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Chapter 7

FOREIGN TRADE AND HEDGING OF EXCHANGE 
RATE RISK: ANALYSIS OF TR33 REGION IN TURKEY1

Göksel KARAŞ 2
Hakan ÇELİKKOL3

INTRODUCTION

The effects of the uncertainties in foreign exchange rates on international trade 
have been discussed for many years. The fixed exchange rate system, which be-
gan with the Bretton Woods negotiations in 1944, was replaced by the global 
oil crisis and monetarist policy practices in 1973 to the floating exchange rate 
system. Since then, fluctuations in exchange rates have started and all firms, es-
pecially those who have direct foreign trade transactions in different countries, 
have faced the exchange rate risk.

Exchange rate risk is defined as the probability of change in assets, resources 
and cash flows of the firms in good or bad value due to unexpected changes in 
exchange rates in the future (Glaum, 1990). Exchange rate risk occurs in foreign 
trade transactions in foreign currency, in international financial transactions and 
foreign investments (Yıldız & Çiftci, 2011). The main reason for the exchange 
rate risk occurring in such transactions is the fact that receivables and debts are 
formed on different currencies and the amount of these receivables and debts are 
different from each other. From a broad perspective, the uncertainty and fluctua-
tions in the exchange rates are regarded as a factor that disrupts foreign trade by 
policymakers and the public (Straathof & Calio, 2012). However, the changes 
in the exchange rates may affect the firms that have foreign operations and thus 
foreign trade, but also all the activities of the domestic firms, positively or nega-
tively. For example, the effects of exchange rate fluctuations on energy prices and 
complementary sector or firm costs indirectly expose these firms which do not 
have a direct foreign trade transaction to the foreign exchange risk.
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In this study, knowledge and usage levels of the firms which have foreign 
trade transactions can be used for the exchange rate risk management are deter-
mined by the survey method applied in 91 firms operating in TR33 Region. As 
a result of the analysis, it was seen that almost all of the firms followed the ex-
change rates continuously during the day, but few of them had knowledge about 
the techniques that could be used in avoiding the damages caused by the changes 
in exchange rates and used them. Most firms follow exchange rates in the context 
of accounting for receivables and debts denominated in foreign currency, regard-
less of risk management. Findings reflect the situation of a limited number of 
large-scale firms operating in a specific region. Although it cannot be generalized 
for all firms across the country, it is accepted by everyone that the changes in 
exchange rates affect almost all firms, especially those dealing with foreign trade 
and that the risks arising from this change should be managed. For this reason, 
firms should not only follow exchange rates but also realize the foreign trade 
transactions through expert and experienced persons and thus try to minimize the 
losses caused by changes in exchange rates. However, to achieve the expected 
benefits from the use of these techniques, it should be noted that macroeconom-
ic indicators such as international developments, inflation and interest rates, the 
balance of payments deficits, foreign exchange supply and demand should be 
closely and carefully monitored.

It is thought that the study will contribute to similar empirical research in dif-
ferent scales, firms, countries, regions or sectors.

REFERENCES
Abbott A., Darnell, A. C. & Evans, L. (2001). The Influence of Exchange Ratevariability 

on UK Exports. Applied Economic Letters, 8, 47–49.
Abrams, R. K. (1980) International Trade Flows Under Flexible Exchange Rates. Econo-

mic Review, 3(65), 3-10.
Achy, L. & Sekkat, K. (2001). The European Single Currency and MENA’s Exports to 

Europe. Review of Development Economics, 7, 563–82.
Akhtar, M. A. & Hilton, R. S. (1984). Effects of Exchange Rate Uncertainty on German 

and U.S. Trade. Federal Reserve Bank of New York Quarterly Review, 9, 7-16.
Alptekin, V. (2009). Türkiye’de Dış Ticaret – Reel Döviz Kuru İlişkisi: Verktör Oto-

regresyon (VAR) Analizi Yardımyla Sınanması. Selçuk Üniversitesi Sosyal Bilimler 
Enstitüsü, Yayımlanmamış Doktora Tezi, Konya.

Arize, A. C. (1994). Cointegration Test of a Long-Run Relation between the Real Effecti-
ve Exchange Rate and the Trade Balance. International Economic Journal, 3(8), 1-9.

Bari, B. & Togba, E. D. (2017). The Effect of Foreign Exchange and Real Exchange 
Rate on Foreign Trade in Liberia: An Application of Autoregressive Distributed Lag 
(ARDL) Approach. Int. Eco. Res., 4(8), 20-44.

Barışık, S. & Demircioğlu, E. (2006). Türkiye’de Döviz Kuru Rejimi, Konvertibilite, 



Finance and Accounting I

- 100 -

İhracat-İthalat İlişkisi (1980-2001). ZKÜ Sosyal Bilimler Dergisi, 3(2), 71-84.
Bouoiyour, J. & Selmi, R. (2016). A Synthesis of the Effects of Exchange Rate Volatility 

on International Trade: A Meta-Regression Analysis. The International Trade Jour-
nal, 4(30), 263-294.

Brada, J. C., Kutan, A. M. & Zhou, S. (1997). The Exchange Rate and the Balance of 
Trade: The Turkish Experience. Journal of Development Studies, 5(33), 675-692.

Cergibozan, R. & Ari, A. (2018). The exchange regime and trade balance in Turkey. The 
International Trade Journal, 4(32), 363-387.

Fountas, S. & Aristotelous, K. (2003). Does the Exchange Rate Regime Affect Export Vo-
lume? Evidence from Bilateral Exports in US–UK Trade: 1900–98. The Manchester 
School, 71, 51-64.

Franke, G. (1991). Exchange Rate Volatility and International Trading Strategy. Journal 
of International Money and Finance, 10(June), 292-307.

Glaum, M. (1990). Strategic Management of Exchange Rate Risk. Long Range Planning, 
4(23), 65-72.

Gogtay, N.J. & Thatte, U.M. (2017). Principles of Correlation Analysis. Journal of The 
Association of Physicians of India, 65, 78-81.

Haile, G. M. & Pugh, G. (2011). Does Exchange Rate Volatility Discourage International 
Trade? A Meta-Regression Analysis. The Journal of International Trade and Econo-
mic Development, 20, 1-30.

Israel, G. D. (1992). Determining Sample Size. Fact Sheet PEOD-6.
Karagöz, M. & Doğan, Ç. (2005). Döviz Kuru Dış Ticaret İlişkisi: Türkiye Örneği. Fırat 

Üniversitesi Sosyal Bilimler Dergisi, 2(15), 219-228.
Korkmaz, T. & Çevik, E. İ. (2013). Türkiye’de Uygulanan Döviz Kuru Politikalarının Dış 

Ticaret ve Temel Makroekonomik Değişkenler Üzerindeki Etkisi: 2003-2012 Döne-
mi. Bursa Sanayicileri ve İşadamları Derneği (BUSIAD) Raporu, Bursa.

Köse, N., Ay, A. & Topallı, N. (2008). Döviz Kuru Oynaklığının İhracata Etkisi: Türkiye 
Örneği (1995-2008). Gazi Üniversitesi İktisadi ve İdari Bilimler Fakültesi Dergisi, 
2(10), 25-45.

Krueger, A. O. (1966). Some Economic Costs of Exchange Control: The Turkish Case. 
Journal of Political Economy, 5(74), 466-480.

Kula, V. (2002). İşletmelerde Döviz Kuru Riski Algılaması ve Yönetimi: Afyon’da Yer-
leşik İşletmeler Üzerine Bir Araştırma. Afyon Kocatepe Üniversitesi İktisadi ve İdari 
Bilimler Fakültesi Dergisi, 1(4), 33-49.

Lei, L. & Niannian, M. (2007). Foreign Exchange Risk Management in Multinationals: 
An Empirical Investigation on China, Japan and US. Umea School of Business and 
Economics, (01.10.2017 http://people.hofstra.edu/K_G_Viswanathan/Research/
MNC1.pdf).

Malindretos, J. & Tsanacas, D. (1995). Hedging Preferences and Foreign Exchange 
Exposure Management. Multinational Business Review, 56-64.

Marshall, A. P. (2000). Foreign exchange risk management in UK, USA and Asia Pacific 
multinational firms. Journal of Multinational Financial Management, 10(2000), 185-
211.

Papaioannou, M. (2006). Exchange Rate Risk Measurement and Management: Issues and 
Approaches for Firms. IMF Working Paper WP/06/255.

Sarstedt, M. & Mooi, E. (2014). A Concise Guide to Market Research, Regression Analy-
sis. Springer Texts in Business and Economics.

Somekh, B. & Lewin, C. (2005). Research Methods In The Social Sciences, London: 



Finance and Accounting I

- 101 -

Sage Publications.
Stokman, A. C. J. (1995). Effect of Exchange Rate Risk on Intra-EC Trade. De Econo-

mist, 143, 41-54.
Straarhof, B. & Calio, P. (2012). Currency derivatives and the disconnection between 

exchange rate volatility and international trade. CPB Discussion Paper 203.
Stucka, T. P. (2004). The Effects of Exchange Rate Change on the Trade Balance in Cro-

atia. IMF Working Paper 04/65, Washington.
Taber, K. S. (2017). The Use of Cronbach’s Alpha When Developing and Reporting 

Research Instruments in Science Education. Res Sci Educ., (10.10.2018 https://doi.
org/10.1007/s11165-016-9602-2).

Tarı, R. & Yıldırım, D. Ç. (2009). Döviz Kuru Belirsizliğinin İhracata Etkisi: Türkiye İçin 
Bir Uygulama. Celal Bayar Üniversitesi İİBF Yönetim ve Ekonomi Dergisi, 2(16), 
95-105.

Thursby, J. G. & Thursby, M. C. (1987). Bilateral trade flows, the Linder hypothesis and 
exchange risk. Review of Economics and Statistics, 3(69), 488-495.

Turkstat, (5.10.2018 http://www.turkstat.gov.tr/).
Vergil, H. & Erdoğan, S. (2009). Döviz Kuru-Ticaret İlişkisi Türkiye Örneği. ZKU Sosyal 

Bilimler Dergisi, 9(5), 35-57.
Yamak, R. & Korkmaz, A. (2005). Reel Döviz Kuru ve Dış Ticaret Dengesi İlişkisi. İstan-

bul Üniversitesi İktisat Fakültesi Ekonometri ve İstatistik Dergisi, 1(2), 11-29.
Yıldız, R. & Çiftci, F. (2011). Bankacılıkta ve Dış Ticarette Döviz Kuru Riskine Karşı 

Korunma: Hedging İşlemleri. Geliştirilmiş 2. Baskı, Ankara: Detay Yayınları.
Yücel, A. T. (1996). Türkiye’deki İşletmelerin Döviz Kuru Riski Yönetimi Uygulamaları. 

Dokuz Eylül Üniversitesi Sosyal Bilimler Enstitüsü, Yayımlanmamış Doktora Tezi, 
İzmir.

Zhang, Z. (1996). The Exchange Value of The Renminbi and China’s Balance of Trade: 
An Empirical Study. NBER Working Paper No: 5771.




