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Highlights:

We analyze the effects of executive pension—based compensation on FX exposures
We study pension plans for 272 of the largest U.S. firms over a ten-year period
The relation between pension-based compensation and FX exposures is negative
Results are strongest when sample firms are close to financial distress

ABSTRACT

Using a hand-collected executive compensation database of 272 large U.S. firms from 2000 to
2009, we present the first study of its kind to analyze the effects of executive pension—based
compensation on foreign exchange exposure. We find evidence that higher executive pension
compensation results in lower foreign exchange exposure among our sample firms, an effect that
is strongest when sample firms are closest to bankruptcy. Our results have important
implications for the structuring of managerial compensation contracts for multinational firms.
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