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Summary

Forecasting models for exchange rates,
interest rates, or commodities show no
statistically significant predictive ability. They
are counterproductive for predicting the
future (see statistical analysis below).
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Common mistakes to avoid

= Choosing products that outperform in the scenario predicted by
analysts, as they carry a major risk in other cases;

* Determining a hedging date based on forecasted developments rather
than on the date the risk arises (for example) exposes one to losses;

= Setting an entry level based on the favorable level of forecasts can
lead to missed or poorly executed hedges.
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Retrospective Analysis of 12-Month Forecast
Errors on EURUSD

Significant Negative Errors Significant Positive Errors
6
= > .
(= Minor [Errors
S 4
2
S 3
A%,
a
2
1
0
- o > N> > — > — >N N> S B -~ > o
RV R ST S S S R D e
S S S S S S S S S S S S S S S
S B v A O v &SNy X
N N N RN S A S R S SRS OO S RS MRS MRS RS
NG NG NS NG N N

Erreur de prévision a 12 mois

*On the sample:
= Only 2 forecasts remained within +/-3 cents of the spot.
= 4 forecasts had an error greater than 20 cents.

= [n 17 out of 35 cases, the error was 210 cents.

Forecasts are based on a consensus of 50 market contributors.
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Retrospective analysis of forecast errors:
EURUSD

®Erreur a 3 mois ® Erreur a 6 mois ® Erreur a 12 mois ® Erreur initale
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Each colored box represents 50% of the forecasts.

= Ker

» finance

IUS




Essential points

Our recent study of 35 quarters of forecasts over
more than 15 years on EUR/USD highlights a
coefficient of determination (R?) of only 0.30.

Relying on these forecasts to implement hedges
(in particular, choosing an instrument that
outperforms other simple products in certain
market scenarios) can lead to significant losses or
missed gains when the forecasts prove incorrect.
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Recommended approach for
budget rates

= Opt for forward rates (or a mix of forward rates and
option rates net of premium) as the main basis for
the currency budget.

= Hedge the most likely portion of the foreign
exchange risk exposure when preparing the budget,
in order to limit the impact of currency fluctuations
and ensure better financial stability.

= The hedging horizon (6 months, 12 months, 18
months or more) should take into account the
operational needs of the company.
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Informations

KERIUS Finance
Suisse SARL

75006 Paris, France Chemin de Blandonnet 2,

KERIUS Finance SAS

17 rue Dupin,

1214 Vernier - Geneve, Suisse
Tel: +33 1 83 62 27 61

RC Paris: 520 300 948 Tel : + 41 22 566 40 52

Registered with the Single Register of Insurance, Banking and RC Geneve IDE CHE-460.735.969
Finance Intermediaries (ORIAS) under number 13000716 for activities Federal number: CH-660-2330011-1

as a Financial Investment Advisor, and registered with the National
Association of Financial Advisors (CIF), an association approved by
the Financial Markets Authority (AMF).

Sébastien Rouzaire :
Solal Huard :
Marion Dondin :


mailto:s.rouzaire@kerius-finance.com
mailto:s.huard@kerius-finance.com
mailto:m.dondin@kerius-finance.com
mailto:s.rouzaire@kerius-finance.com
mailto:s.huard@kerius-finance.com
mailto:m.dondin@kerius-finance.com

	Diapositive 1
	Diapositive 2
	Diapositive 3
	Diapositive 4
	Diapositive 5
	Diapositive 6
	Diapositive 7

