Currency
management

Manage complex currency

Russell
p/.) Investments

exposure needs in uncertain markets

Service summary

The challenge

Currency volatility in an international portfolio can sometimes swamp the return expected
from the underlying asset portfolio. Russell Investments has deep experience designing and
implementing cost effective currency management strategies with a goal to reduce
uncompensated risk. Currencies may also present opportunities to enhance the return of a
client’s total portfolio. Russell investments offers a broad suite of return-seeking currency

solutions.

As a global leader in the provision of currency management
strategies, Russell Investments has deep experience
meeting the needs of sophisticated institutional clients
globally. With US$63.8 / £46.7 / €52.1 billion in assets in
currency strategies?, we offer a full suite of currency
management solutions including passive, dynamic currency
strategies. In addition, we offer a unique pure-agency
currency execution service designed to reduce currency
execution costs, improve transparency and reduce
operational burden for clients.

Passive currency strategy

Exposure to assets denominated in a non-base currency
can introduce volatility. This currency volatility can be
significant and may potentially overwhelm the investment
gains in a client’s underlying portfolio. Many investors are
uncomfortable with this volatility and look to Russell
Investments for assistance in managing this risk. We have
been successfully helping clients since 1993 by offering a
passive currency management strategy. Over time we have
developed significant expertise and scale in our passive

1 Source: Russell Investments. Data as at 31 December 2020.

currency strategy including a suite of proprietary tools and
unique capabilities designed to meet the bespoke needs of
clients located in all major geographic regions around the
world.

A passive currency strategy identifies and applies a static
currency hedge ratio and is designed for the specific
exposures and base currency for each individual client.
Aspects such as liquidity management, tenor management,
counterparty credit exposure, proxy hedging, performance
attribution and regulatory reporting are all carefully designed
to meet the unique needs of each client.

Dynamic currency strategy

While our passive currency strategy is exclusively focused
upon reducing the risk associated with exposure to non-
base currency, our Dynamic Currency Strategy supports the
dual investor goals of risk reduction and return
enhancement. Russell Investments' Dynamic Currency
Strategy goes a long way to solving the conundrum of what,
when and how much currency exposure to hedge.
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As volatility increases in currency markets, we increasingly
see investors re-thinking their currency management
approaches, many are looking to address the dual goals of
risk-reduction and return enhancement. Russell
Investments’ Dynamic Currency Strategy was specifically
designed to address this need. The strategy supports
dynamic changes in a client’s currency hedge ratio informed
by inputs from a proprietary quantitative model. This model
was developed by the currency experts at Russell
Investments and incorporates signals focused upon the
three main drivers of expected return in currency markets:
Carry, Value and Trend. The dynamic currency strategy
looks for opportunities to raise expected returns and reduce
cash flow drawdown by maintaining or increasing hedges
on currencies experiencing declines while maintaining or
reducing hedges on currencies experiencing gains, relative
the unigue base currency of the client.

Agency FX trading

Unlike a principal trading provider, Russell Investments
does not have a proprietary trading book. Our currency
management strategies are supported by an Agency
Foreign Exchange (FX) trading approach, where liquidity

providers compete for our order flow and we pass execution
benefits directly to you, including savings related to reduced
bid/ask spreads, market impact and custodian charges.
Acting on your behalf, we:

Reduce costs by netting your transactions and trading
as an agent

Improve transparency by time stamping every
transaction and showing the cost of execution

Align our interests with yours by acting as a fiduciary

Manage counterparty risk by trading with over 20 banks

In addition, you can take advantage of our foreign currency
trading services whether you handle currency needs
internally or delegate them to your investment managers.

Employing an agent who is also a fiduciary has become
more important as courts and regulators have become less
patient with those who don’t manage all their costs —
including costs to trade foreign exchange — effectively.
Investors can help manage these legal and regulatory risks
by delegating responsibility to a currency trading agent who
is also a fiduciary.

Russell Investments was also an early signatory of the FX
Global Code which is a set of global principles of good
practice designed to promote integrity and the effective
functioning of the wholesale foreign exchange market.

Together or individually, these currency strategies are
designed to lower transaction costs, minimise risk and
reduce the operational burden of managing FX.
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Recognised leader in currency management

2019 Currency Manager of the year at the European Pensions Awards

Russell Investments was named the winner of the “Currency Manager of the Year” at the
2019 European Pensions Awards. Chosen among 12 finalists in this category, Pensions
Age and European Pensions cited Russell Investments’ “excellent commitment to

improving outcomes for both its clients and the wider industry, with its unrivalled ability to
manage currency risk, as well as reducing execution cost.

European Pensions

Call Russell Investments at +44(0)20 7024 6000 or visit russellinvestments.com

This material does not constitute an offer or invitation to anyone in any jurisdiction to invest in any Russell Investments
Investment product or use any Russell Investments Investment services where such offer or invitation is not lawful, or in which
the person making such offer or invitation is not qualified to do so, nor has it been prepared in connection with any such offer or
invitation.

Unless otherwise specified, Russell Investments is the source of all data. All information contained in this material is current at the
time of issue and, to the best of our knowledge, accurate. Any opinion expressed is that of Russell Investments, is not a
statement of fact, is subject to change and does not constitute investment advice. The value of investments and the income from
them can fall as well as rise and is not guaranteed. You may not get back the amount originally invested.

In the EU this marketing document has been issued by Russell Investments Ireland Limited. Company No. 213659. Registered in
Ireland with registered office at: 78 Sir John Rogerson’s Quay, Dublin 2, Ireland. Authorised and regulated by the Central Bank of
Ireland. In the UK this marketing document has been issued by Russell Investments Limited. Company No. 02086230.
Registered in England and Wales with registered office at: Rex House, 10 Regent Street, London SW1Y 4PE. Telephone +44
(0)20 7024 6000. Authorised and regulated by the Financial Conduct Authority, 12 Endeavour Square, London, E20 1JN. In the
Middle East this marketing document has been issued by Russell Investments Limited a Dubai International Financial Centre
company which is regulated by the Dubai Financial Services Authority at: Office 4, Level 1, Gate Village Building 3, DIFC, PO Box
506591, Dubai UAE. Telephone +971 4 578 7097. This material should only be marketed towards Professional Clients as defined
by the DFSA.
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