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the line on hedging
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* Nine in 10 money managers plan to raise hedge ratios over the next three months, with none planning
a reduction.

 The proportion of importers and exporters currently hedging has risen, and larger corporates remain
the most active hedgers.

 Corporates expect AUD/USD to keep falling, but more gradually than previously forecast.
 US trade and tariff policy is the standout risk for exporters, while interest rates top the list for importers.

The latest CommBank FX Barometer shows Australian corporates and money managers are both
leaning into currency risk management, even as their strategies diverge. Money managers are looking
for more offshore exposure without necessarily taking on more unhedged currency risk, while corporates
are holding firm on protection amid a still-uncertain global backdrop.

Money managers lift hedging intentions

The October survey of 136 money managers, split across super funds, insurers and investment
managers, found three-quarters expect their FX exposure to increase over the next quarter, while nine in
ten plan to raise their hedge ratios. Not one of the 136 respondents planned to cut their hedge ratio.

Foreign assets remain core to how Australian institutions generate returns, with the average foreign
share of assets under management sitting at 33% across the three investor types, led by investment
managers at 41%.

CBA Head of Foreign Exchange, International & Geoeconomics Joseph Capurso said this reflects the
appeal of offshore markets. "Foreign assets help Australian money managers meet their risk and return
objectives," Capurso said.

Property and infrastructure attract the heaviest and longest hedges, while higher-risk assets like hedge
funds and private equity combine high foreign exposure with much lower hedge ratios.

"In our view, the combination is consistent with a greater willingness to retain currency risk in higher-risk
investments," Capurso said.

The survey also found hedging behaviour varies significantly depending on how exposures are
managed, with more than half of money managers at least partly incorporating a total portfolio approach
alongside asset-class hedging.

"We see these results as helping to explain why a single asset-class hedge ratio is an incomplete guide
to currency risk management," Capurso said.



Corporates keep FX protection high

Among the 867 corporates surveyed, hedging participation rose for both importers (up to 87%) and
exporters (up to 73%), while businesses that both import and export edged down slightly to 78%.

Corporates still expect the Australian dollar to weaken over the coming year - to around 0.70 by end-
March 2027 and 0.68 by end-September 2027 - but the pace of decline has slowed since the July survey.

CBA Economist and Currency Strategist Carol Kong said the shift reflects recent currency resilience.

"The shift likely reflects the resilience of the Australian dollar during the survey period between mid-
August and mid-September, supported by a reassessment higher of Australian interest rates, a lift in
commodity prices and strong risk sentiment despite the unresolved Middle East conflict,” Kong said.

Business size remains the clearest divide in hedging behaviour. All businesses with turnover above $A4
billion hedge their FX exposure, with large corporates also using a broader toolkit, including options,
forwards and cross-currency swaps.

"Larger corporates make greater use of more sophisticated hedging instruments because they have
dedicated treasury functions, more complex funding requirements and broader risk management
capabilities," Kong noted.

On risk, concerns differ by trade profile: interest-rate changes lead among importers, while exporters are
far more focused offshore.

"US trade and tariff policy was the standout concern among exporters, cited by 29%, well ahead of the
other risks. The result likely reflects exporters' direct exposure to changes in market access, tariffs and
global trade flows," Kong said.

Businesses engaged in both importing and exporting were most concerned about Al and technological
disruption.

* Economy
* News

Newsroom

For the latest news and announcements from Commonwealth Bank.

Things you should know

The information presented is an extract of a Global Economic and Markets Research (GEMR) Economic
Insights report. GEMR is a business unit of the Commonwealth Bank of Australia ABN 48 123 123 124
AFSL 234945.

This extract provides only a summary of the named report. Please use the link provided to access the
full report, and view all relevant disclosures, analyst certifications and the independence statement.

The named report is not investment research and nor does it purport to make any recommendations.
Rather, the named report is for informational purposes only and is not to be relied upon for any
investment purposes.

This extract has been prepared without taking into account your objectives, financial situation (including
your capacity to bear loss), knowledge, experience or needs. It is not to be construed as an act of



solicitation, or an offer to buy or sell any financial products, or as a recommendation and/or investment
advice. You should not act on the information contained in this extract or named report. To the extent that
you choose to make any investment decision after reading this extract and/or named report you should
not rely on it but consider its appropriateness and suitability to your own objectives, financial situation
and needs, and, if appropriate, seek professional or independent financial advice, including tax and legal
advice.
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