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Seminar on “Hedging and Risk Management with Exchange Traded Currency Derivative”
held on 25" February, 2011

India’s emergence as a heavy weight in the global economy has made it imperative for its
Corporate acquire sharper skills to Hedging and Risk Management, particularly in reference
to foreign currency exposure in their businesses.

With this objective of spreading awareness on the salient features and deliberate on the
innovative strategies on the benefits of Currency Derivatives to Exporters, Importers and
Corporate, the National Stock Exchange (NSE) in association with Bangalore Chamber of
Industry and Commerce and Institute of Company Secretaries (ICSl), Bangalore Chapter
organized a Seminar on “Hedging and Risk Management with Exchange Traded Currency
Derivatives” on Friday, February 25, 2011.

The Seminar was addressed by Mr A. V. Rajwade, Consultant, Foreign Exchange and
Treasury Management, Mumbai and Ms. Deepa Aggarwal, Consultant, National Stock
Exchange of India Ltd., Mumbai.

In their presentations, they dwelt at length on various processes, procedures and execution
of currency future trading through the NSE. They also provided information and shared their
experience on the various currency derivatives.

Mr. H.V. Harish, Chairman, BCIC Expert Committee on Economic & Corporate Affairs in his
introductory remarks highlighted the importance of foreign currency management in
international trade and said that the foreign currency risk impacted everyone, more so
organizations exposed to international dealings.

Mr. Rajwade in a lucid explanation highlighted on the key issues that were important for
corporate to minimize losses due to exposure to foreign currency in their businesses. He
stressed the importance for a clear understanding about various instruments available for
hedging business risks and said the Derivative losses arise largely from complex, structured
products often sold as “hedges”. Hedging does not need structured products. Plain vanilla
derivatives are adequate and can equally well be used for speculation. He cautioned that
complex products are too often structured to hide pricing margin and risks. In particular,
zero upfront cost is not zero risk, nor should the initial “carry” or inflows tempt the decision!

Underlining the need to get a clear understanding of derivative, Mr Rajwade cited Mr.
Satyajit Das, an expert on the subject and quoted the lines “The complexity of modern
derivatives has little to do with risk transfer. Traders invent complex variations to delay
competition, prevent clients from wunbundling products and generally reducing


http://www.gmci.org.in/

transparency” to clarify the role of derivative in the management of forex exposure by
businesses. Mr. Rajwade also pointed out that there was an issue in accounting and taxation
in reference to risk management and said IFRS has stringent requirements for accounting of
derivatives at fair value. Hedge Effectiveness Standards: Income tax recognizes only equity
derivatives trading on exchanges as business income: NOT currency or OTC derivatives:
losses may not be a deductible business expenses, he further explained.

Ms. Deepa Aggarwal, Consultant, National Stock Exchange of India Ltd., Mumbai explained
the procedures and norms for membership and highlighted the growing popularity of
exchange traded products. She added that NSE has impressive volumes in a short time with
the averaging a daily volume crossing $16.3 billion since inception of the trade in October
2010.

Mr.C.M. Ganapathi, Chairman, ICSI, Bangalore Chapter proposed a hearty vote of thanks to
the Speakers and said that today’s deliberations would have created the requisite
awakening on Hedging and Risk Management and hoped that the participants would have
derived much benefit. He thanked NSE for giving the Chamber and ICSI for providing this
unique opportunity to organize this very educative event.
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