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Abstract:

The aim of the research is to study the extent to which current
hedge accounting mechanisms accurately represent market risk
management activities in financial statements and to identify the

difficulties that hinder hedge accounting from achieving this objective.

The research concluded that for micro hedging or hedging an
individual item, current hedge accounting mechanisms focus on
providing information either about hedging against the risk of changes
in fair value or hedging against the risk of fluctuations in cash flows.
However, for macro hedging or hedging a portfolio of financial assets or
liabilities against interest rate risk, current hedge accounting
mechanisms concentrate solely on providing information about fair
value and do not present information about hedging against cash flow
volatility, despite the objective of hedging being to reduce both cash flow
and fair value volatility.

The research also found that the rules for preparing and
presenting financial statements that Egyptian banks adhere to, issued
by the Central Bank, have overlooked macro hedge accounting or
portfolio hedge accounting. This means that the current mechanisms
applied by Egyptian banks do not accurately represent risk
management activities in the financial statements.

Finally, the research concluded that current hedge accounting
requirements lead to an indirect representation of hedging, failing to
portray the dynamic risk management activities. They do not provide a
complete picture of the institution's exposure to managed risks. In fact,
these mechanisms are often used to address fluctuations in profit and
loss rather than to represent risk management activities themselves in
the financial statements.

Key words: Hedge Accounting, Risk Management, Market Risk
Management.
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