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1. INTRODUCTION

The Gwynedd Pension Fund has a global investment portfolio and this is beneficial
in times of a weakened currency. During June 2022 UK sterling had fallen by 10%
compared to the US dollar, and by a further 17% during September 2022.

The Fund therefore needs to ensure that its protected from any future rises against
the sterling and therefore in conjunction with the Fund advisors, Hymans Robertson
have explored the possible impact of currency hedging.

2. CURRENCY HEDGING

The paper in Appendix 1 sets out the impact of currency hedging on the Fund in terms
of options, proportion and risks.

The proposed option available to the Fund is as follows:

e Hedge a proportion of the currency risk by switching BlackRock global equity
funds to currency hedged basis

This would hedge the currency risk of c40% of the Fund’s global equities allocation.
The hedge would need to be removed when the Sterling moves to within perhaps 20%
of its long-term average exchange rate. This would correspond to an exchange rate of
$1.30 to $1.35 (about 15% to 20% above current levels).

3. RECOMMENDATION

The Pensions Committee is asked to allow the Fund to perform currency hedging.



