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Introduction 

The contents of this document and related product/offering documents or information provided 
by the issuer have not been reviewed by the Hong Kong Securities & Futures Commission (“SFC”), 
the Monetary Authority of Singapore (“MAS”) or any regulatory authority in Hong Kong or 
Singapore and you are advised to exercise caution in relation to this document and related 
product/offering documents or information.  If you are in doubt about any of the contents of this 
document and related product/offering documents or information, you should obtain independent 
professional advice. 

Foreign exchange forwards and swaps are complex products and are derivatives products. 
Investors should exercise caution in relation to such products. Do not invest in it unless you fully 
understand and are willing to assume the risks associated with it. Prior to entering into a 
transaction or investing in any product, each investor should fully understand the terms, 
conditions and features of such product as well as the risks and merits of entering into the 
transaction/investing in such product, and consult their own legal, regulatory, tax, financial and 
account advisors before making the investment. Where past performance information is provided, 
such past performance is not indicative of future performance. If you are in any doubt about the 
risks involved in the product, you should seek appropriate professional advice. 

Notwithstanding other provisions in this document, these products are not authorized by the SFC 
and may be offered in Hong Kong only to "professional investors" within the meaning of the 
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) and any rules made 
thereunder. These products are not authorized by the MAS and may be offered in Singapore only 
to "accredited investors" within the meaning of the Securities and Futures Act, Chapter 289 of 
Singapore. 

These products are not equivalent and should not be treated as a substitute for a term deposit. It 
is not a protected deposit and is not protected or insured under the Deposit Protection Scheme in 
Hong Kong and the Deposit Insurance Scheme in Singapore. 

THIS DOCUMENT CANNOT DISCLOSE ALL POSSIBLE RISKS OF THE PRODUCT. 

Terms may be defined differently under specific issues. Investors should read and understand 
this brochure, as well as the termsheet, and/or all other offering documents (together, the 
"Documents"), in particular the risk factors, for further details. 

JU 861 
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Singapore dollar deposits of non-bank depositors are insured by the Singapore Deposit Insurance 
Corporation, for up to S$75,000 in aggregate per depositor per Scheme member by law. Foreign 
currency deposits, dual currency investments, structured deposits and other investment 
products are not insured. 

BNP Paribas is a member of the Deposit Protection Scheme in Hong Kong. Eligible deposits taken 
by BNP Paribas,  acting through its Hong Kong branch are protected by the Scheme up to a 
limit of HK$500,000 per depositor. 
 
The following types of deposits maintained with BNP Paribas, acting through its Hong Kong 
branch in various  currencies  are  deposits  qualified  for  protection  by  the  Deposit  
Protection  Scheme  in  Hong  Kong: 
 
• Cash deposits 
• Fixed Deposits with tenor for not more than 5 years 
• Deposits that are used as security or collateral for the provision of any banking or financial 

services 
 
Please however note that deposits that are placed outside Hong Kong (including without  
limitation, deposits that are placed with BNP Paribas, acting through its Singapore branch) are 
not  protected deposits and hence are not protected by the Deposit Protection Scheme in Hong 
Kong. 

DEPOSIT INSURANCE SCHEME IN SINGAPORE 

DEPOSIT PROTECTION SCHEME IN HONG KONG 
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Notre stratégie immobilière en bref 

Term Deposit 
A term deposit is a deposit placed for a fixed period at a fixed rate of interest. 
 
The term, rate and currency of the deposit are agreed by both parties involved. Typical maturities range anywhere  
from one day to one year. 
 
The rate of interest is fixed for the term of the deposit and is usually benchmarked against a major reference rate. 
 
The customer may not terminate any deposit transaction before its maturity date without the approval of BNP Paribas  
(the “Bank”). If the Bank allows the customer to terminate a deposit transaction prior to its maturity date, early  
termination costs may apply. 
 
 

Foreign Exchange Market 
The Foreign Exchange ("FX" or "forex" market is the market in which participants are able to buy, sell, exchange and 
speculate on currencies.) 
 
Over the Counter (OTC) Market 

The FX market runs 24 hours a day (opens from Mondays in New Zealand and closes on Fridays in New York) in the  
major financial centers around the world. The FX market is an over-the-counter (OTC) market, which is a decentralized  
market (as opposed to an exchange market) without a central physical location, where market participants trade with  
one another through various communication channels, such as by telephone, email and proprietary electronic trading  
systems. This means that all of the following are negotiable between the two counterparties in the market: 

- the size of the deal 

- the settlement date 

- the price 
 
Types of Foreign Exchange Rate Systems 

The financial authorities in a given country can choose to apply one of the following foreign exchange rate systems  to 
their currency: 

• Fixed: Under this system, the exchange rate is fixed at a certain level. As at the date of this brochure, it is more  
common for one currency to fix its exchange rate against the value of another currency without any bilateral  
agreement. 

• Pegged: Under this system, the currency value is pegged to single or basket of currencies. In other words, the  
currency tracks the value of one or more other currencies. 

• Semi-pegged: Under this system, the currency value is pegged within specified ranges. The relevant authorities  
intervene to keep the currencies within these specified ranges. 

• Free float: Under this system, the exchange rate acts as a function of the current level of market supply and  
demand. The authorities do not set specific target for the exchange rate level. 

• Managed float (or “dirty float”): Under this system, the currency is allowed to float, but the authorities will  
counteract appreciations or depreciations that take the currency outside of its trading range. The authorities are  
not obliged to maintain the currency within certain bands, but will usually intervene if the exchange rate moves  
to what is considered to be an unacceptable level. 
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Notre stratégie immobilière en bref 

Market Conventions and Terminology 
• Currency Notation 

Each currency is presented by a three-letter code.  
Examples: 
USD: US dollar 
EUR: Euro 
HKD: Hong Kong dollar  
SGD:  Singapore dollar  
JPY:   Japanese yen  
CNY: Chinese yuan 

• Reading a quote 

The symbol for an exchange rate is in the form A/B (or A_B or AB). This is referred to as a currency pair. The  
currency to the left (of the slash or underscore) is the base currency, while the currency on the right is called the  
quote or counter currency. It corresponds to the price in currency B to purchase 1 or 100 units currency A. For  
instance, EUR USD is the price of 1 Euro expressed in US dollar. 

 

• Direct and Indirect currency quotations 

A direct currency quote is a currency pair in which the domestic currency is the quoted currency; while an indirect  
quote, is a currency pair where the domestic currency is the base currency and corresponds to the calculated  
inverse value of the direct quotation. 

 

• Cross currency 

When a currency quote is given without the U.S. dollar as one of its components, this is called a cross currency. 

 

• Bid-Ask spread 

When you are trading a currency pair, there is a bid price (buy) and an ask price (sell). 

Example: 

A/B = 1.2000/05 where Bid = 1.2000 and Ask= 1.2005  
The Bid-Ask spread is 5 pips 

The Bid price is the price in B currency the bank/trader is willing to pay to buy the A currency. 

The Ask price (or offer price) is the price in B currency the bank/trader is willing to sell the A currency. 

 
6 



Terms Deposits and Foreign Exchange   June 2019 

Notre stratégie immobilière en bref 

Foreign Exchange Transactions/Products 

Spot Transactions 
The basic form of a foreign exchange transaction is a spot transaction. 
 
The spot market is where currencies are bought and sold according to the current price. When a deal is finalized, this is  
known as a “spot deal”. It is a bilateral transaction by which one party delivers an agreed-upon currency amount to the  
counter party and receives a specified amount of another currency at the agreed-upon exchange rate value. 
 
A spot transaction is a two-day delivery transaction (except in the case of trades between the US dollar, Canadian dollar,  
Turkish lira, Euro and Russian ruble, which settle the next business day). 
 
Forwards 1 

An FX forward contract is an agreement to purchase or sell a set amount of a foreign currency at a specified price 
for settlement at a predetermined time in the future. 
 
A forward transaction is mainly used by parties who are seeking to hedge against adverse currency fluctuations or to  
stabilize a stream of future cash flows by taking advantage of the current rate. 
 
In the forwards market, contracts are bought and sold OTC between two parties, who determine the terms of the  
agreement between themselves. 
 
The difference between the forward and spot rates for two currencies is derived from the difference in interest rates  
between the two currencies. The forward rate guarantees an exchange rate at a pre-specified point in time. The forward  
rate is calculated by adding or deducting the forward points to or from the spot rate: 
 

If the interest rate of the base currency is less than the rate of alternate currency: 
Forward rate = Spot rate + Forward points 

If the interest rate of the base currency is greater than the rate of alternate currency: 
Forward rate = Spot rate - Forward points 

 
Forward rates are quoted in Forward points. For most currencies, one point equals 0.0001 because the spot rates are  
quoted to four decimal places. An exception is the Japanese yen where one point equals 0.01 (this is because the yen  
spot rate is quoted to two decimal places). 

Swaps 1 
An FX swap is a deal involving two FX transactions, one spot and one forward. The first transaction is to exchange  
currencies with spot value at the spot rate. The second transaction is to reverse the exchange of the same currencies  on 
an agreed date at an agreed price. 

• 2 counter-parties deal 
• Spot rate for first  

transaction is agreed 

• Forward price for second  

transaction is agreed 

• Currencies are  
exchanged at the 
agreed  spot rate 

• Currencies are  
exchanged in reverse 
at  the agreed forward 
price 
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1  Early exit: investors will have to bear any applicable fees, charges and/or commission, such as for squaring the 
positions. 

Terms Deposits and Foreign Exchange   June 2019 
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Notre stratégie immobilière en bref 

Major Risks of Foreign Exchange Transactions/Products 
Before investing, you must satisfy yourself that you fully understand the products / transactions and the risks  of 
investment. Investors should not invest based on this document alone. Investors should refer to the relevant  
termsheet and / or offering document(s) for further details, in particular the risk disclosure statements. Like any  
other financial instrument, Foreign Exchange transactions / products entail a certain number of risks for their  
investors. The major risks include: 

 

1. Leverage Risk – Margin trading 
2. Interest Rate Risk (impact on forward and swap transactions) 
3. Foreign Exchange Risk 
4. Counterparty Risk 
5. Sovereign Risk 
6. Other risks 

 

Leverage Risks - Margin Trading 

In forex margin trading, leverage requires a small initial investment, called a margin, to gain access to substantial  
trades in foreign currencies. Small price fluctuations can result in margin calls where the investor is required to  pay 
an additional margin. During volatile market conditions, aggressive use of leverage could result in substantial  losses 
in excess of initial investments. 

Interest Rate Risk 
When the interest rate of a currency rises, it will affect the forward points of the currency pair. 

The buyer of the currency with rising rate in a forward agreement will enjoy a favorable forward points. As a Forex  
Swap involves a Spot and a Forward, the above described mechanism will apply to the Forward leg. 

Foreign Exchange Risk 
Changes in the exchange rate between your home currency and the product currency, and changes in the exchange  
rate between the product currency and the underlying currency may impact the performance of your investment  
and your return. Foreign exchange rates may change suddenly and unpredictably. 

Counterparty Risk 

The counterparty in a financial transaction is the company which provides the asset to the investor. Thus counterparty  
risk refers to the risk of default from the dealer or broker or bank in a particular transaction. In forex trades, spot 
and  forward contracts on currencies are not guaranteed by an exchange or clearing house. In spot currency trading,  
the counterparty risk comes from the solvency of the market maker. Failure or delay in payments or deliveries by  
the counterparty, the custodian, clearing system, or other third party paying agents or intermediaries may result in  
failure or delay in payments or deliveries due to the investor. 

Sovereign Risk 
When weighing the options to invest in currencies, one must assess the structure and stability of their issuing  
country. In many emerging countries, exchange rates are fixed to a world leader such as the US dollar. In this  
circumstance, central banks must sustain adequate reserves to maintain a fixed exchange rate. 

A currency crisis can occur due to frequent balance of payment deficits and result in devaluation of the currency.  
This can have substantial effects on forex trading and prices. 

Conflicts of interest 
Various potential and actual conflicts of interest may arise from the overall investment activities or the roles of the 
parties involved in any investment product or transaction, their investment professionals and/or their affiliates. In 
particular, the counterparty / issuer / provider or its related entities or affiliates can offer or manage other 
investments which interests may be different to the interest of your investments in that investment product or 
transaction; or for cases where the product counterparty or issuer is BNP Paribas or its related entity or affiliate, BNP 
Paribas may also act as distributor, guarantor, calculation agent and/or arranger of the same product. 

Other Risks 
THIS DOCUMENT CANNOT DISCLOSE ALL POSSIBLE RISKS OF THE PRODUCT. Investors should not invest in the 
product based on this document alone. Foreign Exchange forwards and swaps are unlisted, not collateralized and 
not authorized by the Hong Kong Securities and Futures Commission and the Monetary Authority of Singapore. There 
may not be an active or liquid market. Buying derivatives is not the same as a direct investment in the currencies 
concerned. Foreign Exchange forwards and swaps are not covered by the Investor Compensation Fund established 
under the Hong Kong Securities & Futures Ordinance. Presently, the Investor Compensation Fund covers only 
exchange-traded products in Hong Kong. 
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Notre stratégie immobilière en bref 

Glossary 

• Spot rate 
The price quoted for immediate settlement on a commodity, a security or a currency. The spot rate, also called “spot  
price,” is based on the value of an asset at the moment of the quote. 

 
• Pip (price interest point): 
A pip measures the amount of change in the exchange rate for a currency pair. For currency pairs displayed to four  
decimal places, one pip is equal to 0.0001. Yen-based currency pairs are an exception and are displayed to only two  
decimal places (0.01). 

 
• Forward points 
Forward points are the difference between spot and forward prices expressed in pips (discount or premium). 

 
• Forex Margin trading 
Margin can be thought of as a good faith deposit to maintain open positions. Buying on margin allows a client to  
leverage a position that is larger than the actual amount put down. Margin requirements in the Forex market vary  
depending on a countries Forex regulations 

 
• Leverage 
Leverage is the use of various financial instruments or borrowed capital, such as margin. 
In the context of Forex trading, the use of leverage can significantly improve the return on investment of profitable  
currency trades as contracts with large notional values can be traded with only a small fraction of cash invested.  
However, the use of leverage will also amplify losses in unprofitable trades. 

 
• Margin call 
A margin call occur when additional funds are required to bring up the margin deposit to cover adverse movements  
in prices. 
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Disclaimer 
 

This document is provided in Singapore by BNP Paribas, acting through its Singapore branch, and in Hong Kong by 
BNP Paribas, acting through its Hong Kong branch.  BNP Paribas, acting through its Hong Kong branch is a licensed 
bank regulated by the Hong Kong Monetary Authority, a Registered Institution under the Securities and Futures 
Ordinance of Hong Kong (Cap. 571), and registered with the Securities and Futures Commission (SFC) to carry on 
Types 1, 4, 6 and 9 regulated activities in Hong Kong (SFC CE Reference: AAF564). BNP Paribas, acting through its 
Singapore branch, is a licensed bank regulated by the Monetary Authority of Singapore. BNP Paribas Wealth 
Management is the business line name for the Wealth Management activity conducted by BNP Paribas. 

This document is produced for general information only and should not be used as reference for entering into any 
specific transaction, and the information and opinions contained herein should not be relied upon as authoritative or 
taken in substitution for the exercise of judgment by any recipient or the seeking of independent professional advice 
(such as financial, legal, accounting, tax or other advice) by any recipient. This document is not intended to be an 
offer or a solicitation to buy or to sell or to enter into any transaction. In addition, this document and its contents is 
not intended to be an advertisement, inducement or representation of any kind or form whatsoever. BNP Paribas 
reserves the right (but is not obliged) to vary the information in this document at any time without notice and, save 
to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, BNP Paribas 
shall not be responsible for any consequences arising from such variation.  

The terms set forth herein are intended for discussion purposes only and are subject to the final expression of the 
terms of the transaction, if the investor decides to proceed with the transaction. The final terms of the transaction 
will be set forth in the final term sheet, any applicable agreement and/or confirmation. Please also refer to the 
disclosure and other important information concerning our fees, charges and/or commissions as set out in the Fee 
Schedule.  

Although the information and opinions provided herein may have been obtained or derived from published or 
unpublished sources considered to be reliable and while all reasonable care has been taken in the preparation of 
this document, BNP Paribas does not make any representation or warranty, express or implied, as to its accuracy or 
completeness and, save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to 
your account, BNP Paribas shall not be responsible for any inaccuracy, error or omission. All analysis, estimates and 
opinions contained in this document constitute BNP Paribas’ own judgments as of the date of this document, and 
such expressions of opinion are subject to change without notice. Information provided herein may contain forward-
looking statements. The words "believe", "expect", anticipate", "project", "estimate", "predict", "is confident", "has 
confidence" and similar expressions are also intended to identify forward-looking statements. These forward-looking 
statements are not historical facts but based on the current beliefs, assumptions, expectations, estimates, and 
projections of BNP Paribas in light of the information presently available, and involve both known and unknown risks 
and uncertainties. These forward-looking statements are not guarantees of future performance and are subject to 
risks, uncertainties and other factors, some of which are beyond control and are difficult to predict. Consequently, 
actual results could differ materially from those expressed, implied or forecasted in these forward looking 
statements. Investors should form their own independent judgment on any forward-looking statements and seek 
their own advice from professional advisers to understand such forward-looking statements. BNP Paribas does not 
undertake to update these forward looking statements.  Where investors take into account any theoretical historical 
information regarding the performance of the product/investment, investors should bear in mind that any reference 
to past performance should not be taken as an indication of future performance. BNP Paribas is not giving any 
warranties, guarantee or representation as to the expected or projected success, profitability, return, performance, 
result, effect, consequence or benefit of any investment/ transaction. Save to the extent provided otherwise in Clause 
6.5 of the Terms and Conditions applicable to your account, no BNP Paribas group company or entity therefore 
accepts any liability whatsoever for any loss arising, whether direct or indirect, from the use of or reliance on this 
document or any part of the information provided.  

Structured transactions are complex and may involve a high risk of losses including possible loss of the principal 
invested. If any product mentioned in this document is a structured product which involves derivatives, do not invest 
in it unless you fully understand and are willing to assume the risks associated with it.  If you are in any doubt about 
the risks involved in any product/transaction, you should seek independent professional advice. 

Prior to entering into any transaction, each investor/subscriber should fully understand the terms, conditions and 
features of the product/investment as well as the risks and merits of entering into any transaction/investment, and 
consult with their own legal, regulatory, tax, financial and accounting advisors before making the investment. 
Investors/subscribers should fully understand the features of the investment, be financially able to bear a loss of  



their investment and be willing to accept such risk. Save as otherwise expressly agreed in writing, (a) where BNP 
Paribas does not solicit the sale of or recommend any financial product to the investor/subscriber, BNP Paribas is 
not acting as financial adviser of the investor/subscriber in any transaction, and (b) in all cases, BNP Paribas is not 
acting as fiduciary of the investor/subscriber with respect to any transaction.  

BNP Paribas and/or persons associated or connected with it may effect or have effected a transaction for their own 
account in a product/an investment described in this document or any related product before or after this document 
is published. On the date of this document, BNP Paribas and/or persons associated or connected with it and their 
respective directors and/or representatives and/or employees may take proprietary positions and may have a long 
or short position or other interests or make a market in a product mentioned in this document, or in derivative 
instruments based thereon, and may purchase and/or sell the investment(s) at any time in the open market or 
otherwise, whether as principal or as agent or as market maker. Additionally, BNP Paribas and/or persons 
associated or connected with it may have within the previous twelve months acted as an investment banker or may 
have provided significant advice or investment services to the companies or in relation to a product mentioned in 
this document.  

This document is confidential and intended solely for the use of BNP Paribas and its affiliates, their respective 
directors, officers and/or employees and the persons to whom this document has been delivered. It may not be 
distributed, published, reproduced or disclosed by any recipient to any other person, nor may it be quoted or 
referred to in any document, without the prior written consent of BNP Paribas.  

Hong Kong: This document is distributed in Hong Kong by BNP Paribas, acting through its Hong Kong branch only to 
Professional Investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong 
Kong (Cap. 571). The products or transactions described in this document may not be authorised in Hong Kong and 
may not be available to Hong Kong investors.  

Singapore: This document is distributed in Singapore by BNP Paribas, acting through its Singapore branch only to 
Accredited Investors within the meaning of the Securities and Futures Act, Chapter 289 of Singapore only and is not 
intended for investors in Singapore who are not such Accredited Investors and should not be passed on to any such 
persons. Some products or transactions described in this document may not be authorised in Singapore and may 
not be available to Singapore investors.  

Save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, 
information in this document is for general circulation to the intended recipients only and is not intended to be a 
recommendation or investment advice to recipients hereof. A recipient of this document should seek advice from 
its/his own professional adviser regarding the suitability of the products or transactions (taking into account the 
recipient's specific investment objectives, financial situation and particular needs) as well as the risks involved in 
such products or transactions before a commitment to purchase or enter into any product or transaction is made. 

Please note that this document may relate to a product or products where BNP Paribas is issuer, and in such 
instance this document or certain information contained therein may have been prepared by BNP Paribas in its 
capacity as product issuer (“Issuer Document”). Where an Issuer Document is provided to you by BNP Paribas, acting 
through its Hong Kong branch or BNP Paribas, acting through its Singapore branch in its capacity as distributor, it 
shall also be subject to Clause 6.5 of BNP Paribas Wealth Management’s prevailing Terms and Conditions applicable 
to your accounts (“T&Cs”). To the extent that there are any inconsistency between the terms of an Issuer Document 
and Clause 6.5 of the T&Cs, the latter shall prevail. 

Generally, please take note that various potential and actual conflicts of interest may arise from the overall 
investment activities or the roles of the parties involved in any investment product or transaction, their investment 
professionals and/or their affiliates. In particular, the counterparty / issuer / provider or its related entities or 
affiliates can offer or manage other investments which interests may be different to the interest of your investments 
in that investment product or transaction; or for cases where the product counterparty or issuer is BNP Paribas or 
its related entity or affiliate, BNP Paribas may also act as distributor, guarantor, calculation agent and/or arranger 
of the same product. 

By accepting this document you agree to be bound by the foregoing limitations.  

In case there is a Chinese version of this document and there is any discrepancy between the English and Chinese 
versions, the English version shall prevail. 

© BNP Paribas (2019). All rights reserved.  
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DISCOVER OUR SOLUTIONS AND CONTACT YOUR PRIVATE BANKER: 
 

https://wealthmanagement.bnpparibas/asia/en.html 
BNP Paribas 
Wealth Management 

@BNPP_Wealth 

BNP Paribas Wealth Management 
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