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China Southern Airlines Company Limited

Financial risk management policy

In the normal course of business, the Group is exposed to fluctuations in foreign currencies and jet fuel prices. The Group’s

exposure to foreign currencies is mainly attributable to its debts denominated in foreign currencies. Depreciation or appreciation

of the Renminbi against foreign currencies could affect the Group’s results and financial position significantly because the Group’s

foreign currency payments generally exceed its foreign currency receipts. The Group is not able to hedge its foreign currency

exposure effectively other than by retaining its foreign currency denominated earnings and receipts to the extent permitted by the

State Administration of Foreign Exchange, or subject to certain restrictive conditions, entering into forward foreign exchange contracts

with authorised PRC banks.

The Group is required to procure a majority of its jet fuel consumption domestically at PRC spot market prices. There are currently

no effective means available to the Group for managing its exposure associated with the fluctuations in domestic jet fuel prices.


