, tailored 
and focused requirements and much stronger opinions on risk management. 

Currency volatility poses a very real risk for investment performance, and managing the 
associated currency risk is not always part of the strategy. 

With these new demands and the increased focus on risk management, funds and their 
currency hedging strategies are coming under closer scrutiny. 

A currency hedging program typically involves either portfolio (investment) hedging or share 
class (investor) hedging or a combination of both. 

Portfolio hedging helps to protect investors from the foreign exchange impact of a fund 
investing in assets denominated in currencies other than the fund’s base currency. 

Share class hedging aims to protect non-base currency investors from the performance impact 
of valuing their fund holdings in a currency other than the fund’s base currency. 

Currency hedging can be complex, and it involves both operational and financial risk. 
Determining how a currency hedging program should be run and who should perform the 
administrative and operational functions are key decisions. Should you run a self-managed, in-
house currency hedging program? Or should you use a currency administration service provider? 

An in-house program might be considered a cost-free model, but you invest time, talent and 
technology in the program, resources that could be allocated elsewhere. An in-house program 
could also add higher transaction costs and performance divergence on the share class to the 
potential detriment of the underlying investors. 

By using a currency administration service provider for currency hedging, vs. having an in-house 
program, you may achieve a higher level of automation and efficiency. You may also 
significantly reduce your operational costs and re-allocate resources so that they add more 
value for investors by allowing you to focus on core investment decisions. 

Transparency into a fund’s operations and execution standards is another potential benefit of 
using a service provider. This transparency can help you with administrative, due diligence and 
regulatory requirements by augmenting existing internal oversight and risk controls along with 
the necessary reporting infrastructure. 



 

 

  
 

 
      

   
      

 

     
   

  

     

  

  

       

   

   

 

 

 
 
 
 
 

                      
             

                 
              

                  
                

               
           
           

           
              

              
              

           
                 

            
       

               
                

               

Using a service provider may also provide benefits for  underlying investors to better align the 
performance of the investors’ non-base currency share classes with the fund base currency 
class performance . There is also the potential for reduced transaction costs due to execution 
netting opportunities that a service provider may offer which an investment manager may not. 

BNY Mellon supports currency hedging programs with its currency administration services and 
is a leading industry service provider. We integrate and administer the components of a passive 
currency hedging program (share-class or portfolio). 

Through our approach, you retain all investment management discretion while FX execution, 
administration and certain FX operational functions are handled by the BNY Mellon Markets 
Group’s foreign exchange desk. 

With our currency administration services, BNY Mellon may help you to: 

• focus on core competencies; 

• deliver on performance objectives; 

• increase the distribution of investment products and services; and 

• enhance business efficiencies and risk mitigation 

With the end goal of securing, retaining and growing assets under management. 

How can we help you? 

To learn more visit: bnymellon.com/currencyadmin 

BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term 
to reference the corporation as a whole and/or its various subsidiaries generally. This material and any products 
and services may be issued or provided under various brand names in various countries by duly authorized and 
regulated subsidiaries, affiliates, and joint ventures of BNY Mellon, which may include any of the following. The 
Bank of New York Mellon, at 225 Liberty St, NY, NY USA, 10286, a banking corporation organized pursuant to the 
laws of the State of New York, and operating in England through its branch at One Canada Square, London E14 5AL, 
UK, registered in England and Wales with numbers FC005522 and BR000818. The Bank of New York Mellon is 
supervised and regulated by the New York State Department of Financial Services and the US Federal Reserve and 
authorized by the Prudential Regulation Authority. The Bank of New York Mellon, London Branch is subject to 
regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details 
about the extent of our regulation by the Prudential Regulation Authority are available from us on request. The 
Bank of New York Mellon SA/NV, a Belgian public limited liability company, with company number 0806.743.159, 
whose registered office is at 46 Rue Montoyerstraat, B-1000 Brussels, Belgium, authorized and regulated as a 
significant credit institution by the European Central Bank (ECB), under the prudential supervision of the National 
Bank of Belgium (NBB) and under the supervision of the Belgian Financial Services and Markets Authority (FSMA) 
for conduct of business rules, and a subsidiary of The Bank of New York Mellon. The Bank of New York Mellon 
SA/NV operates in England through its branch at 160 Queen Victoria Street, London EC4V 4LA, UK, registered in 
England and Wales with numbers FC029379 and BR014361. The Bank of New York Mellon SA/NV (London Branch) 
is authorized by the ECB and subject to limited regulation by the Financial Conduct Authority and the Prudential 
Regulation Authority. Details about the extent of our regulation by the Financial Conduct Authority and Prudential 



 

 

              
                

                  
            

               
              

               
                   

         
                

      

           
              

    

           
               

                
            

            
            

                
          

       
               

           

                
                 

                   
  

          
              

                 
              

             
          

                 
    

                
                

            
  

                
             

                 
             

             

Regulation Authority are available from us on request The Bank of New York Mellon SA/NV operating in Ireland 
through its branch at 4th Floor Hanover Building, Windmill Lane, Dublin 2, Ireland trading as The Bank of New York 
Mellon SA/NV, Dublin Branch, is authorised by the ECB and is registered with the Companies Registration Office in 
Ireland No. 907126 & with VAT No. IE 9578054E. The Bank of New York Mellon, Singapore Branch, subject to 
regulation by the Monetary Authority of Singapore. The Bank of New York Mellon, Hong Kong Branch, subject to 
regulation by the Hong Kong Monetary Authority and the Securities & Futures Commission of Hong Kong. If this 
material is distributed in Japan, it is distribute by The Bank of New York Mellon Securities Company Japan Ltd, as 
intermediary for The Bank of New York Mellon. Not all products and services are offered in all countries. 

The video and the information contained within this video is intended for use by wholesale/professional clients or 
the equivalent only and is not intended for use by retail clients. If distributed in the UK, this video and/or material 
contained therein is a financial promotion. 

This video and/or material contained therein, which may be considered advertising, is for general information 
purposes only and is not intended to provide legal, tax, accounting, investment, financial or other professional 
advice on any matter. 

This video and/or the material contained therein do not constitute a recommendation by BNY Mellon of any kind. 
Use of our products and services is subject to various regulations and regulatory oversight. You should discuss this 
video and/or the material contained therein with appropriate advisors in the context of your circumstances before 
acting in any manner on this video and/or the material contained therein or agreeing to use any of the referenced 
products or services and make your own independent assessment (based on such advice) as to whether the 
referenced products or services are appropriate or suitable for you. This video and/or the material contained 
therein may not be comprehensive or up to date and there is no undertaking as to the accuracy, timeliness, 
completeness or fitness for a particular purpose of information given. BNY Mellon will not be responsible for 
updating any information contained within this video and/or the material contained therein and opinions and 
information contained herein are subject to change without notice. BNY Mellon assumes no direct or 
consequential liability for any errors in or reliance upon this video and/or the material contained therein. 

This material may not be distributed or used for the purpose of providing any referenced products or services or 
making any offers or solicitations in any jurisdiction or in any circumstances in which such products, services, 
offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or 
additional registration requirements. 

The terms of any products or services provided by BNY Mellon to a client, including without limitation any 
administrative, valuation, trade execution or other services shall be solely determined by the definitive agreement 
relating to such products or services. Any products or services provided by BNY Mellon shall not be deemed to have 
been provided as fiduciary or adviser except as expressly provided in such definitive agreement. BNY Mellon may 
enter into a foreign exchange transaction, derivative transaction or collateral arrangement as a counterparty to a 
client, and its rights as counterparty or secured party under the applicable transactional agreement or collateral 
arrangement shall take precedence over any obligation it may have as fiduciary or adviser or as service provider 
under any other agreement. 

Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the applicable 
rules thereunder, The Bank of New York Mellon is provisionally registered as a swap dealer with the Commodity 
Futures Trading Commission (“CFTC”) and is a swap dealer member of the National Futures Association (NFA ID 
0420990). 

BNY Mellon (including its broker-dealer affiliates) may have long or short positions in any currency, derivative or 
instrument discussed herein. BNY Mellon has included data in this material from information generally available to 
the public from sources believed to be reliable. Any price or other data used for illustrative purposes may not 
reflect actual current conditions. No representations or warranties are made, and BNY Mellon assumes no liability, 
as to the suitability of any products and services described herein for any particular purpose or the accuracy or 



 

 

                
     

                  
              

                   
         

                 
          

                    
  

               
           

               
                  

  

          

              
           

         

               

        

 

 

 

 

 

 
 
 
 

 

completeness of any information or data contained in this material. Price and other data are subject to change at 
any time without notice. 

Rates: neither BNY Mellon nor any other third party provider shall be liable for any errors in or delays in providing or 
making available the data (including rates, WM/Reuters Intra-Day Spot Rates and WM/Reuters Intra-Day Forward 
Rates) contained within this service or for any actions taken in reliance on the same, except to the extent that the 
same is directly caused by its or its employees’ negligence. The WM/Reuters Intra-Day Spot Rates and WM/Reuters 
Intra-Day Forward Rates are provided by The World Markets Company plc (“WM”) in conjunction with Reuters. WM 
shall not be liable for any errors in or delays in providing or making available the data contained within this service 
or for any actions taken in reliance on the same, except to the extent that the same is directly caused by its or its 
employees’ negligence. 

Currency Administration is provided under and subject to the terms of a definitive agreement between BNY Mellon 
and the client. BNY Mellon exercises no investment discretion thereunder, but acts solely pursuant to the 
instructions in such agreement or otherwise provided by the client. Unless provided by definitive agreement, BNY 
Mellon is not an agent or fiduciary thereunder, and acts solely as principal in connection with related foreign 
exchange transactions. 

All references to dollars are in US dollars unless specified otherwise. 

This material may not be reproduced or disseminated in any form without the prior written permission of BNY 
Mellon. Trademarks, logos and other intellectual property marks belong to their respective owners. 

The Bank of New York Mellon, member FDIC. 

THIS VIDEO IS NOT TO BE REPRODUCED IN WHOLE OR IN PART WITHOUT THE AUTHORIZATION OF BNY MELLON. 

© 2016 The Bank of New York Mellon Corporation. All rights reserved. 

bnymellon.com 

http:bnymellon.com

