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Abstract 
Exchange rate risk is one of the main risks faced by foreign trade enterprises. Foreign 
trade enterprises should pay attention to the management of exchange rate risk in 
operation and management. However, due to various reasons, most small and medium-
sized foreign trade enterprises still have many problems in the field of exchange rate 
risk management, and most enterprises have not formed an exchange rate risk 
management system. With the increase of international trade transactions, foreign trade 
enterprises are facing a further increase in exchange rate risk. Small and medium-sized 
foreign trade enterprises should combine their own situation, take multiple measures, 
integrate exchange rate risk management into their management system, and constantly 
improve the exchange rate risk management system. 
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1. Introduction 

With the deepening of reform and opening up, more and more small and medium-sized 
enterprises go abroad to carry out transnational foreign trade business. As foreign trade needs 
to be settled in multiple currencies and involves multiple currencies, foreign trade enterprises 
need to pay special attention to the management and control of exchange rate risks in addition 
to the management ability possessed by ordinary enterprises. There are many factors 
influencing the exchange rate. In the short run, it is mainly the balance of international 
payments, and in the long run, it is mainly the inflation rate and economic growth rate. At the 
same time, there are also political factors, psychological factors and other factors jointly 
affecting the exchange rate. Therefore, small and medium-sized foreign trade enterprises 
should combine these factors to avoid and prevent exchange rate risks. 

2. The Importance of Managing and Controlling Exchange Rate Risk 

With the continuous increase of foreign trade activities, foreign trade risks are also increasing 
accordingly. In the fierce competition situation, it is necessary for foreign trade enterprises to 
take corresponding measures to prevent the possible loss caused by international trade risks. 
Exchange rate risk is one of the main risks in international trade. If the exchange rate risk is not 
well managed, the interests of enterprises are easy to suffer losses. The management process 
of exchange rate risk mainly includes risk identification, prevention and avoidance. In the early 
stage of exchange rate risk, we can take effective regulatory measures to identify risks and find 
out potential exchange rate risks. Risk prevention is to predict the adverse factors that may 
appear in the process of work and formulate corresponding preventive countermeasures. Risk 
aversion is a more proactive strategy to avoid risk. Effective management and control of 
exchange rate risks can reduce the losses of small and medium-sized foreign trade enterprises 
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in transactions, bring greater economic profits for enterprises, reduce economic risks, and 
prevent the interests of enterprises from being damaged. 

3. Problems in Exchange Rate Risk Management of Small and Medium-
sized Foreign Trade Enterprises 

3.1. The Enterprise Exchange Rate Risk Management System is Not Perfect 
Most small and medium-sized foreign trade enterprises do not set up special exchange rate risk 
management departments, and few have staff specializing in exchange rate risk management. 
The management of exchange rate risk involves many links, including the cost accounting of 
related products, the signing of trade orders, the management of accounts and the choice of 
foreign exchange derivatives, etc., which requires foreign trade enterprises to establish a 
complete and sound exchange rate management system and equip professional exchange rate 
risk management personnel. Only in this way can fine management of each link be ensured, so 
that exchange rate managers can timely understand and master the amount and duration of 
foreign exchange exposure, predict the trend of exchange rate changes, and formulate effective 
plans and take corresponding measures to prevent possible exchange rate risks. 

3.2. Enterprises have Insufficient Awareness of Exchange Rate Risk 
Management Products 

According to the Foreign exchange market transaction data of the State Administration of 
Foreign Exchange in 2021, more than 70 percent of banks' total transactions are spot foreign 
exchange transactions, while only about 30 percent are transactions in other foreign exchange 
products. Foreign trade enterprises mainly trade foreign exchange products in the bank, the 
bank is the main medium for foreign trade enterprises to carry out exchange rate risk 
management. However, the trading volume of foreign exchange derivatives in banks is small, 
and most of them are forward products, and the variety of trading products is single, which is 
not conducive to the exchange rate risk management of foreign trade enterprises. This is mainly 
caused by small and medium-sized foreign trade enterprises' lack of awareness of exchange 
rate risk management products, which makes it difficult for enterprises to choose appropriate 
foreign exchange derivatives for exchange rate risk management according to their actual 
situation. 

3.3. Financial Hedging Services Do Not Match Enterprise Needs 
At present, the development of exchange rate hedging products is only carried out by 
specialized personnel in some provincial branches of state-owned banks, and the target of 
promotion is mainly large enterprises, while most small and medium-sized foreign trade 
enterprises only have non-professional personnel for the connection, which greatly reduces the 
financial services for small and medium-sized enterprises. At the same time, banks' efforts to 
publicize exchange rate hedging products are also at a low level, mainly through traditional 
media such as distributing brochures and broadcasting videos. Small and medium-sized foreign 
trade enterprises have limited information sources and understanding of their products, and 
information asymmetry makes it difficult for small and medium-sized enterprises to meet their 
needs for financial hedging services. 

3.4. Outdated Concepts of Exchange Rate Risk Management of Enterprises 
Before 2005, due to the long-term implementation of China's managed floating exchange rate 
system, the RMB exchange rate has been stable. Domestic foreign trade enterprises mainly 
settle their transactions in DOLLARS, seldom taking into account the impact of exchange rate 
changes. As a result, foreign trade enterprises rely on stable exchange rate and do not have the 
consciousness of actively managing exchange rate risks. However, the trend of RMB exchange 
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rate rose later, and the management of enterprises lacked the awareness and knowledge of 
exchange rate risk management, which led to the occurrence of exchange rate risks all the time 
and adversely affected the stability of enterprises. All these are caused by the outdated concept 
of exchange rate risk management. 

4. Suggestions on Exchange Rate Risk Management for Small and Medium-
sized Foreign Trade Enterprises 

4.1. Establish and Improve Exchange Rate Risk Management System 
Exchange rate risk management is of great significance to foreign trade enterprises, so it is 
necessary to establish exchange rate risk management system and carry out scientific exchange 
rate risk management. Foreign trade enterprises can predict, prevent and avoid exchange rate 
risks by using the exchange rate risk management system, so as to reduce or even eliminate the 
possible losses caused by exchange rate risks, which is conducive to maintaining the stability 
of enterprises. Managers of enterprises should also be aware of the exchange rate risks they 
may face, pay close attention to the trend of exchange rate changes in real time and prepare 
corresponding countermeasures. 

4.2. Cultivate Professionals in Exchange Rate Risk Management 
Salesmen and financial personnel in small and medium-sized foreign trade enterprises are the 
main components of personnel composition. Due to the small scale of enterprises, most 
enterprises do not employ professional risk management personnel. The lack of professional 
exchange rate risk management personnel is the main obstacle to prevent small and medium-
sized foreign trade enterprises from carrying out systematic exchange rate risk management. 
Exchange rate risk management need professional talent, so the enterprise should pay 
attention to when recruiting whether apply for personnel with professional knowledge of the 
exchange rate risk management, and actively cultivate the enterprise internal management 
personnel's knowledge of the risk management, make the exchange rate risk management 
professionals, strengthen talent team, the implementation of the power exchange rate risk 
management strategy. 

4.3. Actively Seek to Establish Cooperative Relationship with Banks 
Small and medium-sized foreign trade enterprises due to their small scale, it is difficult to have 
the conditions to establish a separate risk management department, so the establishment of 
cooperation with banks to jointly carry out risk management is a good way for small and 
medium-sized foreign trade enterprises. Enterprises can use professional financial instruments 
and foreign exchange financial products of banks to manage and control exchange rate risks. At 
the same time, the professional staff of the bank can also be invited to train the internal staff of 
the enterprise on risk management, so as to improve their awareness of risk management. 

5. Conclusion 

Under the trend of marketization of exchange rate, small and medium-sized foreign trade 
enterprises should enhance the consciousness of exchange rate risk management, constantly 
updating the concept of exchange rate risk management, flexible use of a variety of derivative 
financial instruments of foreign exchange, set up the system of exchange rate risk management, 
find and solve the problem of its existing efforts to enhance the management level of exchange 
rate risk. 
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