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With uncertainty clouding today’s global 
foreign exchange market, relying on FX 
forecasts could be putting your bottom line 
at risk. There are often large discrepancies 
in consensus expectations versus reality – 
one year ranges in some major currency 
pairings will often serve as prime examples.
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Forecast (in)accuracy:  
a look back at 2016 forecasts

Relying on a last-minute spot rate for your payment needs can be just as costly as relying 
on an inaccurate forecast. Adopting a strategy around hedging tools like Forwards  
and Market Orders can help bring certainty to your foreign currency payments process.  
A hedging strategy can also create clear guidelines internally, allowing for less time to be 
spent managing foreign currency payments.

At the beginning of 2016, 
the euro was forecasted to 
strengthen toward 1.15 against 
the US dollar, but upside for 
the euro has been a struggle.

Gains for the euro were held in 
check by Europe’s low interest 
rates, which contrast recent 
Fed rate hikes as the world’s 
biggest economy rebounds.

The early 2016 consensus forecast 
was for USDCAD to head towards 
1.18. The feeling a year ago, was 
that weak loonie would give way to 
an export boom in Canada, while 
the rally that we’d seen in the US 
dollar would show signs of fatigue.

The Canadian dollar was one 
of the year’s best performers, 
forecasts of 1.18 USDCAD were 
thwarted, which caused a lot of 
uncertainty for North American 
companies by year end.
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Market Orders

Market Orders can help you secure your target exchange 
rate by taking advantage of market monitoring around 
the world. Our 24 hour facility allows us to watch the 
markets on your behalf, even while you’re sleeping.

If your target rate  
is achieved we’ll  
lock it in for you

We monitor exchange 
rates 24 hours a day,  

6 days a week

Placing a  
Market Order is 
completely free

No obligation  
if your target rate  

is not reached

Protect an ‘ideal’ budget rate, and help protect profits.
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Volatility can vary but as this 
chart illustrates, GBPUSD 
plummeted by more than 10% 
after Britain voted on June 23 
to leave the European Union. 

Sterling’s nearly 18-cent 

plunge from peak to trough 

reduced the cost of buying 

£250,000 by more than 

US$40,000. Source: Reuters 2016
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Market Order in action

• Choose a target exchange rate by calling your Account Manager  
or by completing and submitting a Market Order form

• We’ll monitor the market on your behalf for up to 90 days

• If your target rate is achieved, we will purchase funds on your behalf

Important to remember

Market Orders can be placed for any length of time but are generally 
limited to 90 days. We will notify you when your order approaches 90 days, 
or if it is unlikely to achieve your target rate.

Consider a Forward Contract

If your target rate is achieved, you might consider locking-in the exchange rate for up to 
12 months using a Forward Contract. This could be beneficial if you need to secure the 
exchange rate for more than one invoice, for example.

How much can exchange rates fluctuate over 24 hours?
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Forward Contracts

A Forward Contract is an agreement that allows you to buy or 
sell currency at a specified rate on a date in the future. It is one 
of the least complex, and most common ways to help protect 
profits from currency fluctuation. The advantage is that you get 
a predetermined rate of exchange for up to 12 months, which 
means you can accurately forecast your future cash flows.

No account  
set-up costs

No need to change current 
banking arrangements

Dedicated support from our 
Risk Management team

Flexible drawdown  
at any time

Important to remember

If you book a Forward Exchange Contract and the spot market ends up 
moving in your favor, you cannot participate in the more favorable spot 
market. You are locked in for your fixed amount, at the fixed rate,  
for the fixed date.
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Locking in a predetermined percentage of your expected monthly or quarterly exposure 
helps to ensure that your cost won’t change, even if the market does.

A hedging strategy helps to mitigate uncertainty from the decision-making process and 
encourages disciplined forecasting.

No strategy

  Volatile cash flows and profits

  Difficult to forecast

   Chase the FX market,  
worry about rates

Hedging strategy

  Predictable cash flows and profits

  Reliable forecasting

   Dictated by business strategy, 
not exchange rates

VOLATILE PREDICTABLE
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Here’s how you can get started: 

• Understand your exposures

•  Choose a percentage of exposure to lock in based on your cash flow needs

• Set a cadence for continuously re-evaluating your exposures

• Evaluate and adapt your strategy over time

• Discipline is key

Implementing a strategy using Forward Contracts can help companies protect their 
profits months ahead of time.

Refine your forecasting process 
with a hedging strategy
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Smooth results with a  
layered hedging strategy

Layering hedge ratios over 
different time periods can 
help to keep cash flows 
smooth and predictable. 
The idea behind a layered 
hedging strategy is that 
a company will hedge 
a higher percentage of 
its immediate cash flow 
needs, lowering the ratio 
down over time.

*  Due to reduced certainty in forecasting and risk to pricing competitiveness, reduced cover is taken over lengthened 
time frames

As exposures become 
more solidified over time, 
companies can increase their 
hedge accordingly. As time 
moves forward it may make 
sense to top off hedges to 
make sure they align with 
your plan.
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As the months roll off, you top up the protection
in line with the min%
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Western Union Business Solutions is a business unit of The Western Union Company. Services in Canada are provided by Custom House ULC, a company within the Western Union 
Business Solutions (WUBS) business unit. 

This brochure does not create any binding obligation on any party, nor does this brochure constitute an offer or a solicitation of an order. Any such offer or solicitation will only be 
made, and the relationship between you and WUBS shall be governed by the applicable terms and conditions and any transaction-specific documentation entered into between you 
and WUBS. No representations, warranties or conditions of any kind, express or implied, are made herein.

WUBS is the issuer of the products discussed herein and would be a counterparty to any transaction you undertake with WUBS. This brochure is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability 
or use would be contrary to law or regulation or which would subject WUBS or its affiliates to any registration or licensing requirement within such jurisdiction. 

Customers may be required to meet certain eligibility requirements in order to enter into foreign exchange transactions with WUBS. Claims regarding the products discussed and other 
information set out herein are general in nature and do not take into account your specific objectives, financial situation, or needs. This brochure does not constitute financial advice or 
a financial recommendation. You should use your independent judgment and consult with your own independent advisors in evaluating whether to enter into a transaction with WUBS.. 
WUBS has based the opinions expressed herein on information generally available to the public. WUBS makes no warranty concerning the accuracy of this information and specifically 
disclaims any liability whatsoever for any loss arising from hedging decisions based on the opinions expressed and information contained herein. Such information and opinions are 
for general information only and are not intended to present advice with respect to matters reviewed and commented upon.

Speak with one of our Risk Management Specialists today  

and enable your organization to create a strategy  

that is customized to meet your company’s needs.

business.westernunion.ca
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