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Reasons to Consider Interest Rate Hedginc 24 July 2024

Companies with inferest rate exposure can reduce risk by Capitalising on
Mmarket expectations of rate cuts.

The prevalling interest rate swap market is providing the best opportunity to lock-in interest rates
since December 2023. As seen In December, the market overstated the expectation of rate
cuts, none of which have come 1o pass as yet. Companies that took advantage of these low
swap rates in December continue 1o enjoy positive cash flows on every JIBAR Interest rate reset.

Charts and Data Reflecting the opportunity In the local interest rate market:
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From a fiming point of view the
chart alongside shows the pre-
mium or discount for hedging

when compared fo the 3M
JIBAR rafte.

COST/BENEFIT OF INTEREST RATE
HEDGING

When we compare the interest
rate cuts implied In the current
vield curve (yellow line) to the
upcoming MPC meetings (Blue
INne) we see that:

- It the MPC cuts at every
second meefing from Sept on-
wards, we will achieve a 7%
REPO rate In 21 months. The
grapn snows that the corporate
IS better off fixing at the current
available rates.

- It the MPC cuts faster than
every second meeting then the
corporate Is better off staying
floating.
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Bastion 1s available to assist you In implementing your hedging strategies, offering improvea
oricing and decision-making for your interest rate and foreign exchange hedging needs

Please reach out 10:

Craig Williamson : craig@pastionadvisory.co.za 0825663463
Jayson Dunne : Jayson@bastionadvisory.co.za 0829001561
Jacques Mol : Jacques@bastionadvisory.co.za 0829001561
John Van Tubbergh: John@bastionadvisory.co.za 0832873177



