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SOME ASPECTS OF FOREIGN EXCHANGE RISK
MANAGEMENT IN GEORGIA
(Recommendations to the Customers of Commercial Bank)

Abstract

Nana Shonia

There are certain risks associated with any bank product. Analyzing and

evaluating the risks will definitely help the customers to make rational decisions,
especially in case of deposits and/or loans. Foreign exchange risk belongs to
such category.

Our study has shown that in Georgia only a few commercial banks offer the
tools for foreign exchange risk management to their customers. In particular: JSC
‘TBC Bank’, JSC ‘Bank Republic’, JSC ‘VTB Bank Georgia’ and JSC ‘Bank
of Georgia’. Respectively, the number of the real users is very small. During the
research two main reasons were outlined — the information vacuum concerning
the main point and management (hedging) of foreign exchange risks and the
cost of hedging.

Based on the abovementioned, in order to protect the interests of customers
it is necessary to:

1.  provide a customer with the detailed information about foreign exchange
risks and their management;

2.  introduce deposit insurance system in Georgia;

3. feasibly lower the cost of bank loans.

Recommendations to the customers of commercial banks:

1.  before deciding to buy any bank product, it is necessary to analyze the
types of risks involved;

2.  itis better to pay more and enjoy the benefits of foreign exchange risk
hedging, since we live in Georgia where the only legal means for the payment is
its national currency - the GEL.
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