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1.

Purpose

This Product Disclosure Statement (PDS) is an important document containing information about Western Union International
Bank GmbH, Italy Branch’s (WUIB’s) Foreign Exchange Options products. WUIB is providing you with this PDS so that you receive
important information about its Options products including their benefits, risks and costs.
The purpose of this PDS is to provide you with sufficient information for you to determine whether an Options product meets your
needs and to ensure that you fully understand its features and possible outcomes.
Please read this PDS carefully before purchasing a product. In the event that you enter into an Options product you should keep
a copy of this PDS along with any associated documentation for future reference.
The information set out in this PDS is general in nature and has been prepared without taking into account your objectives, financial
situation or needs. Before purchasing any Options products you should consider whether it is appropriate, having regard to your
own objectives, financial situation and needs. This PDS does not constitute financial advice or a financial recommendation.
A Foreign Exchange Option product may be suitable for you if you have a very good level of understanding of foreign exchange
contracts and markets. If you are not confident about your understanding of these markets, we strongly suggest you seek
independent advice before making a decision about this product.
If you have any questions or need more information, please contact WUIB using the contact details set out on the next page of
this PDS.
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2.

Your Counterparty

Western Union International Bank GmbH, Italy Branch has approved and prepared this document and is your counterparty to the
financial products (foreign exchange option products) that are the subject of this document.
Western Union International Bank GmbH is an Austrian credit institution and operates in Italy through its branch.
Details of Branch in Italy:
Address: Via Virgilio Maroso n. 50, Rome, Italy 00142
Tel.: +39 (0)6 87 41 04 37
Fax: +39 (0)6 87 41 05 86
E-mail:italia@westernunion.com
Website: http://business.westernunion.it/
Corporate Headquarters:
Address: Schubertring 11, 1010 Vienna
Phone: +43 1 50 134 4556
Fax: +43 1 50 134 522
E-mail: AustriaOptions@westernunion.com
Website: http://business.westernunion.at/
License in Austria
Registered office in Vienna
Registering Court: Commercial Court Vienna
Managing Directors: Peter Bucher; Christian Hamberger
Chairman of the Supervisory Board: Christopher Fischer
Company Register Number: FN 256184 t
Commercial Court of Vienna, DVR: 2111221
Responsible supervisory authority in Austria
Austrian Financial Market Authority
A-1090 Vienna, Otto-Wagner-Platz 5

http://www.fma.gv.at
License in Italy
Registration Number with Companies Register of Rome and Tax Number: 13068651002
Branch manager: Christian Traversini
Responsible
supervisory
authority in Italy
Banca d’Italia
Via Nazionale n. 91
00184 Rome
Italy
http://www.bancaditalia.it
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3
3.1

Important Information
Copies

Copies of this PDS are available free of charge. To request a copy please contact us by email at: italia@westernunion.com or by
phone at: +39 (0)6 87 41 04 37. Copies are also available for download from our website at: [ ]
3.2

Updates

The information in this PDS is subject to change. WUIB will issue a supplementary or replacement PDS where new information
arises that is a correction, update or change to the information in this PDS.
If WUIB issues a supplementary or replacement PDS, WUIB will notify you by sending a written notice (which will contain a link to
the supplementary PDS or new PDS) to your email address as notified to us.
3.3

Cooling Off Periods

There are no cooling off periods for the products described in this PDS. This means that if you enter into an Option product, you
will not have a period of time during which you can decide to cancel the product. The Option product will be effective and binding
from the date on which WUIB accepts your order in accordance with WUIB's Terms and Conditions for Options.
3.4

Key Terms

Capitalised words used in this PDS, other than headings, have defined meanings. These meanings can be located in the Key
Terms in Section 10 of this PDS.

3.5

Disclaimer

The information set out in this PDS is general in nature and has been prepared without taking into account your objectives, financial
situation or needs. Before entering Option products, you should consider whether it is appropriate to do so, having regard to your
own objectives, financial situation and needs. This PDS does not constitute financial advice or a financial recommendation.
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4.

Vanilla Options

4.1

What is a Vanilla Option?

A Vanilla Option is an agreement between two parties (the buyer of the Vanilla Option – for this product type this will always be
you, the Customer - and the seller of the Vanilla Option which for this product type will always be WUIB) that gives the buyer the
right but not the obligation to buy (a Vanilla Call Option) or sell (a Vanilla Put Option) one currency in exchange for another currency
(Currency Couple) at an agreed exchange rate (the Strike Rate) on a predetermined date in the future (the Expiry Date).
The terms ‘buyer’ and ‘seller’ are used in the context of our Vanilla Option product to more clearly illustrate the mechanics of such
product.
4.2

How does it work?

When you, the buyer, enter into a Vanilla Option you nominate the Currency Couple, Strike Rate and Expiry Date. The currencies
that you wish to exchange must be acceptable to WUIB. WUIB only offers ‘European’ style Vanilla Options. This means that you
may only exercise the Vanilla Option on the Expiry Date. WUIB will calculate a premium which is payable by the buyer of the
Vanilla Option. If you are the buyer you will be required to pay the premium to WUIB within two business days of the Trade Date.
If you are the buyer of a Vanilla Option on the Expiry Date:
• If the prevailing Spot Rate is less favourable than the Strike Rate it will be more advantageous for you to exercise your right to
exchange the Currency Couple at the strike rate. You will then be required to settle the contract within two business days of the
Expiry Date.
• If the prevailing Spot Rate is more favourable than the Strike Rate it will be more advantageous for you to let the Option lapse.
This is because the Spot Rate on the day will provide you with a better rate of exchange than the Strike Rate. Accordingly you
may choose to exchange currencies at the Spot Rate.
4.3

Purpose of a Vanilla Option:

Vanilla Options enable the buyer to fix a known worst case exchange rate in advance of a chosen Expiry Date without forgoing
the ability to benefit should the market move in their favour.
4.4

Cost of a Vanilla Option:

In return for WUIB selling you a Vanilla Option, you pay WUIB a non-refundable premium. We calculate the premium on a
transaction-by-transaction basis and will provide you with calculation of premium before you enter into a Vanilla Option. We will
require the premium to be paid for each Vanilla Option we enter into with You.
The Premium can be paid in either EUR or in one of the currencies in the Currency Couple. Premiums are payable within 2
business days of the Trade Date. When calculating any Premium, WUIB takes into account several factors including:
•
•
•
•
•

The Strike Rate and the Expiry Date (Time to Maturity)
The amount of the Vanilla Option
Current market foreign exchange rates
The interest rates of the countries whose currencies are being exchanged
Market volatility

There are no transaction fees associated with the purchase of this type of product other than the premium as set out above. On
expiry, should you exercise the deal a telegraphic transfer fee may apply to the transfer of your funds.
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Should you wish to cancel the option, in certain circumstances, it may be possible – at WUIB´s discretion - to sell the contract back
to the market at the prevailing rate. You should note that the Premium that you initially paid for the option is not refundable.
As this option type places no obligation on You to trade there is no requirement for the payment of a deposit or margin at any
stage. There is only the requirement to pay the non-refundable Premium at the time of entering into the contract.
4.5

Advantages of a Vanilla Option

•

A Vanilla Option provides protection against adverse movements in the exchange rate during the term of the option.

•

Vanilla Options can be precisely tailored to your specific requirements as you are able to choose the Strike Rate, Expiry Date
and Contracted notional amount.

•

Unless you exercise your Vanilla Option you are not committed to exchange currencies. Consequently you are able to
participate in all favourable exchange rate movements.

4.6

Disadvantages of a Vanilla Option

•

An upfront premium is payable when you purchase your Vanilla Option. This premium is non-refundable regardless
of whether the option lapses or is terminated before the Expiry Date.

•

Depending on the market rate prevailing on the Expiry Date the total cost of the transaction (i.e. the cost of the
currency you are buying plus the premium you paid) may prove to be more expensive than an equivalent forward
contract or alternative hedging product might have been. This ‘total cost’ of hedging needs to be taken into account
when deciding whether or not to enter into this type of option contract

•

At the Expiry Date or upon cancellation of the Vanilla Option, movements in market exchange rates plus the passage
of time may result in the Option having a reduced value or even no value.

4.7

Settlement of a Vanilla Option

At the Expiry Time (usually 10AM in New York) on the Expiry Date, you will have the right, but no obligation to exchange the
Contracted notional value of currency at the Protected Rate. If the option expires ‘In-the-money’ (i.e. the Protected Rate is more
favourable to you than the prevailing Spot Rate at the Expiry Time on the Expiry Date) WUIB will automatically exercise the option
on your behalf and advise you of the fact as soon as possible afterwards. Please note, that this still does not place you under any
obligation to take up the trade. However, if do decide to take up the trade, you must advise us of your intentions with regards to
settlement on the same day.
If you choose not to exercise your right to exchange the Contracted notional at the Protected Rate for whatever reason, the option
will cease to exist at this time and no further action is required.
4.8

Examples

Example of a Vanilla Put Option used by an importer
An importer wishes to hedge USD against EUR for a six month future settlement date and wishes to protect himself against any
unfavourable exchange rate movements (fall in the EUR/USD rate) whilst benefiting from a favourable foreign exchange rate
movement (rise in the EUR/EUR rate).
The importer decides to buy a EUR/USD Vanilla Put Option from WUIB. This gives the importer the right, but not an obligation to
sell EUR and buy USD at a set rate on the Expiry Date.
The importer provides details of the relevant Expiry Date, strike rate, and the Contracted notional amount of EUR they wish to sell

5

or USD they wish to buy.
Assume the following conditions:
▪ the current Spot Rate is 1,3150 and the six month Forward rate is 1,3125;
▪ the strike rate is 1,3000. The strike rate is also known as the Worst Case rate;
▪ the Expiry Date is six months after the Trade date;
▪ the premium calculated by WUIB to be paid is equivalent to 2,5% of the Contracted notional amount. For example, if the
Contracted notional EUR amount is EUR 100.000, the premium will be EUR 2.500.
At the expiry time on the Expiry Date:
If the Spot Rate is at or below the strike rate of 1,3000, the importer may choose, but is not obliged, to exercise their right to sell
EUR and buy USD at the agreed strike rate of 1,3000 for delivery on the settlement date.
If, on the other hand, the Spot Rate is above the strike rate of 1,3000 the importer is free to let the Option lapse and buy the
required amount of USD at the prevailing Spot Rate.
Note: The examples are indicative only and the rates and other details used are not factual.
Example of a Vanilla Call Option used by an exporter
An importer wishes to hedge USD against EUR for a six month future settlement date and wishes to protect themselves against
any unfavourable exchange rate movements (rise in the EUR/USD) whilst benefiting from a favourable foreign exchange rate
movement (fall in the EUR/USD).
The exporter decides to buy a EUR/USD Vanilla Call Option. This will give the exporter the right, but no obligation to buy EUR and
sell USD for a set rate on the Expiry Date, if the exporter wants to.
The exporter provides details of the relevant Expiry Date, strike rate, the amount of USD.
Assume the following conditions:
▪ the current Spot Rate is 1,31500 and the six month Forward rate is 1,31250;
▪ the strike rate is 1,3300; The strike rate is also known as the Worst Case rate;
▪ Expiry Date is six months after Trade date;
▪ premium calculated by WUIB to be paid is equivalent to 2,3% of the Contracted notional amount of the contract. For example,
if the Contracted notional value is EUR 100.000, the premium will be EUR 2.300.
At the expiry time on the Expiry Date:
If the Spot Rate is at or above the strike rate of 1,3300, the exporter may choose, but is not obliged to exercise their right to
exchange USD for EUR at the agreed strike rate of 1,3300 for delivery on the settlement date.
If, on the other hand, the Spot Rate is below the strike rate of 1,3300 the exporter is free to allow the Option to lapse and then sell
the USD at the prevailing Spot Rate.
Note: The examples are indicative only and the rates and other details used are not factual.
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5.

Structured Options

What is a Structured Option?
A structured foreign exchange option is a term that describes a group of foreign exchange products that have been developed as
foreign exchange risk management alternatives to Forward Exchange Contracts and Vanilla Options.
A structured option (Structured Option) is an agreement to exchange a specified amount of one currency for another currency
at a Foreign Exchange Rate determined in accordance with the mechanisms set out in the structure at an agreed time (Expiry
Time) on an agreed date (Expiry Date). The exchange of currencies generally then takes place within two (2) clear business days
after the Expiry Date (Value Date).
The mechanism(s) for determining the applicable Foreign Exchange Rate and other conditions of a Structured Option will depend
on the particular product that you enter into. WUIB offers nine (9) Structured Options and the following information describes how
the Foreign Exchange Rate and conditions are determined in relation to each of these products.

5.1

How does a Structured Option work?

Also known as ‘zero cost’ or ‘zero premium’ options these structures typically involve the simultaneous purchase and sale of two or
more options. You buy the protection that you require with one option and in order to pay for it, instead of paying a premium, you
sell another option with an equivalent value to the other party. Whereas, with a vanilla option there will never be any obligation on
you to trade, when entering into a structured option, the option you sell confers a potential right to trade on the other party which
they may choose to exercise against you, if it is in their interests to do so. As a result, unlike a Vanilla Option, your ability to benefit
from favourable movements will be limited to a degree and, at expiry you may be left with an obligation to trade.
For the avoidance of doubt you, the client, will always be the buyer of a Structured Option regardless of the treatment of its constituent
parts. The risk from any option sale that takes place to create the given structure will be offset by the protection that you are buying.
You will never be selling an option in isolation. This means that your exposure to risk is known and quantifiable from the outset. It is
only WUIB that will sell any Vanilla or Structured Option. The terms ‘Buying’ and ‘Selling’ are used in the context of our Structured
Options products to more clearly illustrate the mechanics a particular Structured Option product.

5.2

Knock In & Knock Out Barriers, “Window Barriers” and “At Expiry Barriers”

A number of structured products involve the use of triggers or barriers (two names for the same thing). These are set at a given rate
and, should the underlying Spot Rate trade at or beyond the trigger/barrier during the observation period, will change the nature of
the structured product you have bought – usually by either placing you under, or freeing you from, the potential obligation to deal at
a given rate at expiry.
Typically, as the buyer of a zero cost structure you will be buying the right, but not the obligation to trade at the Protection Rate –
and then selling Knock In or Knock Out option(s) in order to offset the cost. In this case – a Knock In option remains dormant unless
the underlying rate trades at or beyond the barrier. If this does not happen, you will be under no obligation to deal at expiry. On the
other hand, if the barrier is breached, the option you have sold comes into force and may be exercised against you – depending on
the rate at expiry – meaning you may be obliged to deal at a given rate. A Knock Out option does the opposite – placing you under
an obligation to trade unless the underlying rate trades at or beyond the barrier – in which case you will be released from that
obligation.
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It is possible to vary the period during which these triggers/barriers are observed, but you should be aware that the default
position is for this to be the entire duration of the contract – in other words, the barrier is constantly observed. So, if your
option product does not specify ‘Window’ or ‘At Expiry’, then your barrier will be live throughout the contract. However,
you may instead choose to have the Knock In/ Knock Out barrier only be observed during a given period of time that is shorter
than the term of the contract or alternatively only at the Expiry Time on the Expiry Date. If the Knock In/Out /barrier is only observed
during a specified period during the term of the contract, (usually the final month) it is referred to as a Window Barrier. If the Knock
in/ Knock Out barrier is only observed at the Expiry Time on the Expiry Date, it is known as an At Expiry Barrier.
If a shorter observation period is nominated, the Spot Rate can trade at or beyond the Knock In/Knock Out barrier rate without you
being Knocked In or Knocked Out – provided that this takes place outside of the specified window period for a Window Barrier – or
prior to the expiry time on the Expiry Date for an At Expiry Barrier. For example, if you nominate a window that only encompasses
the “last day” of the contract, the Spot Rate would only be compared to the Knock In/Knock Out barrier rate from 10AM New York
time on the day before expiry until 10AM New York time on the Expiry Date to determine whether you are Knocked In or Knocked
Out. Alternatively, if you nominate an At Expiry Barrier, the Spot Rate would only be compared to the Knock In/Knock Out barrier
rate at precisely 10AM New York time on the Expiry Date to determine whether you are Knocked In or Knocked Out. Please note,
choosing a shorter observation period – as opposed to the default position of a constantly observed barrier – will often result in a
Knock In/ Knock Out rate and / or Protection Rate that is less favourable to you than if the Knock In/Knock Out barrier were observed
throughout the term of the contract.
Shorter Knock In and / or Knock Out observation periods are typically used on the following products:
Knock In
Knock In Collar
Knock In Convertible
Participating Knock In
Knock In Improver
Knock Out Reset
They may, however, be used on any product containing a Knock In or Knock Out barrier.
Please contact us for further details as to how we have incorporated barriers into our options and our policy regarding this.
5.3

Our Structured Options

The examples that are used within the description of each Structured Option product below are for information purposes only and
use rates and figures that we have selected to demonstrate how each product works. In order to assess the merits of any particular
Structured Option you should use the actual rates and figures quoted at the relevant time.
Moreover, all of the examples have been written from the perspective of an Italian Importer. We would be happy to discuss
alternatives to these examples with you.
We have prepared a series of videos that explain the various Structured Options we sell. These videos can be accessed from our
website at [ ].
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5.3.1

Collar

General Product Information
A collar (Collar) is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will be less
favourable than a nominated worst case rate known as the Protection Rate. It also gives you the opportunity to participate in
favourable movements in the Spot Exchange Rate between the Protection Rate and a given best case rate known as the
Participation Rate.
How a Collar Works
A Collar is structured by entering into two concurrent options. In the first you buy a Put Option from WUIB giving you the right, but
no obligation to sell the Contracted notional amount to WUIB at the Protection Rate. In the second you sell a corresponding Call
Option which will oblige you to exchange the Contracted notional amount with WUIB at the Participation Rate should the underlying
Spot Rate exceed that level at the expiry time on the Expiry Date.
A Collar always provides you with complete protection at the Protection Rate.
Example of a Collar
An Italian importer needs to sell USD 100.000 in 1 month. The current Spot Rate is 24,10 and the Forward Exchange Rate is 24,08.
The importer enters into a Collar with the following terms:
Protection Rate:
Participation Rate:
Expiry Date:

23,60
24,50
1 month

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate of 23,60 at expiry the importer will have the right, but no
obligation, to exercise his Put Option to buy EUR and sell USD 100.000 at 23,60 – his worst case rate.
• If the USD/EUR Spot Rate is trading between the Protection Rate and the Participation Rate the importer will be free to
let his option lapse and instead buy EUR and sell USD 100.000 at the prevailing Spot Rate; alternatively the importer may
choose to do nothing as there is no obligation on either party.
• If the Spot Rate is above the Participation Rate of 24,50 at expiry WUIB will exercise its Call Option and the importer will
be obliged to buy EUR and sell USD 100.000 at 24,50 – his best case rate.
For an Italian exporter, the outcomes are essentially the same, except the structure consists of buying a Call at the protection rate
(above the market) and selling a Put option at the Participation Rate (below the market).
Note: The examples are indicative only and the rates and other details used are not factual.

Advantages of a Collar
•
•

Ability to participate in favourable exchange rate movements as far as the Participation Rate.
Protection at all times at a known worst case exchange rate
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•

No premium payable

Disadvantages of a Collar
•
•

•

Participation in favourable movement is capped at a the best case or Participation rate, meaning you will not be
able to benefit should the Spot Rate be higher than that level at the Expiry Time on the Expiry Date.
If the Spot Rate moves significantly higher than the Participation rate prior to the Expiry Date, WUIB may require
you to make an advance partial prepayment/cash deposit (a Margin Call) to secure your out-of-the-money
position.
For more information on Margin Calls please see section 7 below and please refer to our explanatory pamphlet
on Margin Calls which is available on our website ([ ]) or which WUIB can provide to you on request.

We have prepared a short video that explains the Collar that we sell. This video can be accessed from our website at: [ ].
5.3.1.1

Leveraged Collar

General Product Information
A leveraged collar (Leveraged Collar) is a Structured Option which behaves in exactly the same way as the Collar structure above.
It allows you to protect against the risk that the Spot Exchange Rate will be less favourable than a nominated worst case rate known
as the Protection Rate. It also gives you the opportunity to participate in favourable movements in the Spot Exchange Rate between
the Protection Rate and a given best case rate known as the Participation Rate. However, in order to make the Protection Rate
and the Participation Rate more attractive at the outset, you agree that, should the underlying Spot Rate be more favourable than
the Participation Rate at expiry, you will be obliged to deal a larger amount at the Participation Rate - usually twice as much
as was protected at the Protection Rate.
Example of a Leveraged Collar
Using the same example as above, an Italian importer needs to sell USD100.000 in 1 month. The current Spot Rate is 24,10 and
the Forward Exchange Rate is 24,08.
The importer enters into a Leveraged Collar with the following terms:
Protected Amount
Leveraged Amount
Protection Rate:
Participation Rate:
Expiry Date:
Leverage:

USD 100.000
USD 200.000
23,80
25,00
1 month
2:1

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate of 23,80 at expiry the importer will have the right, but no
obligation, to exercise his Put Option to buy EUR and sell the Protected Amount of USD 100.000 at 23,80 – his worst
case rate.
• If the USD/EUR Spot Rate is trading between the Protection Rate and the Participation Rate the importer will be free to
let his option lapse and instead buy EUR and sell USD 100.000 at the prevailing Spot Rate; alternatively the importer may
choose to do nothing as there is no obligation on either party.
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•

If the Spot Rate is above the Participation Rate of 25,00 at expiry WUIB will exercise its Call Option and the importer will
be obliged to buy EUR and sell the Leveraged Amount of USD 200,000 at 25,00 – his best case rate.

Again, for an Italian exporter, the outcomes are essentially the same, except the structure consists of buying a Call at the protection
rate (above the market) and selling a Put option at the Participation Rate (below the market).
Additional Risks of a Leveraged Collar
• As well as the disadvantages listed above in section 5.3.1, the leveraged collar does not offer full protection. With
a non-leveraged collar if your requirement is USD 100.000, you hedge USD 100,000. With the leveraged variety, you
can either hedge USD 50.000 and potentially be obliged to deal the full USD 100.000 meaning you’ve only covered
half of your risk, or you can hedge USD 100.000 but risk being obliged to deal USD 200.000 which would exceed
your exposure and leave you over-hedged.
We have prepared a short video that explains the Leveraged Collar we sell. This video can be accessed from our website at: [ ].
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5.3.2

Participator

General Product Information
The Participator is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will be less
favourable than a nominated Foreign Exchange Rate (the Protection Rate). It also gives you the ability to participate in favourable
movements in the Spot Exchange Rate by allowing you to trade a portion of your exposure at a favourable Spot Rate should such
a rate be available at expiry.
How a Participator Works
In order to buy a Participator structured option, you enter into two concurrent trades. In the first you buy a Put Option from WUIB
giving you the right, but no obligation to sell the full Contracted notional amount of currency at the Protection Rate should the spot
price be less favourable than that level at the expiry time on the Expiry Date. This means you have complete protection at a known
worst case rate. In order to make the option structure ‘zero cost’ you also simultaneously sell a Call Option to WUIB which will oblige
you to trade a proportion of the Contracted notional value (usually 50%) at the Protection Rate should the Spot Rate be more
favourable than that level at the expiry time on the Expiry Date. In this instance you are then free to trade the remainder of the
Contracted notional value at the prevailing Spot Rate; so, if you are obliged to trade 50% at the protected rate and trade the rest at
spot you have benefited from 50% of the upside. This percentage is also known as the Participation Percentage.
Example of a Participator
An Italian importer needs to sell USD 100.000 in 1 month. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,08. The importer needs to outperform his budget rate at 23,30 but feels the USD/EUR Spot Rate is likely to move in his
favour and so wants to be able to benefit from this if he is proven right.
The importer enters into a Participating Option with the following terms:
Protection Rate:
Participation Percentage:
Expiry Date:

23,60
50%
1 month

The possible outcomes on expiry are as follows:
• If the Spot Rate is at or below the Protection Rate of 23,60 at expiry the importer will have the right, but no obligation to
exercise the Put Option to buy EUR and sell USD 100.000 at 23,60 – his worst case rate.
• If, however, the Spot Rate is above the Protection Rate at expiry WUIB will exercise the Call Option and the importer will
be obliged to buy EUR and sell USD 50.000 at 23,60, but is then free to trade the other USD 50.000 at the more favourable
Spot Rate. So, if the USD/EUR rate is trading at 25.50 at expiry, the importer will trade USD 50.000 at 25,50 and the other
USD 50.000 at 23,60 giving a net rate of 24,55
For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the full Contracted notional
at the Protection Rate and selling a Put Option for a proportion of the Contracted notional – giving the relevant Participation
Percentage.
Note: The examples are indicative only and the rates and other details used are not factual.
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Advantages of a Participator
•
•
•

There is the ability to partially participate in favourable exchange rate movements. The ‘upside’ is effectively unlimited,
although the buyer of this option will only benefit at the participation percentage.
There is protection at all times with a known worst case exchange rate.
No premium is payable.

Disadvantages of a Participator
•
•

•

The Protection Rate may be less advantageous than the rate applicable to a comparable Forward Exchange
Contract.
Part of your exposure must be traded at the Protection Rate at expiry. If the Spot Rate on the Expiry Date is more
advantageous than the Protection Rate you will be obliged to trade this proportion at a rate that is less
advantageous to you than if you were free to trade the entirety at the prevailing spot price.
If the Spot Rate significantly exceeds the Protection Rate prior to the Expiry Date WUIB may make a Margin Call
to secure your out-of-the-money position. For more information on Margin Calls please see Section 7 below and
please refer to our explanatory pamphlet on Margin Calls which is available on our website ([ ]) or which WUIB
can provide to you upon request.

We have prepared a short video that explains the Participator/Participating Forward that we sell. This video can be accessed from
our website at: [ ].
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5.3.3

Participating Collar

General Product Information
The Participating Collar is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will be less
favourable than a nominated Foreign Exchange Rate (the Protection Rate). It also gives you the ability to participate in favourable
movements in the Spot Exchange Rate on a portion of your exposure up to a pre-determined Participation Rate.
How a Participating Collar Works
A Participating Collar is structured by entering into three concurrent options. In the first you buy a Put Option from WUIB giving you
the right, but no obligation to sell the Contracted notional amount of currency to WUIB at the Protection Rate. In the second you sell
a Call Option to WUIB which will oblige you to sell a proportion of the Contracted notional value to WUIB at the Protection Rate. This
Call Option will be for a percentage of the Contracted notional amount of your Put Option - usually 50% - known as the Participation
Percentage. In the third option, you sell a second Call Option to WUIB at the Participation Rate. This third option may oblige you to
trade the remainder of the contract (the Contracted notional amount multiplied by the participation percentage) at the Participation
Rate if the spot price exceeds that level at the expiry time on the Expiry Date. This third option limits your ability to benefit from
favourable movements beyond the Participation Rate, but in exchange for this reduced ‘upside’ potential, you should be able to
achieve a more favourable Protection Rate or higher Participation Percentage.
Example of a Participating Collar
Using the same example as above, where an Italian importer needs to sell USD 100.000 in 1 month. The current USD/EUR Spot
Rate is 24.10 and the Forward Exchange Rate is 24,08. The importer’s budget rate has been revised up to 23,80 so a normal
Participator with a Protection Rate at 23,60 will no longer hedge his risk. He still feels the rate will move in his favour, but now
believes that the potential upside is not as great. He is therefore willing to forego some of his ability to benefit should the Spot Rate
climb drastically higher in exchange for a Protection Rate that matches his budget level.
The importer enters into a Participating Collar with the following terms:
Protection Rate:
Participation Rate:
Participation Percentage:
Expiry Date:

23,80
24,70
50%
1 month

The possible outcomes on expiry are as follows:
•
•

•

If the Spot Rate is below the Protection Rate of 23,80 at expiry the importer will have the right, but no obligation to
exercise his Put Option to buy EUR and sell USD 100.000 at 23,80 – his worst case rate.
If the Spot Rate is above the Protection Rate and below the Participation Rate at expiry WUIB will exercise its first
Call Option and the importer will be obliged to buy EUR and sell USD 50.000 at 23,80.The importer will then be able
to sell the remaining USD 50.000 at the more favourable Spot Rate giving him 50% participation in the upside.
If the Spot Rate is also above the Participation Rate at expiry WUIB will exercise both the first and second Call
Options. The importer will be obliged to buy EUR and sell USD 50.000 at 24,70, and then also sell the remaining
USD 50.000 at 23,80 – giving a net rate of 24,25 to buy EUR and sell USD 100.000 – his best case rate.

For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the full Contracted amount
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at the Protection Rate and selling two Put Options for a proportion of the Contracted Amount.
Note: The examples are indicative only and the rates and other details used are not factual.

Advantages of a Participating Collar
•
•
•
•

This product offers the ability to partially participate in favourable exchange rate movements on the participating portion,
up to the Participation Rate.
There is protection at all times with a known ‘worst case’ Protection Rate.
The Protection Rate is more favourable than the rate applicable to a comparable Participator Option.
No premium is payable.

Disadvantages of a Participating Collar
•
•

•

•

The Protection Rate may be less advantageous than the rate applicable to a comparable Forward Exchange
Contract.
Part of your exposure must be traded at the Protection Rate on expiry. If the Spot Rate on the Expiry Date is more
advantageous than the Protection Rate you will be obliged to trade this portion at the Protection Rate which is
less advantageous to you.
If the Spot Rate on expiry is above the Participation Rate you will be obliged to trade half at the Protection rate
and half at the Participation Rate – giving a net price between those two levels that is less advantageous to you
than if you were free to trade at spot.
If the Spot Rate exceeds the Participation Rate by a sufficient degree prior to the Expiry Date WUIB may require
you to make a Margin Call to secure your out-of-the money position. For more information on Margin Calls please
see Section 7 below and please refer to our explanatory pamphlet on Margin Calls which is available on our
website ([ ]) or which WUIB can provide to you upon request.
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5.3.4

Knock In

General Product Information
The Knock In is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will be less favourable
than a nominated Foreign Exchange Rate (the Protection Rate) whilst giving you the potential to take advantage of favourable
currency movements to a Knock In Rate. If the Spot Rate trades at or above the Knock In Rate at any time before the Expiry Date
you will be obliged to trade at the Protection Rate on the Expiry Date.
Please note – this product is sometimes also known as a Forward Extra or Forward Plus.
How a Knock In Works
A Knock In is structured by entering into two concurrent options. In the first you buy a Put Option from WUIB which will give you the
right, but no obligation to sell the Contracted notional sum to WUIB at the Protection Rate. In the second you sell a Call Option to
WUIB at the Protection Rate, but with a barrier at the Knock In Rate. This option remains dormant and cannot be exercised against
you unless the underlying Spot Rate trades at or beyond the barrier at the Knock In Rate at any point during the life of the contract.
If the market does trade at or beyond the Knock In rate, the Call option is activated and, at the expiry time on the Expiry Date, you
will be obliged to sell the Contracted notional value to WUIB at the Protected Rate.
Example of a Knock In
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer has a budget rate at 23,60 and can’t afford for the rate to slip below that level. However, market opinion
is that the USD/EUR Spot Rate should recover back above 24,30 so the importer is reluctant to limit his ability to benefit should this
happen.
The importer therefore enters into a Knock In Option with the following terms:
Protection Rate
Knock In Rate
Expiry Date
Knock In Rate Observed

23,90
24,90
3 months
Constantly

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate at 23,90, the importer will have the right, but no obligation
to buy EUR and sell USD 100.000 at 23,90 – his worst case rate.
• If the USD/EUR Spot Rate is above 23,90 and has not traded at or beyond the Knock In Rate at 24,90 at any time during
the life of the contract, the importer will be free to let his option lapse and instead trade at the prevailing Spot Rate, which
could theoretically, be as high as 24,89.
• If the USD/EUR Spot Rate has traded at or above 24,90 at any time during the life of the contract the barrier at the Knock
In rate will be activated and WUIB will exercise its call option, obliging the client to buy EUR and sell USD 100.000 at the
Protection rate of 23,90 – the worst case rate.
For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the Contracted amount
at the Protection Rate and selling a Put Option for the same amount at the Protection Rate with a barrier at the Knock In Rate.
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Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock In
•
•
•

Ability to participate 100% in favourable exchange rate movements as far as the Knock In Rate.
Protection at all time with a known worst case rate
No premium payable.

Disadvantages of a Knock In
•
•

•

The Protection rate is less advantageous than the comparable Forward Exchange Rate would have been at the
time of entering the contract.
If the barrier at the Knock In Rate is observed during the life of the contract and the rate remains higher than the
Protection Rate at the Expiry Date you will be obliged to trade at the Protection Rate which may seem much less
favourable than the prevailing Spot Rate at that time.
If the Knock In Rate is observed and the Spot Rate continues to exceed the Protection Rate prior to the Expiry
Date WUIB may require you to make a Margin Call to secure your out-of-the money position. For more
information on Margin Calls please see Section 7 below and please refer to our explanatory pamphlets on Margin
Calls which is available on our website ([ ]) or which WUIB can provide to you upon request.

We have prepared a short video that explains the Knock-In that we sell. This video can be accessed from our website at [ ].
5.3.4.1

Knock In – Window

The Knock In – Window differs from the standard Knock In by having the barrier only observed during a specified observation period
or window. This is often, but not necessarily always, the month before expiry. The barrier is only live during this period so the market
can exceed the barrier level outside the window period with no effect on the option. In exchange for having a reduced observation
period, the protection rate and / or barrier level may be less favourable than with a standard Knock In.

5.3.4.2

Knock In – At Expiry

The Knock In – At Expiry differs from the standard Knock In by having the barrier only observed on expiry. This means that the
market can exceed the barrier level at any point up to, but not including, the point of expiry with no effect on the option. In exchange
for having the barrier only observed at the point of expiry, the protection rate and / or barrier level will be less favourable than with a
standard Knock In and the Knock In - Window.

5.3.4.3

Leveraged Knock In

General Product Information
A Leveraged Knock In works in much the same way as the standard Knock In product. It provides a guaranteed worst case rate at
which to deal the Protected Amount and allows participation up to a specified knock in level. However, in order to make the Protection
Rate and/or the Knock In Rate more advantageous at the outset, the buyer agrees that, should the Knock In Rate be observed at
any point during the life of the contract, he or she will be obliged to deal the Leveraged Amount at the Protection Rate on the Expiry
Date. The Leveraged Amount is typically twice as much as the Protected Amount, but can be a lower multiple. The buyer can also
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specify whether they would like a Window barrier or an At Expiry barrier as with the non-leveraged variant.
Example of a Leveraged Knock In
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer has a budget rate at 24,00 and is not willing to lock into a rate below that level meaning a standard
Knock In is not attractive. Furthermore, market opinion is that the USD/EUR Spot Rate should recover back above 24,50 so the
importer is also reluctant to limit his ability to benefit should this happen by concluding a forward contact at current levels.
The importer therefore enters into a Leveraged Knock In Option with the following terms:
Protected Amount
Leveraged Amount
Protection Rate
Knock In Rate
Expiry Date
Knock In Rate Observed

USD 50.000
USD 100.000
24,10
25,30
3 months
Constantly

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate at 24,10, the importer will have the right, but no obligation
to buy EUR and sell the Protected Amount of USD 50.000 at 24,10. Any remaining requirement will need to be covered
in the spot market.
• If the USD/EUR Spot Rate is above 24,10 and has not traded at or beyond the Knock In Rate at 25,30 at any time during
the life of the contract, the importer will be free to let his option lapse and instead trade at the prevailing Spot Rate, which
could theoretically, be as high as 25,29.
• If the USD/EUR Spot Rate has traded at or above 25,30 at any time during the life of the contract the barrier at the Knock
In rate will be activated and WUIB will exercise its call option, obliging the client to buy EUR and sell the Leveraged
Amount of USD 100.000 at the Protection rate of 24,10.
Additional Disadvantages of the Leveraged Knock In
• As well as the disadvantages listed above, the leveraged knock in does not offer full protection. With a nonleveraged knock in, if your requirement is USD 100.000, you hedge USD 100.000. With the leveraged variety, you
can either hedge USD 50.000 and potentially be obliged to deal the full USD 100.000 meaning you’ve only covered
half of your risk, or you can hedge USD 100.000 but risk being obliged to deal USD 200.000 which would exceed
your exposure and leave you over-hedged.
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5.3.5

Knock In - Collar

General Product Information
The Knock In Collar is a Structured Option which allows the buyer to protect against the risk that the Spot Exchange Rate will be
less favourable than a nominated Protection Rate whilst retaining the potential to take advantage of favourable currency
movements as far as a specified Knock In Rate. If the underlying spot price trades at or beyond the Knock In Rate at any time during
the life of the contract the buyer will be knocked into a collar structure.
How a Knock In- Collar Works
A Knock In - Collar is structured by entering into two concurrent options. In the first you buy a Put Option giving you the right, but no
obligation to sell the Contracted notional amount to WUIB at the Protection Rate. In the second you sell a Call Option to WUIB at
the Participation Rate with a barrier at a given Knock In Rate. This option remains dormant and cannot be exercised against you
unless the underlying Spot Rate trades at or beyond the Knock In Rate during the life of the contract. If the market does trade at or
beyond the Knock In rate, the Call option is activated and if, at the expiry time on the Expiry Date, the Spot Rate remains more
favourable than the Participation Rate you will be obliged to sell the Contracted notional value of the contract to WUIB at the
Participation Rate limiting your ability to benefit from favourable moves above that level.
Example of a Knock In- Collar
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer’s budget rate is at 23,60, but the importer expects the rate to improve slowly over the coming months.
He would therefore like to be able to take advantage of that. He is, however, concerned that if the USD/EUR continued to rise, he
would not want to be knocked in to an obligation to trade at the Protection Rate.
The importer enters into a Knock In Collar with the following terms
Protection Rate
Knock In Rate
Participation Rate
Expiry Date
Knock In Rate observed

23,70
25,00
24,20
3 months
Constantly

The possible outcomes on expiry are as follows:
• Regardless of any other eventualities, if the USD/EUR Spot Rate is trading below the Protection Rate at 23,70 the importer
has the right, but no obligation to buy EUR and sell USD 100.000 at 23,70 – his worst case rate.
• If the USD/EUR Spot Rate is trading at or above the Protection Rate at 23,70 and has not traded at or beyond the Knock
In Rate at 25,00 at any point during the life of the contract the importer will be free to let the option lapse and instead trade
at the prevailing Spot Rate, which could theoretically be as high as 24,99.
• If the USD/EUR Spot Rate has traded above 25,00 and the Knock In Rate has been observed, if the rate remains above
the Participation Rate at 23,70 at Expiry, the importer will be obliged to buy EUR and sell USD 100.000 at 24,20.
• If the Knock In Rate has been observed, but the Spot Rate subsequently falls back below the Participation Rate at 24,20
the importer will be under no obligation to trade and may sell his USD at the prevailing spot price should he choose to do
so.
For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the Contracted amount
at the Protection Rate and selling a Put Option for the same amount at the Participation Rate with a barrier at the Knock In Rate.
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Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock In- Collar
•
•
•

Ability to participate in favourable exchange rate movements as far as the Knock In Rate. When the Knock In rate
has been traded participation is still possible up to the Participation Rate.
Protection at all time with a known worst case rate.
No premium payable.

Disadvantages of a Knock In- Collar
•
•

•

The Protection Rate on this product type is typically less advantageous than the comparable Forward Exchange
Contract.
Participation in favourable movements is capped at the Knock In Rate and then subsequently at the Participation
Rate. If the underlying Spot Rate continues to improve you will be left with an obligation to trade at a rate that
may seem much less advantageous than the market rate on that day.
If the Knock In Rate trades during the term and the Spot Rate continues to exceed the Participation Rate prior to
the Expiry Date WUIB may make a Margin Call to secure your out-of-the money position. For more information
on Margin Calls please see Section 7 below and please refer to our explanatory pamphlet on Margin Calls which
is available on our website ([ ]) or which WUIB can provide to you upon request.

5.3.5.1

Knock In Collar – Window

The Knock In Collar – Window differs from the standard Knock In Collar by having the barrier only observed during a specified
observation period or window. This is often, but not necessarily, the month before expiry. The barrier is only observed during this
period so the market can exceed the barrier level outside the window period with no effect on the option. In exchange for this reduced
observation period, the protection rate, participation rate and / or barrier level may be less favourable than with a standard Knock In
Collar.

5.3.5.2

Knock In Collar – At Expiry

The Knock In Collar – At Expiry differs from the standard Knock In Collar by having the barrier only observed on expiry. This means
the market can exceed the barrier level at any point up to, but not including, the point of expiry with no effect on the option. In
exchange for having the barrier only observed at the point of expiry, the protection rate, participation rate and / or barrier level may
be less favourable than with a standard Knock In Collar.

5.3.5.3

Leveraged Knock In Collar

The Leveraged Knock In Collar works in the same way as a non-leveraged Knock In Option. It is a Structured Option which
allows you to protect against the risk that the Spot Exchange Rate will be less favourable than a nominated foreign exchange
rate (the Protection Rate). It also gives you the ability to participate in favourable movements in the Spot Exchange Rate
provided that a Knock In Rate is not observed during the term of the structure (or during any observation period/ at expiry). If
the Knock In Rate is observed, you will be obliged to deal the Leveraged Amount at the Participation Rate on the Expiry Date
if the underlying Spot Rate remains more favourable than that level. If the Spot Rate is between the Protection Rate and the
Participation Rate, you will be free to deal at spot and if the Spot Rate is below the Protection Rate you are still protected, but
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only for the Protection Amount at that rate. Note: the leveraged amount only applies to the Participation Rate.
Example of a Leveraged Knock In Collar
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer’s budget rate is at 24,00 and he is reluctant to lock in a rate below that level as he also expects the rate
to improve slowly over the coming months. He would therefore like to be able to take advantage of such a move. He is, however,
concerned that if the USD/EUR continued to rise, he would not want to be knocked in to an obligation to trade at the Protection Rate
as he would ideally like to achieve a net rate over 24,40.
The importer enters into a Knock In Collar with the following terms
Protected Amount
Leveraged Amount
Protection Rate
Knock In Rate
Participation Rate
Expiry Date
Knock In Rate observed

USD 50.000
USD 100.000
24,00
25,30
24,50
3 months
Constantly

The possible outcomes on expiry are as follows:
• Regardless of any other eventualities, if the USD/EUR Spot Rate is trading below the Protection Rate at 24,00 the importer
has the right, but no obligation to buy EUR and sell USD 50.000 at 24,00 – in line with his budget rate. He would need to
sell any remaining requirement in the spot market.
• If the USD/EUR Spot Rate is trading at or above the Protection Rate at 24,10 and has not traded at or beyond the Knock
In Rate at 25,30 at any point during the life of the contract the importer will be free to let the option lapse and instead trade
at the prevailing Spot Rate, which could theoretically be as high as 25,29.
• If the USD/EUR Spot Rate has traded above 25,30 and the Knock In Rate has been observed, if the rate remains above
the Participation Rate at 24,50, the importer will be obliged to buy EUR and sell the leveraged amount of USD 100.000
at 24,50.
•

If the Knock In Rate has been observed, but the Spot Rate subsequently falls back below the Participation Rate at 24,50,
the importer will be under no obligation to trade and may sell his USD at the prevailing spot price should he choose to do
so. He nonetheless, retains the right to deal the Protected Amount at the Protection Rate.

Additional Disadvantages of the Leveraged Knock In Collar
• As well as the disadvantages listed above, the leveraged knock in collar does not offer full protection. With a nonleveraged Knock In Collar, if your requirement is USD 100.000, you hedge USD 100.000. With a Leveraged Knock
In Collar, you can either hedge USD 50.000 and potentially be obliged to deal the full USD100.000 meaning you’ve
only covered half of your risk, or you can hedge USD100.000 but risk being obliged to deal USD 200.000 which
would exceed your exposure and leave you over-hedged.
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5.3.6

Knock In Reset

General Product Information
The Knock In Reset is a Structured Option which allows the buyer to protect against the risk that the Spot Exchange Rate will be
less favourable than a nominated Protection Rate whilst retaining the potential to take advantage of favourable currency movements
as far as a specified Knock In Rate. If the underlying Spot Rate trades at or beyond the Knock In Rate at any time during the life of
the contract, the buyer will be knocked into a fixed Reset Rate.
How a Knock In- Reset Works
A Knock In - Reset is structured by entering into three concurrent options. In the first you buy a Put Option giving you the right, but
not the obligation to sell the Contracted notional amount to WUIB at the Protection Rate. In the second and third you buy a further
Put option and also sell a Call Option to WUIB at the Reset Rate with a barrier at a given Knock In Rate. These options remain
dormant and cannot be exercised /exercised against you unless the underlying Spot Rate trades at or beyond the Knock In Rate
during the life of the contract. If and when this happens, the original Put option at the Protection Rate ceases to exist and you are
left with either the right to deal if the Spot Rate is less favourable or the obligation to deal if the Spot Rate is more favourable than
the Reset Rate at the expiry time on the Expiry Date. This means that, once the Knock In Rate is observed you effectively have a
forward contract at the Reset Rate and are protected at that level, but with no opportunity to participate in further favourable moves.
Example of a Knock In- Reset
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer’s budget rate is at 23,50, but the Importer expects the rate to improve slowly over the coming months.
He would therefore like to be able to take advantage of that, He is, however, concerned that if the USD/EUR continued to rise, he
would not want to be knocked in to an obligation to trade at the Protection Rate.
The importer enters into a Knock In Reset with the following terms
Protection Rate
Knock In Rate
Reset Rate
Expiry Date
Knock In Rate observed

23,50
25,00
24,05
3 months
Constantly

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate at 23,50 and has not traded at or beyond the Knock In
Rate at 25,00 the importer has the right, but no obligation to buy EUR and sell USD 100.000 at 23,50 – his worst case
rate.
• If the USD/EUR Spot Rate is trading at or above the Protection Rate at 23,50 and has not traded at or beyond the Knock
In Rate at 25,00 at any point during the life of the contract the importer will be free to let the option lapse and instead trade
at the prevailing Spot Rate, which could theoretically be as high as 24,99.
• If the USD/EUR Spot Rate has traded at or above 25,00, protection at 23,50 ceases to exist and the importer instead has
a fixed position at the Reset Rate of 24,05. If the rate has fallen below 24.05 by the Expiry Date, the importer can sell his
USD at that level; however, if the rate is higher he will be obliged to deal at 24,05 – essentially, the importer is knocked
into a forward contract at the Reset Rate 24,05.

For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the Contracted amount
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at the Protection Rate and a further Call at the Reset Rate while selling a Put Option for the same amount also at the Reset Rate.
Both of the latter are subject to the barrier at the Knock In Rate.
Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock In- Reset
•
•
•

Ability to participate in favourable exchange rate movements as far as the Knock In Rate. When the Knock In rate
has been observed the buyer is knocked in to a rate more favourable than the original Protection Rate.
Protection at all time with a known worst case rate.
No premium payable.

Disadvantages of a Knock In- Reset
•
•

•

The Protection Rate on this product type is typically less advantageous than the comparable Forward Exchange
Contract.
Participation in favourable movements is capped at the Knock In Rate and then subsequently at the Reset Rate.
If the underlying Spot Rate continues to improve the buyer will be left with an obligation to trade at a rate that
may seem much less advantageous than the market rate on that day.
If the Knock In Rate trades during the term and the Spot Rate continues to exceed the Reset Rate prior to the
Expiry Date WUIB may make a Margin Call to secure any out-of-the money position. For more information on
Margin Calls please see Section 7 below and please refer to our explanatory pamphlet on Margin Calls which is
available on our website ([ ]) or which WUIB can provide to you upon request.

We have prepared a short video that explains the Knock-In Reset that we sell. This video can be accessed from our website at: [ ].
5.3.6.1

Knock In Reset – Window

The Knock In Reset – Window differs from the standard Knock In Reset by having the barrier only observed during a specified
observation period or window. This is often, but not necessarily, the month before expiry. The barrier is only live during this period
so the market can exceed the barrier level outside the window period with no effect on the option. In exchange for having a reduced
observation period, the protection rate, reset rate and / or barrier level may be less favourable than with a standard Knock In Reset.

5.3.6.2

Knock In Reset – At Expiry

The Knock In Reset – At Expiry differs from the standard Knock In Reset by having the barrier only observed on expiry. This means
the market can exceed the barrier level at any point up to, but not including, the point of expiry with no effect on the option. In
exchange for having the barrier only observed at the point of expiry, the protection rate, reset rate and / or barrier level may be less
favourable than with a standard Knock In Reset.

5.3.6.3

Leveraged Knock In Reset

General Product Information
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The Leveraged Knock In - Reset woks in exactly the same way as the non-leveraged variety. It is a Structured Option which allows
you to protect against the risk that the Spot Exchange Rate will be less favourable than a nominated foreign exchange rate (the
“Protection Rate”). It also gives you the ability to participate in favourable movements in the Spot Exchange Rate provided that a
Knock In Rate is not observed during the term of the structure (or during the Window period/ At Expiry). If the Knock In Rate is
traded, then you must deal the Leveraged Amount at a Reset Rate, which would typically be more favourable than a comparable
Forward Exchange Contract at the time of entering into the deal.
Example of a Leveraged Knock In - Reset
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer’s budget rate is at 24,20 meaning he is reluctant to hedge at current levels. However, he recognises the
risk of the rate falling further and wants to hedge 50% of his risk at close to current forward rates. However, as he expects the rate
to improve over the coming months he would like to be able to take advantage of such a move. He is, however, concerned that if
the USD/EUR continued to rise, he would not want to be knocked in to an obligation to trade at the Protection Rate, but would be
ok with an obligation to deal the full requirement at his budget rate of 24,20.
The importer enters into a Leveraged Knock In - Reset with the following terms:
Protected Amount
Leveraged Amount
Protection Rate
Knock In Rate
Reset Rate
Expiry Date
Knock In Rate observed

USD 50.000
USD 100.000
24,00
25,30
24,20
3 months
Constantly

The possible outcomes on expiry are as follows:
• If the USD/EUR Spot Rate is trading below the Protection Rate at 24,00 and has not traded at or beyond the Knock In
Rate at 25,30 the importer has the right, but no obligation to buy EUR and sell the Protected Amount of USD 50.000 at
24,00, Any remaining requirement will need to be covered in the spot market.
• If the USD/EUR Spot Rate is trading at or above the Protection Rate at 24,00 and has not traded at or beyond the Knock
In Rate at 25,30 at any point during the life of the contract the importer will be free to let the option lapse and instead
trade at the prevailing Spot Rate, which could theoretically be as high as 25,29.
• If the USD/EUR Spot Rate has traded at or above 25,30, protection at 24,00 ceases to exist and the importer instead has
a fixed position at the Reset Rate of 24,20. If the rate has fallen below 24.20 by the Expiry Date, the importer can still sell
his USD at that level; however, if the rate is higher he will be obliged to sell 100 000 USD at 24,20 – essentially, the
importer is knocked in to a leveraged forward contract at the reset rate.

Additional Disadvantages of the Leveraged Knock In Reset
• As well as the disadvantages listed above, the leveraged knock in reset does not offer full protection. With a nonleveraged knock in reset, if your requirement is USD 100.000, you hedge USD 100.000. With the leveraged variety,
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you can either hedge USD 50.000 and potentially be obliged to deal the full USD 100.000 meaning you’ve only
covered half of your risk, or you can hedge USD 100.000 but risk being obliged to deal USD 200.000 which would
exceed your exposure and leave you over-hedged.
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5.3.7

Knock In - Participator

General Product Information
The Knock In - Participator is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will
be less favourable than a nominated foreign exchange rate (the “Protection Rate”). It also gives you the ability to participate in
favourable movements in the Spot Exchange Rate on a portion of your exposure provided that a Knock In Rate is not traded
during the term of the structure. As you only participate in part of the upside movement, this product will typically offer a more
favourable protection rate and/or knock in barrier than a standard knock in option.
How a Knock In Participator Works
A Knock In – Participator is structured by entering into three concurrent options. In the first you buy a Put Option (an option to
sell) from WUIB at the Protection Rate. In the second you sell a Call Option (an option to buy) to WUIB at the Protection Rate.
The Call Option that you sell will be for a percentage of the contract amount of your Put Option (the “Participation Percentage”).
In the third option you sell a Call Option with a Knock In Rate (an option that is contingent upon the Spot Rate trading at or
outside the Knock In Rate prior to the Expiry Date or during the Window) to WUIB at the Protection Rate. The third option that
you will sell will be equal to the contract amount less the amount of the second option.
Example of a Knock In - Participator
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer’s budget rate is at 23.50. He could deal a forward contract at current prices and hedge at better than his
budget level, however, he believes that the rate is likely to improve and would like to be able to benefit on at least part of his
requirement. A standard Knock In or Participator would not offer a sufficiently high protection rate and he is unwilling to pay a
premium or to enter into a leveraged product.
The importer therefore enters into a Knock In - Participator with the following terms:
Protection Rate:

23,90

Knock In Rate:

25,00

Participation Percentage:

50%

Expiry Date:

3 months

Observed:

Constantly

The possible outcomes on expiry are as follows:
• If the Spot Rate is below the Protection Rate at expiry the importer will have the right, but no obligation to buy EUR and
sell USD 100.000 at 23,90 – his worst case rate.
• If the Spot Rate is trading above the Protection Rate at expiry and the Knock In Rate has not been observed, the importer
will have an obligation to deal USD 50.000 at the Protection Rate of 23,90 but can then deal the remainder at the prevailing
Spot Rate. This means he has benefitted in the favourable move at the Participation Percentage. In this case, the best
case outcome would be limited to just under 25,00.
• If the Knock In Rate is observed at any time during the life of the contract, the importer will be obliged to deal the full USD
100.000 at the Protection Rate of 23,90 and will not be able to benefit from any favourable moves.
Note: The examples are indicative only and the rates and other details used are not factual.
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Advantages of a Knock In - Participator
•

There is the ability to partially participate in favourable exchange rate movements on the participating portion,
provided the Knock In Rate has not been observed.

•

There is protection at all times with a known Protection Rate.

•

The Protection Rate is more favourable than the rate applicable to a comparable Participating Forward or Knock In.

•

No premium is payable.

Disadvantages of a Knock In - Participator
•

The Protection Rate will be less advantageous than the rate applicable to a comparable Forward Exchange
Contract.

•

Part of your exposure must be traded at the Protection Rate on expiry, meaning you will only be able to
participate in favourable movements at the Participation Percentage.
If the Spot Rate trades at or above the Knock In Rate during the term and the Spot Rate is more advantageous
than the Protection Rate on the Expiry Date you will be obligated to trade the full amount of the contract at
a rate that may seem very unattractive compared to the prevailing Spot Rate at that time.

•

• If the Knock In Rate trades during the term and the Spot Rate continues to exceed the Protection Rate prior to
the Expiry Date WUIB may require you to make a Margin Call to secure your out-of-the money position. For
more information on Margin Calls please see Section 7 below and please refer to our explanatory pamphlet on
Margin Calls which is available on our website ([ ]) or which WUIB can provide to you upon request.
We have prepared a short video that explains the Knock In – Participator that we sell. This video can be accessed from our
website at: ([ ]).
5.3.7.1

Knock In Participator – Window

The Knock In Participator – Window differs from the standard Knock In Participator by having the barrier only observed during a
specified observation period or window. This is often, but not necessarily, the month before expiry. The barrier is only live during this
period so the market can exceed the barrier level outside the window period with no effect on the option. In exchange for having a
reduced observation period, the protection rate and / or barrier level may be less favourable than with a standard Knock In
Participator.

5.3.7.2

Knock In Participator – At Expiry

The Knock In Participator – At Expiry differs from the standard Knock In Participator by having the barrier only observed on expiry.
This means the market can exceed the barrier level at any point up to, but not including, the point of expiry with no effect on the
option. In exchange for having the barrier only observed at the point of expiry, the protection rate and / or barrier level may be less
favourable than with a standard Knock In Participator.
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5.3.8

Knock In - Convertible

General Product Information
The Knock In – Convertible is a Structured Option which allows the buyer to protect against the risk that the Spot Rate will be less
favourable than a nominated Protection Rate at the Expiry Date whilst retaining the ability to take advantage of favourable currency
movements as far as a Knock In Rate. If the underlying Spot Rate trades at or beyond the Knock In Rate at any time during the life
of the contract, the buyer will be obliged to trade at the Protection Rate on expiry unless the Knock Out Rate has been breached. If
the Spot Rate trades at or beyond the Knock Out Rate (either before or after the Knock In Rate), the buyer’s obligation to trade
ceases to exist leaving a no obligation Vanilla Option giving the right to trade at the Protected Rate.
How a Knock In - Convertible Works
A Knock In – Convertible is structured by entering into two concurrent options. In the first you buy a Put Option from WUIB giving
you the right, but no obligation to sell the Contracted notional amount to WUIB at the Protection Rate on the Expiry Date. In the
second you sell a Call Option to WUIB at the Protection Rate with a Knock In Rate and a Knock Out Rate. This option remains
dormant and cannot be exercised against you unless the underlying Spot Rate trades at or beyond the Knock In Rate during the life
of the contract. If the market does trade at or beyond the Knock In rate, the Call option is activated along with the Knock Out Rate.
If, at the expiry time on the Expiry Date, the Spot Rate remains more favourable than the Protection Rate and has not traded at the
Knock Out rate, you will be obliged to sell the Contracted notional value of the contract to WUIB at the Protection Rate. However, if
the Spot Rate trades at or beyond the Knock Out Rate, this obligation is cancelled and you are once again left with the right, but no
obligation to trade at the Protection Rate.
Example of a Knock In - Convertible
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer expects there to be considerable volatility in the market in the coming months and is not sure about
where the USD/EUR Spot Rate will end up. As a result, he wants to secure a worst case rate that is better than his budget level at
23,50 but also retain the ability to benefit from favourable movements, especially if the market proves as volatile as he expects.
The importer enters into a Knock-In Convertible with the following terms:
Protection Rate
Knock In Rate
Knock Out Rate
Expiry Date

23,80
24,60
23,20
3 months

The possible outcomes on expiry are as follows:
•

•

•

If the USD/EUR Spot Rate is trading below the Protection rate at 23,80, regardless of whether any barriers have been
observed, the importer will have the right, but no obligation to buy EUR and sell USD 100.000 at 23,80 – his worst case
rate.
If the USD/EUR Spot Rate is more favourable than the Protection rate at 23,80 and has not traded at or above the Knock
In rate at 24,60 at any time during the life of the contract, the importer will be free to let his option lapse and instead buy
EUR and sell USD 100.000 at the prevailing Spot Rate, which could theoretically, be as high as 24,59.
If the USD/EUR Spot Rate has traded at or beyond the Knock In Rate at 24,60 at any time during the life of the contract
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and remains above the Protection rate of 23,80 at expiry, the importer will be obliged to buy EUR and sell USD 100.000
at the Protection rate of 23,80.
• If the USD/EUR Spot Rate trades at or below the Knock Out rate at 23,20 at any point, all obligation either realised or
potential will cease to exist. This leaves the importer with the right, but no obligation to buy EUR and sell USD 100.000 at
the Protection rate of 23,80 or at the prevailing spot rate, whichever is the more favourable. The ‘upside’ in this instance
is then effectively unlimited.
For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the Contracted amount
at the Protection Rate and selling a Put Option for the same amount at the Protection Rate with a barrier at the Knock In Rate and
a further subsequent barrier at the Knock Out Rate.
Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock In - Convertible
•
•
•

Ability to participate in favourable currency movements; if the Knock Out Rate trades, participation in favourable
movements is effectively unlimited.
Protection at all time with a known worst case rate.
No premium payable.

Disadvantages of a Knock In - Convertible
•
•

•

If the Knock Out rate is not observed during the life of the contract, Spot Rate participation in favourable moves
is capped at a certain rate.
If the Knock Out Rate is not observed and the Spot Rate trades at or beyond the Knock In Rate during the term
and remains more advantageous than the Protection Rate on the Expiry Date you will be obliged to trade at the
Protection Rate, which may seem much less favourable than the market rate on that day.
If the Knock In Rate trades during the term and the Spot Rate continues to exceed the Protection Rate by a
sufficient degree prior to the Expiry Date WUIB may require you to make a Margin Call to secure your out of the
money position. For more information on Margin Calls please see Section 7 below and please refer to our
explanatory pamphlet on Margin Calls which is available on our website ([ ]) or which WUIB can provide to you
upon request.

We have prepared a short video that explains the Knock-In Convertible that we sell. This video can be accessed from our website
at: [ ].
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5.3.9

Knock Out - Reset

General Product Information
The Knock Out - Reset is a Structured Option that gives the buyer the benefit of achieving an enhanced exchange rate compared
to the equivalent Forward Exchange Rate provided that the Spot Rate remains within a specified range for the entire life of the
structure. A Knock Out - Reset will always provide you with a guaranteed worst case rate allowing you to protect against the risk
that the Spot Rate is less favourable on expiry of the option.
How a Knock Out Reset Works
A Knock Out - Reset is structured by entering into the following four concurrent options:
(i) You buy a Put Option from WUIB at the Enhanced Rate with a lower Knock Out barrier and a higher Knock Out barrier. This gives
you the right, but no obligation sell the Contracted notional value of the option to WUIB at the Enhanced Rate on expiry, provided
that the underlying Spot Rate has not traded at or beyond either Knock Out barrier at any time during the life of the contract.
(ii) You sell a Call Option to WUIB at the Enhanced Rate with the same lower Knock Out barrier and higher Knock Out barriers. This
option will oblige you to sell the Contracted notional value of currency to WUIB at the Enhanced Rate should the underlying spot
price exceed that level at expiry; however, as with the first option above, this ceases to exist if the Spot Rate trades at or beyond
either Knock Out barrier prior to the Expiry Date.
(iii) You also buy another Put Option from WUIB, this time at the Reset Rate with a lower Knock In barrier and a higher Knock In
barrier at the same levels as the Knock Out barriers above. This option will give you the right, but no obligation to sell the Contracted
notional value of currency to WUIB at the Reset Rate – although this is contingent upon the Spot Rate trading at or beyond either
Knock In barrier prior to the Expiry Date.
(iv) You also sell a further Call Option to WUIB at the Reset Rate with the same lower Knock In barrier and higher Knock In barrier
as above. This option will oblige you to sell the Contracted notional value of currency to WUIB should the underlying Spot Rate
exceed the Reset Rate at the Expiry Time on the Expiry Date, although this is also contingent upon the Spot Rate trading at or
beyond either Knock In barrier prior to the Expiry Date.
Example of a Knock Out Reset
An Italian importer needs to sell USD100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. The importer wants to achieve a rate of 24,40 – which is above the current Spot Rate - but is not able to use a
leveraged product to achieve this. He expects volatility to remain low in the coming weeks, but as a worst case – he needs to protect
his budget rate at 23,60.
The importer enters into a Knock Out Reset with the following terms:
Enhanced Rate
Reset Rate
Knock Out (and Knock In) Rates
Expiry Date

24,40
23,80
23,50 and 24,80
3 months

The possible outcomes on expiry are as follows:
•

If the USD/EUR Spot Rate is below the Enhanced Rate of 24,40 and has not traded at or beyond either the higher or
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•

•

•

lower Knock Out Rates at any time during the term of the structure, the importer will have the right, but no obligation to
buy EUR and sell USD100.000 at 24,40.
If the USD/EUR Spot Rate is at or above 24,40 and has not traded at or beyond either Knock Out Rate, the importer will
be obliged to buy EUR and sell USD at the Enhanced Rate of 24,40 and so cannot participate in any upside moves
beyond that level.
If the USD/EUR Spot Rate has traded above either the higher or lower Knock Out Rate during the term of the structure,
the importer’s Put option and WUIB’s Call option at 24,40 will cease to exist and will instead be replaced with an equivalent
Put (for the importer) and a Call (for WUIB) at the Reset Rate of 23,80.
The importer will therefore have the right, but no obligation, to buy EUR and sell USD100.000 at 23,80 if the USD/EUR
Spot Rate is below that level at expiry, or will be obliged to buy EUR and sell USD 100.000 at 23,80 if the USD/EUR Spot
Rate is above that level at expiry. 23,80 is therefore the importer’s worst case rate.

For an exporter the outcomes are much the same except the structure consists of buying a Call Option and selling a Put at the
Enhanced Rate with higher and lower Knock Out barriers and then buying a further Call and selling a further Put Option for the same
Contracted notional amount at the Reset Rate that are contingent upon Knock In barriers.
Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock Out Reset
•
•
•

Ability to achieve an enhanced rate over the comparative Forward Exchange Rate without using leverage, provided
neither Knock Out Rate is breached.
Protection at all time with a known worst case exchange rate – the Reset Rate.
No premium payable.

Disadvantages of a Knock Out Reset
•
•
•

If either Knock Out Rate is breached, you could be trading at a level lower than the comparative Forward
Exchange Rate.
There is potential to be transacting at a rate that is less advantageous than the Spot Rate on the Expiry Date.
If the underlying Spot Rate is trading at a rate that is sufficiently more advantageous than the Enhanced Rate (or
the Reset Rate if the Knock Out Rate barriers have been observed) during the term of the structure, WUIB may
make a Margin Call to secure your out of the money position. For more information on Margin Calls please see
Section 7 below and please refer to our explanatory pamphlet on Margin Calls which is available on our website
([ ]) or which WUIB can provide to you upon request.

We have prepared a short video that explains the Knock Out Reset that we sell. This video can be accessed from our website at: [
].
5.3.9.1

Knock Out Reset – Window

The Knock Out Reset – Window differs from the standard Knock Out Reset by having the barriers only observed during a specified
observation period or window. This is often, but not necessarily, the month before expiry. The barriers are only live during this period
so the market can exceed the barrier levels outside the window period with no effect on the option. In exchange for having a reduced
observation period, the protection rate, reset rate and / or barrier levels may be less favourable than with a standard Knock Out
Reset.
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5.3.10

Knock Out - Convertible

General Product Information
The Knock Out- Convertible is a Structured Option which allows the buyer to protect against the risk that the Spot Exchange Rate
will be less favourable than a nominated Foreign Exchange Rate (the Protection Rate). It also gives the buyer the ability to
participate in favourable movements in the Spot Exchange Rate provided that a barrier at a Knock Out Rate is observed during the
term of the structure.
How a Knock Out – Convertible Works
A Knock Out – Convertible is structured by entering into two concurrent options. In the first you buy a Put Option from WUIB, giving
you the right, but no obligation to sell the Contracted notional value of currency to WUIB at the Protection Rate on the Expiry Date.
In the second, you sell a Call Option to WUIB, also at the Protection Rate with a Knock Out barrier. This option will oblige you to sell
the Contracted notional value of currency to WUIB at the Protection rate, should the underlying Spot Rate exceed that level at expiry;
however, this potential obligation will cease to exist if the underlying Spot Rate trades at or beyond a barrier at the Knock Out Rate
prior to the Expiry Date.
Example of a Knock Out- Convertible
An Italian importer needs to sell USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. He expects the market to be volatile in the short term, but believes it more likely to move in his favour by the time he
needs to trade and would like to be in a position to take advantage of such a move, preferably without any limit on his ability to
participate. That said, he has tight margins and can’t afford to be wrong, so needs to protect a worst case rate of 23,80.
The importer enters into a Knock-Out Convertible with the following terms:
Protection Rate
Knock Out Rate
Expiry Date

23,80
23,30
3 months

The possible outcomes on expiry are as follows:
•
•
•

If the USD/EUR Spot Rate is trading at or below the Protection Rate of 23,80, the importer will have the right, but no
obligation to buy EUR and sell USD 100.000 at 23,80 – his worst case rate.
If the USD/EUR rate is trading above the Protection Rate of 23,80 and has not traded at or beyond the Knock Out Rate
of 23,30 during the life of the contract, the importer will be obliged to buy EUR and sell USD 100.000 at 23,80.
If the USD/EUR rate has traded at or below the Knock Out Rate of 23,20 during the life of the contract, all potential
obligations on the importer cease to exist. This means that, if the USD/EUR rate subsequently recovers and is trading
above the Protection Rate at 23,80, the importer will be free to trade at the prevailing Spot Rate – should he choose to do
so. In this instance, the potential ‘upside’ is unlimited. The importer will, however, always remain protected at 23,80.

Note: The examples are indicative only and the rates and other details used are not factual.
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Advantages of a Knock Out- Convertible
•
•
•

Unlimited ability to participate in favourable exchange rate movements provided the Knock Out Rate has been observed.
Protection at all times with a known worst case exchange rate.
No premium payable.

Disadvantages of a Knock Out- Convertible
•
•

•

The Protection Rate will be less advantageous than the rate applicable to a comparable Forward Exchange
Contract.
If the Spot Rate on the Expiry Date is more advantageous than the Protection Rate and the Knock Out Rate has
not been observed you will be obliged to trade at a rate that is less advantageous than the Spot Rate on the
Expiry Date.
If, prior to the Expiry Date the underlying Spot Rate exceeds the Protection Rate by a sufficient amount and the
barrier at the Knock Out Rate has not been observed WUIB may make a Margin Call to secure your out-of-themoney position. For more information on Margin Calls please see Section 7 below and please refer to our
explanatory pamphlet on Margin Calls which is available on our website ([ ]) or which WUIB can provide to you
upon request.

We have prepared a short video that explains the Knock-Out – Convertible that we sell. This video can be accessed from our
website at: [ ].
5.3.10.1 Leveraged Knock Out Convertible
The leveraged Knock Out Convertible works in the same way as the non-leveraged version, in that you have a fixed rate at the
outset providing protection against unfavourable movements in the Spot Rate. Should the knock out rate be observed, your
obligation to deal at the Protection Rate will cease to exist, although your protection will remain. This means you then have unlimited
participation in any favourable movements thereafter, The main difference is the amount that you will be obliged to deal if the knock
out rate is not observed and the Spot Rate remains more favourable than your Protection Rate at expiry. In order to achieve a more
favourable protection rate or a knock out rate that is more likely to be observed, you will be obliged to deal the leveraged amount at
the protection rate in this instance.
Example of a Leveraged Knock Out Convertible
Once again, our Italian importer needs to buy USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward
Exchange Rate is 24,05. He expects there to be volatility in the short term, with the rate more likely to move in his favour thereafter,
but can’t afford to be wrong and needs to protect at least 50% of his exposure at a rate not much lower than the current forward rate
at 24,05. As his alternative would be to lock in a forward at this level, he accepts that he may be obliged to deal the full USD 100.000
at 24,00 if the knock out barrier is not observed.
The importer enters into a Knock-Out Convertible with the following terms:
Protected Amount
Leveraged Amount
Protection Rate
Knock Out Rate
Expiry Date

USD 50.000
USD 100.000
24,00
23,60
3 months
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The possible outcomes on expiry are as follows:
•

•

•

If the USD/EUR Spot Rate is trading at or below the Protection Rate of 24,00, the importer will have the right, but no
obligation to buy EUR and sell the Protected Amount of USD 50.000 at 24,00. He would need to sell the remainder in the
spot market.
If the USD/EUR rate is trading above the Protection Rate of 24,00 and has not traded at or beyond the Knock Out Rate
of 23,60 during the life of the contract, WUIB will exercise its Call Option and the importer will be obliged to buy EUR and
sell USD100.000 at 24,00.
If the USD/EUR rate has traded at or below the Knock Out Rate of 23,60 during the life of the contract, WUIB’ Call option
will cease to exist. This means that, if the USD/EUR rate subsequently recovers and is trading above the Protection Rate
at 24,00, the importer will be free to let his option lapse and trade at the prevailing Spot Rate – should he choose to do
so. In this instance, the potential ‘upside’ is unlimited.

•
Additional Disadvantages of a Leveraged Knock Out Convertible
• As well as the disadvantages listed above, the leveraged knock out convertible does not offer full protection. With
a non-leveraged knock out convertible, if your requirement is USD 100.000, you hedge USD 100.000. With the
leveraged variety, you can either hedge USD 50.000 and potentially be obliged to deal the full USD 100.000 meaning
you’ve only covered half of your risk, or you can hedge USD 100.000 but risk being obliged to deal USD 200.000
which would exceed your exposure and leave you over-hedged.
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5.3.11. Knock Out – Participator
General Product Information
The Knock Out - Participator is a Structured Option which allows you to protect against the risk that the Spot Exchange Rate will be
less favourable than a nominated foreign exchange rate (the Protection Rate). It also gives you the ability to participate in favourable
movements in the Spot Exchange Rate on a portion of your exposure provided that a Knock Out Rate is observed during the term
of the structure.
How a Knock Out – Participator Works
A Knock Out – Participator is constructed by entering into three concurrent options. In the first you buy a Put Option from WUIB
which gives you the right, but no obligation, to sell one currency and buy another at the Protection Rate on the Expiry Date. In the
second you sell a Call Option to WUIB at the Protection Rate which will oblige you to deal a portion of your requirement at the
Protection Rate. The Call Option that you will sell will be for a percentage of the contract amount of your Put Option (the Participation
Percentage). In the third option you sell a further Call Option obliging you to deal at the Protection Rate, but this one also has a
Knock Out Rate (this option ceases to exist if the Spot Rate trades at or beyond the Knock Out Rate prior to the Expiry Date) to
WUIB. The contract amount for the second Call Option that you sell will be equal to the Contract amount of the first option less the
contract amount of the second option.
Example of a Knock Out Participator
An Italian importer needs to buy USD 100.000 in 3 months. The current USD/EUR Spot Rate is 24,10 and the Forward Exchange
Rate is 24,05. He expects there to be volatility in the short term, with the rate more likely to move in his favour thereafter, but can’t
afford to be wrong and needs to protect all of his exposure at a rate of 23,90 – not much below the forward rate. As he needs to
hedge all his risk, a leveraged product would not be suitable and most other non-leveraged, zero cost structures would not be able
to protect at a suitable level. As his alternative would be to lock in a forward at this level, he accepts that he may be obliged to deal
the full USD100.000 at 23,90 if the knock out barrier is not observed.
The importer enters into a Knock-Out Participator with the following terms:
Protected Amount
Participation Percentage
Protection Rate
Knock Out Rate
Expiry Date

USD 100.000
50%
23,90
23,30
3 months

The possible outcomes on expiry are as follows:
•
•

•

If the USD/EUR Spot Rate is trading at or below the Protection Rate of 23,90, the importer will have the right, but no
obligation to buy EUR and sell the Protected Amount of USD 100.000 at 23,90– his worst case rate.
If the USD/EUR rate is trading above the Protection Rate of 23,90 and has not traded at or beyond the Knock Out Rate
at any point during the life of the contract, WUIB will exercise its two Call Options and the importer will be obliged to buy
EUR and sell USD100.000 at 23,90.
If the USD/EUR rate has traded at or below the Knock Out Rate of 23,30 during the life of the contract, one of WUIB’s
Call options will cease to exist. This means that, if the USD/EUR rate subsequently recovers and is trading above the
Protection Rate at 23,90, the importer will be obliged to deal USD 50.000 at the Protection Rate and will then be free to
deal the remainder – the Participation Percentage -at the more favourable prevailing Spot Rate, meaning he has
benefitted from 50% of the upside. In this instance the potential ‘upside’ is unlimited, albeit only at the Participation
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Percentage.
Note: The examples are indicative only and the rates and other details used are not factual.
Advantages of a Knock Out Participator
• Ability to participate in favourable exchange rate movements on a portion of your exposure if the Knock Out Rate is
observed.
• Protection at all times with a known worse case rate.
• The Protection Rate is more favourable than the rate applicable to a comparable Participator.
• No premium is payable.
Disadvantages of a Knock Out Participator
• The Protection Rate will be less advantageous than the rate applicable to a comparable Forward Exchange
Contract.
• If the Spot Rate on the Expiry Date is more advantageous than the Protection Rate and the Knock Out Rate
has not been observed you will be obligated to trade the full contract notional sum at a rate that is less
advantageous than the Spot Rate on the Expiry Day.
• If the Spot Rate exceeds the Protection Rate prior to the Expiry Date Western Union Business Solutions may
require you to make a Margin Call to secure your out-of-the-money position. For more information on Margin
Calls please see Section 7 below and please refer to our explanatory pamphlet on Margin Calls which is available
on our website ([ ]) or which WUIB can provide to you upon request.
We have prepared a short video that explains the Knock Out Participator that we sell. This video can be accessed from our
website at: [ ].
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5.3.12

Ratio

General Product Information
A Ratio is a Structured Option that gives you the ability to trade at an enhanced Foreign Exchange Rate relative to a comparative
Forward Exchange Contract (‘Enhanced Rate’). A Ratio will always provide you with a guaranteed worst case rate allowing you to
protect against the risk that the Spot Rate is less favourable on expiry of the contract.
Because there is a ratio (or leveraged) component associated with this Structured Option you may be obliged to exchange an
amount of currency that is greater than the Contracted notional contract amount (i.e. the contract amount multiplied by the ratio
factor.)
How a Ratio Works
A Ratio is structured by entering into two concurrent options. In the first you buy a Put Option from WUIB giving you the right, but no
obligation, to sell the Protected Amount of currency to WUIB at the Enhanced Rate. In the second you sell a Call Option to WUIB
which will oblige you to trade a larger sum at the Enhanced Rate (known as the ‘Leveraged Amount’) if the underlying spot price
is at or above the Enhanced Rate at the Expiry Time on the Expiry Date. This Leveraged Amount will be equal to the Protected
Amount of the Put Option multiplied by the Ratio. The maximum permitted Ratio is 2:1.
Example of a Ratio
An Italian importer wants to hedge USD 100.000 for delivery in 3 months., This represents around half of his total exposure. The
current USD/EUR Spot Rate is 24,10 and the Forward Exchange Rate is 24,05. The importer has a budget rate of 24,20 and is
afraid that the rate will move further against him in the coming months, although he still feels EUR is overvalued and may weaken
at some stage. He doesn’t want to fix all of his requirement at the prevailing forward rate and therefore miss his budget.
The importer therefore enters into a Ratio with the following terms:
Enhanced Rate
Contract Amount
Contingent Amount
Ratio (Bought: Sold)
Expiry Date

24,30
USD 100.000
USD 200.000
1:2
3 months

The possible outcomes on expiry are as follows:
•
•

If the Spot Rate is below 24,30 the importer will have the right, but no obligation to buy EUR and sell the Protected Amount
of USD 100.000 at the enhanced rate of 24,30.
If the Spot Rate is at or above 24,30 WUIB will exercise its Call Option and the importer will be obliged to buy EUR and
sell the Leveraged Amount of USD 200,000 at the Enhanced Rate – 24,30.

For an exporter the outcomes are much the same except the structure consists of buying a Call Option for the Contracted amount
at the Enhanced Rate and selling a Put Options for the Contingent amount, also at the Enhanced Rate.
Note: The examples are indicative only and the rates and other details used are not factual.
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Advantages of a Ratio
•
•
•

Ability to achieve an enhanced rate relative to the comparative Forward Exchange Contract rate.
Protection at all times with a known worst case exchange rate.
No premium payable.

Disadvantages of a Ratio
•
•
•

You may be obliged to trade a multiple of the Contracted notional value at the Enhanced Rate if the Spot Rate
exceeds the Enhanced Rate at the Expiry Time on the Expiry Date.
You are unable to effectively hedge the entire amount of your exposure without risking being ‘over-hedged’.
You are unable to participate in favourable currency movements beyond the Enhanced Rate. As such you may
be obliged to trade at an exchange rate that is less favourable than the current market rate at expiry.

•

If the Spot Rate exceeds the Enhanced Rate prior to the Expiry Date by a sufficient degree, WUIB may make a
Margin Call to secure your out of the money position. For more information on Margin Calls please see Section
7 below and please refer to our explanatory pamphlet on Margin Calls which is available on our website ([ ]) or
which WUIB can provide to you upon request.

•

As this is a Leveraged Product, it is not possible to protect your full requirement at the Protection Rate without
risking being over-hedged should you be obliged to deal the Leveraged Amount at the Participation Rate.
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5.4.

Settlement of a Structured Option

At the Expiry Time (usually 10AM in New York) on the Expiry Date, you will either have the right, but no obligation to exchange the
Contracted notional value of currency at the Protection Rate (or other rate such as Enhanced Rate etc) or, under given
circumstances, will be obliged to do so at the Protection Rate (or other rate such as the Participation rate etc. If the option expires
‘In-the-money’ (i.e. the rate at which you have a right to trade is more favourable to you than the prevailing Spot Rate and you are
not otherwise obliged to trade) WUIB will automatically exercise the option on your behalf and advise you of the fact as soon as
possible afterwards. Please note, that this still does not place you under any obligation to take up the trade. However, if do decide
to take up the trade, you must advise us of your intentions with regards to settlement on the same day. If you are obliged to trade,
the deal will also be automatically executed on your behalf.
If you are not under any obligation to trade and choose not to exercise your right to exchange the Contracted notional at the Protected
Rate, the option will cease to exist at this time and no further action is required.
5.5.

Cost of a Structured Option

Generally, WUIB, in consultation with you, sets the Protection Rate and the Knock In or Knock Our Rates associated with any
Structured Option at particular levels in order to create a “Zero Premium” cost structure. Whilst these Structured Options are
usually structured so that no premium is paid by the Customer, WUIB will still derive a financial benefit because of the base
market rates prevailing at the time, through the incorporation of a margin. The cost structure of a Structured Option (i.e. the
size of the margin) will be determined after taking into account several factors:
•
•
•
•
•
•

The contract amount, the term, the Protection Rate and any other rates applicable to a particular structure
(Participation Rate, Knock In or Knock Out Rate etc.).
Current market Foreign Exchange Rates and the interest rates of the countries whose currencies are being
exchanged.
Market volatility.
Expiry date and delivery (settlement) date.
Expiry Time.
Best case and worst case rate.

Where a “Zero Premium” structure is created, there is no up-front Premium payable for a Structured Option. If however, you
wish to nominate an improved Protection Rate or any other rate associated with a particular Structured Option, an up-front
non-refundable Premium may be payable. WUIB will calculate the amount of the Premium and advise you of the amount before
you enter into the transaction.
Where applicable, Premiums must be paid in cleared funds within 2 business days of the Trade Date.
A Zero Premium structure does not mean a zero cost structure. With a “Zero Premium” structure, our profit margin is
derived from an imbalance between the premium paid for the option being bought and the premium received for the
option being sold.
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5.6.

Benefits of Structured Options

Benefits of Structured Options include:
•

•

Structured Options help you manage the risk inherent in currency markets by predetermining the rate and date on which
you will purchase or sell a given amount of foreign currency against another currency. This can provide you with
protection against negative foreign exchange movements between the time that you deal and the Value Date. This may
also assist you in managing your cash flow by negating the uncertainty associated with exchange rate fluctuations for
the certainty of a specified cash flow.Structured Options may allow a degree of participation in favourable exchange
rate movements (depending on the Structured Option used).
Structured Options can be tailored to your specific requirements; as Expiry Dates and Contracted notional amounts are
chosen by you. You also have additional flexibility to participate in certain favourable exchange rate movements and
may be able to achieve an enhanced exchange rate comparable to the equivalent forward rate depending on the
Structured Option that you enter.

5.7.

Significant Risks associated with Structured Options

WUIB considers that Structured Options are only suitable for persons who understand and accept the risks involved in transacting
in financial products involving Foreign Exchange Rates. WUIB recommends that you obtain independent financial and legal
advice before entering into a Structured Option.
The following are the significant risks associated with a Structured Option:
• Premium is not refundable under any circumstance.
• By entering into a Structured Option Contract you (the buyer) may be left with an obligation to trade on the Expiry Date
at a level that may seem unfavourable when compared to the prevailing Spot Rate at that time.
• Cancellation or termination of a Structured Option may result in significant financial loss to you.
• If you paid a premium to enter into a Structured Option Contract the resulting loss may be greater than the premium.
WUIB will provide a quote for such services based on market conditions prevailing at the time.
• There is no cooling off period.
• As counterparty to your Structured Option you are relying upon WUIB’ financial ability to fulfil its obligations to you upon
maturity of the contract. As a result you have counterparty risk. To aid in your assessment of this risk WUIB will provide
you with a copy of its latest audited financial statements upon request. You may request a copy of our most recent
financial statements by emailing us at italia@westernunion.com.
• If the Mark to Market value of your option exceeds a predetermined level, given as a currency amount or a percentage
of the Contracted notional value (which would be agreed with you prior to entering a contract – for example, USD
100.000 or 10%) we may seek from you a margin deposit as an offset to bring your Option’s risk exposure back to zero.
• The Protection Rate of some of the Structured Options we sell could be less advantageous than the rate applicable to
a comparable Forward Exchange Contract.
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6.

Terms and Conditions and other documentation

Each Option which you enter into will be subject to: (i) WUIB’s Standard Terms and Conditions and (ii) WUIB’s Standard Terms
and Conditions Supplement Applicable to Forward Contracts, Options Contracts and Future Payments Transactions. You will be
required to agree to and accept these terms and conditions before entering into an Option.
In addition to WUIB’s Standard Terms and Conditions and WUIB’s Standard Terms and Conditions Supplement Applicable to
Forward Contracts, Options Contracts and Future Payments Transactions, you will also need to provide WUIB with your most
recent audited financial statements (no more than 12 months old) together with such other “Know your Customer” information that
WUIB may require. This may also include historical audited accounts if WUIB does not already have a working relationship with
you.
Upon receipt of all relevant documents, WUIB will conduct an accreditation process. Accreditation and acceptance of a customer
is at WUIB’ sole discretion and depends on a number of factors.
The main checks that are relevant to the accreditation of a customer are:
• Verification of a customer’s identity in accordance with relevant Anti-Money laundering/Counter-Terrorism Financing
(AML/CTF) laws;
• A successful credit check conducted through a third party credit agency;
• An AML/CTF risk assessment considering relevant factors such as the nature of a customer’s business and the country
where the customer will make or receive payments;
• A check of a customer’s principal officers and beneficial owners against relevant government issued sanction lists.
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7.

Margin Calls

7.1

What is a Margin Call?

Over the life of any transaction you enter into with WUIB, as the Spot Rate moves, the contract may be in the money to you
(ITM) or out of the money to you (OTM) or at the money (ATM). That is, if the transaction had to be cancelled at any time, it
would result in a gain to you (ITM) or a loss to you (OTM) or break even (i.e. neither party would make a loss or a gain) (ATM).
In order to secure WUIB against any future financial loss we may incur as a result of entering into a transaction with you, you
will either be asked to make an advance payment (which would usually be a percentage of the notional amount you want to
deal), or you will need to have a credit line in place with us permitting a specified maximum position limit before a deposit
becomes due.
Once you have open positions we constantly monitor their market value to determine the difference between the original cost
of buying the contract on your behalf and the present value should we have to sell it back. Known as the mark to market value,
your net position may be positive (‘In the Money’) or negative (‘Out of the Money’). When your net position with us is Out of the
Money, we count that against any deposit that we hold or OTM credit line that we have extended and if this is insufficient to
cover the negative position value, we will seek to remove that risk by requesting additional deposit – also known as calling for
margin, or a margin call.
7.2

Credit lines

When we extend you a credit line, we are allowing you to trade a given amount of currency – your Option trading line (OTL) –
that you can hedge over a given period without needing to make an advance payment. The size of this line will usually be
determined by the maximum OTM position we are prepared to risk by facilitating your trades without having security against
them. This is known as the Out of the Money Limit (OTM). The longer the required duration of your hedges, the greater the
risk of your situation changing or the market moving significantly, so the OTM limit offered over a 12 or 18 month period may
well be less than that over a 3 to 6 month period.
Any OTM limit applied is typically expressed as a percentage of the forward or option trading line. If this is very low – say 1%
or 2% - it is likely that you will be margin called sooner, and possibly more often thereafter. As a result, OTM limits of 5% or
even 10% are more desirable. That said, however, if the maximum risk we are prepared to take on your business is set at
£100,000, your option trading line would be £1,000,000 (10% OTM) or £2,000,000 (5% OTM). If your actual needs were
£3,000,000 we may be able to offer a trading line to facilitate this, but your OTM limit would only be 3.33%. For a dollar buyer,
a rate move from $1,5500 to $1,6012 would then be enough to trigger a margin call. As a result, we are likely to give
consideration to your likely ability to meet such a call at short notice before extending your terms.
7.3

How does this work in practice?

As an example, you may have £100.000 of exposure that you need to convert to US dollars in 9 months’ time and want to
hedge this risk using a Knock In Option structure protecting at $1,5000 with a barrier at $1,6000. Instead of a 10% deposit of
£10.000, we offer you a £5.000 OTM limit (5%) meaning you pay nothing in advance. During the life of that contract we would
continue to monitor the market value to ensure that the deposit amount paid remained sufficient to cover the risk.
Month 1

Month 2

Month 3

Month 4

Month 5

Forward Rate

1,5

1,5

1,5

1,5

1,5

GBP Notional

£100.000

£100.000

£100.000

£100.000

£100.000

Spot Rate

1,48

1,52

1,56

1,595

Mark to Market value

£1.351

-£1.316

-£3.846

-£5.956
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OTM Limit

£5.000

£5.000

£5.000

£5.000

Deposit Paid

£0

£0

£0

£0

Net position

£6.351

£3.684

£1.154

-£956

In this example, the market has moved up to $1,5950 and the cost of selling the option now exceeds the OTM Limit. At this
point, we would request additional deposit aka a margin call.
7.4
How much will you have to pay & when?
The calculation is straightforward. We will request sufficient funds to cover any OTM position plus 20% of the limit. This will
be due within 48 hours of notification.
In the above example we would request that you deposit £956 to cover the breach, plus a further £1.000 to take you back to
80% of your limit.
Month 4

Month 5

Month 6

Month 7

Month 8

Forward Rate

1,5

1,5

1,5

1,5

1,5

GBP Notional

£100.000

£100.000

£100.000

£100.000

£100.000

Spot Rate

1,595

1,61

1,6

1,57

Mark to Market value

-£5.956

-£6.832

-£6.250

-£4.459

OTM Limit

£5.000

£5.000

£5.000

£5.000

Margin Paid

£1.956

£1.956

£1.956

£1.956

Net position

£1.000

£124

£706

£2.497

The reason we ask for more than just the amount you are beyond your limit is to avoid repeated margin calls during volatile
markets. In the above example, GBPUSD rises further to $1,6100, but another margin call is not necessary as the OTM limit
plus margin amount is sufficient to cover the risk.
GBPUSD then starts to fall back and we see in Month 7 that the net position is now greater than the margin amount and, at
this point, we will either return the margin deposit to you or, on your instruction, can hold it until expiry at which time it will be
deducted from the settlement balance due.
7.5
Is this a cost?
No. Any margin that you deposit with us will either be returned to you prior to expiry if it is no longer required, or will be deducted
from the settlement balance due once the contract matures. It does, however, represent a cash flow impact which may come
at an inconvenient time, so you should give due consideration to how you might meet a margin call before entering into a trade.
7.6
Does the product you use affect your chances of being margin called?
Yes. A vanilla option (where you pay a premium) can never have a negative value and a Participator will move out of the money
half as quickly as an equivalent forward meaning the market would have to move twice as far before you were margin called.
On the other hand, leveraged options – where the obligated amount is double the equivalent forward - will move out of the
money more quickly. Please ask us for more information on this if needed.
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7.7
Extensions
In order to apply for a credit increase, you should first discuss your requirement with your hedging manager or dealer. They
will then apply for an increase to your credit line by submitting a business case to our credit team. They may well require up to
date financial statements in the form of audited year-end financial statements and more up to date management accounts.
7.8
What if you can’t or won’t pay?
If a margin call request is not met within the requisite 48 hour period, we will freeze your credit limit with us, prohibiting any
new transactions or changes to the maturity/expiry dates of existing deals until payment is received. Ultimately, continued
failure/refusal to pay a margin call will result in us terminating all your contracts. We will also commence all actions necessary
(including any legal proceedings) to recover the amounts required from you.
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8.

Instructions, Confirmations and telephone conversations

The commercial terms of a particular Structured Option will be agreed and binding at the time of dealing. This will occur verbally
over the phone as set out in WUIB’s Standard Terms and Conditions and WUIB’s Standard Terms and Conditions Supplement
Applicable to Forward Contracts, Options Contracts and Future Payments Transactions.
Shortly after entering into a Structured Option, WUIB will send you a Confirmation outlining the commercial terms of the deal. This
Confirmation is intended to reflect the transaction that you have entered into with WUIB. It is important that you check the
Confirmation to make sure that it accurately records the terms of the transaction. You should note however that there is no coolingoff period with respect to a Structured Option and that you will be bound once your original instruction has been accepted by WUIB
regardless of whether you acknowledge a Confirmation. In the event that there is a discrepancy between your understanding of
the Structured Option and the Confirmation, it is important that you raise this with WUIB as a matter of urgency.
Telephone conversations with our representatives are recorded in accordance with standard market practice. We do this to ensure
that we have complete records of the details of all transactions. Taped telephone conversations are retained for a limited time set
by the law and are usually used when there is a dispute and for staff monitoring purposes.

9.

Complaints

Our primary goal is to provide superior client service. To achieve this goal we would like to hear from you if you are
dissatisfied with our client service or any of the financial services provided to you. We would also like to hear from you if you
would like to compliment one of our employees for providing exceptional client service.
We have established procedures and policies to ensure that any complaint you may have is properly considered and
appropriate measures are taken. If you have a complaint, please contact us by e-mail at the following address:
reclami@westernunion.com. Alternatively you send your complaint in writing to our branch Office Address or to our fax
number (please see section 2 above for details of these), marked for to the attention of the Compliance Officer. Your
complaint will be promptly handled and we will give you a response within thirty (30) days from the receipt of the complaint.
In case You have not been classified as professional client or as qualified counterparty, if you are not satisfied with our answer
to your complaint or in case we do not answer it within the term of thirty (30) days, the provision under article 32-ter of the
Legislative Decree No. 58/98 regarding the extra judicial disputes resolution shall apply. Thus, in case of disputes between
you and us regarding transparency and correctness in the contractual relationships between us and you, you may have
recourse to the procedures for arbitrations and conciliation administered by the Camera di Conciliazione e Arbitrato set up by
Consob, defined by article 27 of Law No. 262/2005 as implemented by the Legislative Decree No. 179/2007.

10.

Key Terms
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At Expiry when used to describe a Knock In or Knock Out barrier means that the barrier level will only be observed at the expiry
time (usually 10AM New York time) on the Expiry Date. Previous breaches of the barrier will have no effect.
Call Option means a contract that gives the buyer the right, but not the obligation to buy a specified amount of currency.
Confirmation means written or electronic advice from WUIB that sets out the commercial details of a Structured Option.
Contracted notional amount is the sum of currency that any option contract you enter into will give you the either right or
obligation to buy or sell
Currency Pair means the two currencies in a Structured Option.
Customer means the entity that sign’s WUIB’s application form for Options and that agrees to be bound by: (i) WUIB’s Standard
Terms and Conditions; and (ii) WUIB’s Standard Terms and Conditions Supplement Applicable to Forward Contracts, Options
Contracts and Future Payments Transactions.
EC Treaty means the Treaty establishing the European Community (signed in Rome on 25th March, 1957), as amended by the
Treaty on European Union (signed in Maastricht on 7th February, 1992).
Enhanced Rate means, where applicable, the exchange rate that will apply to the purchase or sale of currency when a Buyer
exercises its right under a Put Option or Call Option.
EUR or € means the lawful currency of the member states of the European Union that adopt the single currency in accordance
with the EC Treaty.
Exercise means to make use of the right, which is possessed by a party, as specified in a Call Option or a Put Option, e.g. the right
to buy, in which case, once exercised the seller of the option is obliged to the buyer on the terms already agreed.
Expiry Date means the date on which a Structured Option expires.
Expiry Time is the time of the day on the Expiry Date that a Structured Option lapses.
Foreign Exchange Rate means the rate at which a currency pair is exchanged.
Forward Exchange Contract means an agreement where one currency is bought or sold for another currency at an agreed
Forward Exchange Rate for settlement at a specified date in the future.
Forward Exchange Rate means the Spot Rate adjusted to a future date having regard to the interest rates prevailing in the two
countries in the Currency Pair and any other relevant factor.
Knock In Rate means, where applicable, the exchange rate that we agree must be traded in the spot foreign exchange market
before the Expiry Time for the Buyers right pursuant to a Call Option or Put Option to become effective.
Knock Out Rate means, where applicable, an agreed exchange rate that if traded in the spot foreign exchange market before
the Expiry Time the Buyers right pursuant to a Call Option or Put Option cease to exist.
Margin Call has the meaning set forth in section 7.
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Mark to Market means a valuation methodology which reflects the current value of the Cash Flows related to the transaction and
provides information about market risk and appropriate hedging actions.
Market Risk means the risk of adverse movements in the value of a transaction due to movements in the Spot Rate over time.
Participation Rate means the most advantageous exchange rate that can potentially be achieved in any Structured Option that
has a collar structure in place as agreed by you.
PDS means Product Disclosure Statement.
Protection Rate (also known as the Strike Rate) is the rate at which an option contract may be exercised. In the case of
Structured Option contracts this will usually – but not necessarily always – be the worst case rate.
Put Option means contract that gives the buyer the right, but not the obligation to sell a specified amount of currency
Reset Rate means the exchange rate that will apply to the purchase or sale of foreign currency where an applicable knock in or
knock out rate has been traded in an applicable structured option.
Settlement Risk means the risk that a counter party will be unable to fulfil its obligations on the Value Date.
Spot Exchange Rate or Spot Rate means the exchange rate for settlement on a Value Date of up to two (2) business days from
the date the transaction was entered.
Strike Rate means, where applicable, the exchange rate that will apply to the purchase or sale of currency when a Buyer exercises
its right under a Put Option or Call Option.
Trading Limit means the provision of credit terms to you to cover the exposure emanating from the Settlement Risk.
USD or $ means the lawful currency for the time being of the United States of America.
Value Date has the meaning set forth in section 3.
Window when used to describe a Knock In or Knock Out barrier means that the barrier in question will only be observed during a
specified period during the life of the option contract - for example, only the final month, or final day. Breaches of the barrier level
outside of the window period will have no effect.
WUIB, Western Union Business Solutions/‘We/we, Our/our, Us/us’ means Western Union International Bank GmbH, Italy
Branch, Via Virgilio Maroso n. 50, Rome, Italy 0014, a branch of Western Union International Bank GmbH (registered in Austria,
company number FN256184t), Schubertring 11, 1010 Vienna, Austria.
‘You/you, Your/your’ means the Customer.
© 2017 Western Union Holdings, Inc. All rights reserved.
Western Union Business Solutions is a business unit of the Western Union Company and provides services in Italy through Western Union’s wholly-owned subsidiary,
Western Union International Bank GmbH, Italy Branch (referred to as "Western Union Business Solutions").
Western Union International Bank GmbH, Italy Branch (Registered Office in Rome: via Virigilio Maroso 50, 00142 Italy; Fiscal Code and Companies House Registration
number: 13068651002; Enrolled in the Bank Register held by Bank of Italy (no. 3446)), is a branch of Western Union International Bank GmbH, a company organised
under Austrian Law (Registered at the Vienna Commercial Court, Commercial Registry Number: FN256184t; Sales Tax Identification Number: ATU 61347377;Registered
Office: Schubertring 11, A-1010 Vienna, Austria; Corporate Capital: €12.000.000; Sole Shareholder (and therefore subject to the direction and coordination activity of):
Western Union Overseas Limited) and which is a bank registered on a list of banks maintained by the Austrian Financial Market Authority (Österreichische
Finanzmarktaufsicht).

47

48

