INTERNATIONAL SERVICES

PARTICIPATING FORWARD CONTRACT

TAKE ADVANTAGE OF FAVORABLE CURRENCY RATE MOVEMENTS

Global business exposure may require you to hedge your currency risk, but you still want the
opportunity to benefit from a favorable move in the currency markets. A participating forward

contract may be the answer.

PNC DELIVERS

PNC’s team of experienced foreign exchange specialists
can help you take advantage of favorable currency rate
movements, while helping to protect against unfavorable
market moves. Through a participating forward contract,
you get upside potential from favorable currency moves
on a portion of your exposure, with protection against
unfavorable currency fluctuations and usually no

upfront premium.

WHAT IS A PARTICIPATING FORWARD
CONTRACT?

A forward contract is a contractual obligation to buy
from or sell to PNC a fixed amount of foreign currency
on a future maturity date at a predetermined exchange
rate. Forward rate prices are determined by an
adjustment made to the spot, based on the interest
rate differential between two currencies (countries),
otherwise known as forward points.

Similar to a forward contract, a participating forward
contract provides protection against an unfavorable
currency fluctuation. However, priced at a hedge rate
slightly worse than a forward rate, the participating
forward allows some participation in favorable currency
exchange rate movements.

The strategy involves buying one option (protection)
and financing the premium associated with it by selling
another option, typically on 50% of exposure.

OVERVIEW OF A PARTICIPATING
FORWARD CONTRACT

e Usually structured with no upfront premium

« Provides protection (a cap or floor) against adverse
currency movements

» Provides benefit from favorable currency moves
on the participated portion of your exposure

« Participation level can be customized

CONSIDERATIONS FOR USING A PARTICIPATING
FORWARD CONTRACT

« Cap (or floor) is less attractive than the forward rate

» Best utilized when a substantial favorable currency
move is expected but otherwise carries a higher
breakeven than a range forward contract

A range forward contract is similar to a participating
forward contract and provides protection against
unfavorable currency fluctuations, while allowing
limited participation in favorable market movements
up to a predetermined level or cap.
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PARTICIPATING FORWARD CONTRACT TAKE ADVANTAGE OF FAVORABLE CURRENCY RATE MOVEMENTS

WHO CAN BENEFIT FROM USING A
PARTICIPATING FORWARD CONTRACT?

» Importers looking to reduce the cost of foreign
payables

o Exporters looking to stabilize the value of foreign
currency receivables

» Businesses that need to protect their budget at
a defined rate, while benefiting from favorable
currency moves

» Businesses that need to accommodate different

PNC’S FOREIGN EXCHANGE SALES AND
TRADING DESKS

Atlanta: 1-855-852-4700
Boston: 1-888-627-8703
Charlotte: 1-855-543-4026
Chicago: 1-866-245-4696
Cleveland: 1-800-622-7400
Dallas: 1-855-852-4700
Denver: 1-844-763-0006

views on currency direction, yet still meet hedging

. Detroit: 1-800-362-1066
requirements

Houston: 1-713-345-1580
Indianapolis: 1-800-622-7410
Milwaukee: 1-844-290-1442
Philadelphia: 1-888-627-8703
Pittsburgh: 1-800-723-9106
Washington, D.C.: 1-877-856-6957

 Businesses that want to take advantage of positive
currency fluctuations usually with no upfront premium

EXAMPLES OF HOW A PARTICIPATING FORWARD
CONTRACT WORKS

Your company protects against a strengthening euro
by executing a participating forward contract with a
1.15 cap and a 50% participation level expiring June 29.
If at expiry the EUR spot is:

» Above 1.15, you purchase 100% of your EUR at 1.15

« Below 1.15 (for example, 1.05), you purchase 50%
of your EUR at 1.15 and the balance at 1.05, creating
a blended rate of 1.10

READY TO HELP

At PNC, we combine a wide range of financial resources with a deep understanding of your business to help
you achieve your goals. To learn more about how we can bring ideas, insight and solutions to you, please call
PNC'’s Foreign Exchange group or visit pnc.com/fx.

The information contained herein (“Information”) was produced by an employee of PNC Bank, National Association’s (“PNC Bank”) foreign exchange and derivative products group.
Such Information is not a “research report” nor is it intended to constitute a “research report” (as defined by applicable regulations). The Information is of general market, economic,
and political conditions or statistical summaries of financial data and is not an analysis of the price or market for any product or transaction. Under no circumstances should the
Information be considered trading advice or a recommendation or solicitation to buy or sell any products or services or a commitment to enter into any transaction.

This document and the Information it contains is intended for informational purposes only, and should not be construed as legal, accounting, tax, trading or other professional advice.

You should consult with your own independent advisors before taking any action based on the Information. The Information is gathered from sources PNC Bank believes to be reliable

and accurate at the time of publication and are subject to change without notice. PNC Bank makes no representations or warranties regarding the Information’s accuracy, timeliness, or
completeness. All performance, returns, prices or rates are for illustrative purposes only. Markets do and will change. Actual results will vary, and may be adversely affected by exchange
rates, interest rates, commodity prices or other factors.

PNC is a registered service mark of The PNC Financial Services Group, Inc. (“PNC”). Foreign exchange and derivative products are obligations of PNC Bank, Member FDIC and a wholly
owned subsidiary of PNC. Foreign exchange and derivative products are not bank deposits and are not FDIC insured, nor are they insured or guaranteed by PNC Bank or any of its
subsidiaries or affiliates.

©2022 The PNC Financial Services Group, Inc. All rights reserved.

CIB CM PDF 0821-089-1895301-RE

pnc.com/fx


https://pnc.com/fx
https://pnc.com/fx




Accessibility Report





		Filename: 

		CIBCM_1895301_Participating-Forward-RE.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 2



		Passed manually: 0



		Failed manually: 0



		Skipped: 0



		Passed: 30



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Needs manual check		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Needs manual check		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Passed		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top



