While the above arguments against corporate risk management may be valid in a “perfect” capital market, one can make a case for it based on various market imperfections.

1. Information asymmetry: Management knows about the firm’s exposure position much better than shareholders. Thus, the management of the firm, not its shareholders, should manage exchange exposure.

2. Differential transaction costs: The firm is in a position to acquire low-cost hedge, transaction costs for individual shareholders can be substantial. Also, the firm has hedging tools like the reinvoice center that are not available to the stockholders.
3. Default costs: If default costs are significant, corporate hedging would be justifiable because it will reduce the probability of default. Perception of reduced default risk, in turn, can lead to a better credit rating and lower costs
