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 Today we will cover several types of Listed Derivatives

▬ ETNs (Exchange Traded Notes)

▬ Warrants (options)

▬ Futures 

 What is a listed derivative?

– A financial instrument, traded on an exchange, the price of which is directly dependent upon 

(i.e., "derived from") the value of one or more underlying commodity

 Standard Bank is a leader in Listed Retail Derivatives on the JSE 

– By retail we mean: Derivatives for the private Trader

Introduction



3Risk Return Profile

Cash

Commodity ETNS
1:1 Movement

Commodity Warrants
4-10x Movement

Commodity Futures
>10x Movement

RETURN

RISK
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CIB South Africa

Client Facing 
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OSTRetail Desk

• Global Markets:
• The largest Sub-

Saharan African Global 
Markets Group

• Treasury Operations in 
15 African countries

• Rated No 1 by Risk 
Magazine for last 5-
years

Retail Team

•Rated Number 1 in Warrants and Instalments 

by Risk Magazine for the last 4 years. 

•Number One in Warrants in market share for 

8 years

•First Bank to launch Currency Reference 

Warrants in 2009

Online Share Trading: 

•Largest online stock 

broker in South Africa

•Cheapest warrant 

trading in SA (R50 flat 

per trade)

Global Markets

Commodity Desk
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Commodity ETNs



6What are ETNs?

• JSE-listed instruments that track the performance of an underlying instrument or 

index.

• Traded in the same manner as a listed security. 

• Standard Bank is the issuer and market maker of the ETNs and will therefore 

facilitate the buying and selling, ensuring the liquidity. 

• Standard Bank ETNs will constitute senior unsecured unsubordinated obligations.

• Offering Includes: OIL, Gold, Platinum, Palladium. Silver, Wheat and Corn

http://www.nwofighters.org/wp-content/uploads/2010/05/oil-rig.jpg
http://www.google.co.za/imgres?imgurl=http://www.nsrw.com/images/copper.jpg&imgrefurl=http://www.nsrw.com/&h=834&w=900&sz=26&tbnid=RfQVsHz4giSvmM:&tbnh=135&tbnw=146&prev=/images?q=copper+pictures&zoom=1&q=copper+pictures&hl=en&usg=__gZzIL8Eu-PnYf877CiQ2r9kp0ik=&sa=X&ei=RNc_TbzmOIjHswa8xfj0BA&ved=0CBMQ9QEwAQ


7Standard Bank Commodity ETNs

• Standard Bank‟s Commodity Linker ETNs provide investors with exposure to 

commodities in a cost effective manner. 

• A total return index is created from the near dated USD commodity future, USD 

interest rates and the USDZAR exchange rate. 

• The near-dated future is used as it is typically the most cost effective way of 

gaining exposure to commodities. 

• The Commodity Linker ETNs therefore do not incur the costs of owning, storing 

and insuring physical commodities.

• Annual management fee of 0.5% is accrued daily



8ETN Price

• The ETN price = ZAR commodity future price x Exposure Factor. ($ 1,750 x 7.00 x factor) 

• Each ETN gives the investor exposure to a portion of an ounce/pound/barrel or bushel of the 

commodity, this fraction is determined on issuance of the note and fluctuates marginally through 

time as interest is earned and expenses are incurred. 

Commodity Category JSE Code
Measure 

Convention

Exposure 

Factor

Corn Agriculture SBACRN Bushels 1 / 5

Wheat Agriculture SBAWHT Bushels 1 / 5

Copper Base Metals SBACOP Pounds 1 / 2.5

WTI - Oil Energy SBAOIL Barrels 1 / 50

Gold Precious Metals SBAG1 Ounces 1 / 86.84

Palladium Precious Metals SBAPD1 Ounces 1 / 34.59

Platinum Precious Metals SBAPL1 Ounces 1 / 111.72

Silver Precious Metals SBAS1 Ounces 1 / 1.32
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Commodity Linkers

1. No gearing

2. Liquid

3. No need to own 

physical

4. Cost Effective
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Commodity Reference Warrants
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 Warrants are options

 They trade on the JSE in the same manner as shares

 They enable Traders to maximise returns whilst strictly limiting losses

 They give traders the opportunity to make money in rising or falling markets

 Have a limited life span

 Their price moves up and down relative to price movements in the underlying 

An Introduction to Warrants
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 Low cost

 Potential to leverage your investment

 Downside limited to the initial premium paid

 Traded on exchange

 Transparency of a listed instrument

 Liquid market with tight spreads

Advantages of Warrants

Leverage can’t make a bad investment good, but it can make a good 

investment bad! Leverage can limit your staying power. 
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Call Warrants

 Right to buy

 Right to buy at fixed price 

 Expires on fixed date

 Increase in value if the underlying goes up

Calls & Puts

Put Warrants

 Right to sell 

 Right to sell at a fixed price 

 Fixed Expiry Date

 Go up if underlying goes down 



14

 A CoRW is a derivative that‟s value is based on an underlying, being a commodity. 

 The underlying is the Rand value of the underlying commodity 

Gold $ 1,750 x R 7.15 = R 12,512

The investor has the right but not the obligation to either buy or sell the performance

of the rand value of the underlying commodity, for instance the Rand Platinum price;

at a specific rand value known as the strike price at a specific date; known as the

expiry or maturity date. 

 CoRWs are cash settled in rands which means that no transfer or settlement of foreign 

currency or commodity will occur.

 CoRWs cannot be exercised into the underlying commodity.

What are Commodity Reference Warrants?
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Call Warrant

PLT

GOL = GOLD

PLT = PLATINUM

OIL = OIL

SB

Issuer code:

SB = Standard Bank

A

A = the series of the 

Commodity Reference 

Warrant 

(A being the first and B 

being the second)

PLT

GOL = GOLD

PLT = PLATINUM

OIL = OIL

SB

Issuer code:

SB = Standard Bank

P

P = the series of the 

Commodity Reference 

Warrant 

(P being the first and Q 

being the second)

Put Warrant

CoRW’s come in Calls and Puts
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List of Commodity Warrants

Underlying Code Strike Expiry Type Ratio Gearing

GOLD GOLSBC R       10,250 02 Aug 11
European 

Call
3,000 17

GOLD GOLSBD R       11,250 04 Jan 12
European 

Call
1,800 7

OIL OILSBB R             860 04 Jan 12
European 

Call
90 8

PLATINUM PLTSBD R       13,250 04 Jan 12
European 

Call
2,600 7
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Commodity Futures

http://www.nwofighters.org/wp-content/uploads/2010/05/oil-rig.jpg


18WEALTH WARNING

Trading futures can offer significant returns BUT also 

subject you to significant losses if the market moves 

against your position. You may, in a relatively short 

time, sustain more than a total loss of the funds placed 

by way of initial margin. You may be required to 

deposit a substantial additional sum, at short notice, to 

maintain your margin balance. If you do not maintain 

your margin balance your position may be closed out 

at a loss and you will be liable for any resulting deficit.



19

What is a Future?

A futures contract is an agreement between two parties that:

1. is of a standardised contract of a specific quantity of underlying asset

2. is listed on the exchange (SAFEX), removing counterparty risk

3. expires on a predetermined date in the future, rand settled.
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Features

Require reduced capital to trade – Only pay a deposit (initial margin) – This 

LEVERAGE / GEARING adds risk.

Allow you to benefit in both rising and falling markets – (short / bear sales).

As the underlying asset price goes up and down, so to does the futures price.

Unlike most investments, profits and losses on futures are realised and settled 

on a daily basis.
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Margin

Every trade that takes place on SAFEX is guaranteed by SAFEX.

By a process known as novation SAFEX becomes the counterparty and 

thus guarantees the performance on each trade and removes the risk of 

counterparties not meeting their obligations.

 In order to protect itself against any particular party failing to meet its 

obligations SAFEX employs a process of margining.

 There are 2 types of margin:

– Initial margin

–Variation margin
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Initial Margin

 To ensure that  you meet the obligations of your trade, SAFEX requires that you 

post (deposit) initial margin.

 This money remains on deposit as long as the position is open. 

 The initial margin is returned to the investor when the position is closed out, or the 

contract expires.

 Initial margin can vary from under 5% to 50% of the underlying value of the 

position. 

 It is meant to equal the highest loss that may occur in a one day‟s trade. 

Online Share Trading requires an extra 50%. This is referred to as the “buffer” and 

is included in the Initial Margin.
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Variation margin

At day end, the JSE calculates a closing price (mark-to-market “MTM”) for each 

future.

 The profit or loss for the day for each position is calculated based on the MTM of 

the current day less the MTM of the previous business day.

 The profit or loss is referred to as the “variation margin” and is settled the next 

business day into your trading account.

Online Share Trading does this calculation on a real-time basis during the course 

of the business day to give clients a real-time view of the status of the portfolio.

Once your available cash is depleted and 50% buffer is gone, you will be closed 

out.
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Futures Pricing  

1. In most cases the price of a Futures will be above the price of the underlying 

with the price of the Future and the underlying asset converging as we get 

closer to the expiry date

2. The price at which the Future is priced is referred to as the “Fair Value”

Fair value = The underlying price + carrying costs 

 Because the Future ties up less money, there’s an opportunity cost to holding the 

physical over the Future (interest = carrying costs). 

Traded Price = Fair value +/- Market makers & brokers commissions



25List of Commodity Futures 

Contract Code Expiry Date SBG Initial Margin
Contract 

Size
Est. Exposure Gearing

COPP SEP 11 01-Sep-11 R 9,000 2500 lb R 70,000 8 

COPP DEC 11 01-Dec-11 R 9,000 2500 lb R 70,000 8 

SILV SEP 11 01-Sep-11 R 18,750 500 oz R 140,000 7 

SILV DEC 11 01-Dec-11 R 18,750 500 oz R 140,000 7 

GOLD OCT 11 03-Oct-11 R 9,600 10 oz R 130,000 14 

PLAT OCT 11 03-Oct-11 R13,050 10 oz R 130,000 10 

WTIO DEC 11 01-Dec-11 R10,500 100 oz R 65,000 6 
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Comparing Costs
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Comparing Brokerage Costs

Warrants: R50 Flat

B/O: 1 cent

ETNs: 0.5%

B/O: 0.5% - 1% 
F

u
tu
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s

: 0
.1

%

B
/O

: 0
.5

%
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Using the Websites
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Using the OST Site - Looking for a ETN

Select ETNs From 

Instrument List

List of all ETNs
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Using Warrants Site (www.warrants.co.za)– ETNs

Select ETNs From 

Instrument List

ETN Brochures in PDF
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Using Warrants Site (www.warrants.co.za)– Looking for a Warrant

Select ETNs From 

Instrument List

List of all CoRWs
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Using Warrants Site - Looking for a Warrant

Select Help & Education

Download the warrants 

tutorial

https://securities.standardbank.co.za/ost/nsp/BrochureWarePublic/Education/Warrants/warrantsCourse.asp
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Using the OST Site - Looking for a Commodity Future

Select ETNs From 

Instrument List

List of all Commodity 

Futures
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Using the JSE Site - http://www.jse.co.za/Markets/Commodity-Derivatives-Market.aspx

Important Commodity 

Information



35Contact details

Richard Juchniewicz

Equity Derivatives

Corporate and Investment Banking Division of Standard Bank

Email: richard.juchniewicz@standardbank.co.za / Contact number: +27 11 384 2514



36Disclaimer

This presentation is provided for information purposes only on the express understanding that the information contained herein will be regarded as strictly confidential.  It is not to be delivered 

nor shall its contents be disclosed to anyone other than the entity to which it is being provided and its employees and shall not be reproduced or used, in whole or in part, for any purpose other 

than for the consideration of the financing or transaction described herein, without the prior written consent of a member of the Standard Bank Group. The information contained in this 

presentation does not purport to be complete and is subject to change.  This is a commercial communication.  This presentation may relate to derivative products and you should not deal in 

such products unless you understand the nature and extent of your exposure to risk. The presentation does not include a personal recommendation and does not constitute an offer, or the 

solicitation of an offer for the sale or purchase of any financial product, service, investment or security. The investments and strategies discussed here may not be suitable for all investors; if you 

have any doubts you should consult your investment advisor. The investments discussed may fluctuate in price or value Whilst every care has been taken in preparing this presentation, no 

member of the Standard Bank Group gives any representation, warranty or undertaking and accepts no responsibility or liability as to the accuracy, or completeness, of the information in this 

presentation Past performance is not indicative of future results.   For the avoidance of doubt, our duties and responsibilities shall not include tax advisory, legal, regulatory accounting or other 

specialist or technical advice or services.  You are to rely on your own independent appraisal of and investigations into all matters and things contemplated by this presentation.  By accepting 

this presentation, you agree to be bound by the foregoing limitations. Kindly note that this presentation does not represent an offer of funding since any facility to be granted in terms of this 

presentation would be subject to the Standard Band Group obtaining the requisite internal and external approvals. Copyright 2010 Standard Bank Group.  All rights reserved.

UK Residents

This presentation is not intended for the use of retail clients and must not be acted on or relied on by persons who are retail clients. Any investment or investment activity to which this 

presentation relates is only available to persons other than retail clients and will be engaged in only with such persons.  Standard Bank Plc (SB Plc) is authorised and regulated by the Financial 

Services Authority (FSA), entered in the FSA‟s register (register number 124823) and has approved this presentation for distribution in the UK only to persons other than retail clients.  Persons 

into whose possession this presentation comes are required by SB Plc to inform themselves about and to observe these restrictions.  Telephone calls may be recorded for quality and regulatory 

purposes.  Standard Bank Plc, 20 Gresham Street, London, EC2V 7JE. 

South African Residents

The Standard Bank of South Africa Limited (Reg.No.1962/000738/06) is regulated by the South African Reserve Bank and is an Authorised Financial Services Provider and Credit Provider.

United States Residents

In the US, Standard Bank Plc is acting through its agents, Standard Americas, Inc. and Standard New York Securities, Inc. Both are affiliates of Standard Bank Plc. Standard  Americas, Inc is 

registered as a commodity trading advisor and a commodity pool operator with the NFA. Standard New York Securities, Inc is a member of FINRA and SIPC. Neither are banks, regulated by 

the United States Federal Reserve Board, nor insured by the FDIC.

Hong Kong Residents

Standard Bank Asia Limited is a fully licensed bank under the Banking Ordinance and is a registered institution under the Securities and Futures Ordinance in Hong Kong. Standard Securities 

Asia Limited is a licensed corporation with the Securities and Futures Commission.   Any investments and services contained or referred to in this presentation may not be suitable for you and it 

is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services.

Dubai Residents

Standard Bank Plc, Dubai Branch, is regulated by the Dubai Financial Services Authority („DFSA) (register number F000028). Within the Dubai International Financial Centre, („DIFC‟) the 

financial products or services to which this marketing material relates will only be made available to Professional Clients, including a Market Counterparty, who meet the regulatory criteria of 

being a Client.

Turkey Residents

Standard Unlu Menkul Degerler A.S. and Standard Unlu Portfoy Yonetimi A.S. are regulated by the Turkish Capital Markets Board “CMB”).  According to CMB‟s legislation, the information, 

comments and recommendations contained in this presentation are not investment advisory services. Investment advisory services are provided under an investment advisory agreement 

between a brokerage house, a portfolio management company, a bank that does not accept deposits or other capital markets professionals and the client.  The comments and 

recommendations contained in this presentation are based on the personal opinions of the authors. These opinions may not be appropriate for your financial situation and risk and return 

preferences. For that reason, investment decisions relying solely on the information contained in this presentation may not meet your expectations.  


