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I. Definition of hedging

* A hedge is used to reduce any
substantial losses/gains suffered by
an individual or an organization.

» Investors hedge one investment by
making another.
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2. ttedging in tourism

The deep economic meaning of the exchange rate can
fully be grasped when analyzing the strategic
content of the decisions of firms operating on the
international market. Those firms usually operate
on the currency market because they need a large
amount of foreign currency: banks satisfy such
requests through the opening of credit lines in
currency- TheCaseSolutions.com
To insure themselves against the risk of economic
loss due to unexpected changes in the exchange
rate, operators undertake hedging activity, both
firms and banks. When banks carry out their
intermediary services they buy important sums of
foreign currency and are thus interested in
hedging operations on their own account, and not
just to cover the clients’ demand.
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