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What is a Flexible Forward Contract (FFC)?

A flexible forward contract is an FX contract that allows the owner to fix the buy or sell rate of a
currency pair today, between two set dates and for a specificamount. In addition, and depending
on his business, the owner can exchange the full amount or partial amount(s), at any time during
the contract, at the pre-agreed rate.

Companies use flexible forward contracts to hedge and manage currency risk when they need to
make or receive a series of payments with uncertain dates and/or amounts. A part or all of the
flexible forward can thus be used, during the period defined, to make one or more FX payments
or convert one or more payments received at a guaranteed FX rate.

Some cases in which a FCC can be used:

You are an importer and want to control the cost of your purchases in foreign currency.
You are an exporter and want to secure the price of your foreign currency sales.

You are uncertain about settlement dates with your customer and supplier partners.
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You want a single exchange rate for several forward exchange transactions.

Flexible Forward Contracts

Characteristics

Rule

Buy currency

Sell currency

Nominal amount currency

Minimum amount

Settlement date

Beginning of take-up
period date

Take-up period

Take-up minimum or
maximum amount

Take-up minimum or
maximum number

Any of the 25 currencies offered by iBanFirst,
excluding EUR

EUR only

Buy currency

€15,000

From 1 to 12 months

Variable depending on the currency pair; the first
possible take-up date is automatically calculated and
shown on the platform

From the beginning of the take-up period to the
settlement date

€1,500

None
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Flexible Forward Contracts

Feature Rule

Hedge your profit margins by benefitting from a

a SECURITY guaranteed exchange rate for making your future
payments in foreign currencies

Use your foreign currency reserve flexibility,
» FLEXIBILITY according to the due dates of your invoices

RISKS

1 Loss of opportunity in case of depreciation of purchased currency as the guaranteed
forward exchange rate is not modifiable

1 The flexible FX exchange is a firm commitment, so it is not intended to cover uncertain
transactions such as quotations, invitations to tender, etc.

Using a Flexible Forward Payment in an FX payment
within the iBanFirst Platform
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An illustrated example of how Flexible Forward Contracts work

You are an Importer located in Europe and on 15th January, you, and your US

m based supplier, agree the total amount of goods to be bought for the current
year.

You expect to buy products for a total value of $450,000. However, at this
stage, you have no clear visibility as to the quantity, or when you will place your
orders, so you are also uncertain of the breakdown of the payments of the

invoices.

In order to avoid currency exchange risks and secure your profit margin, and
as you cannot change the selling price of the goods, you would like to buy a
flexi forward contract from iBanFirst and ensure that you convert EUR to USD
throughout the year, using a fixed conversion rate.

You contact your iBanFirst Account Manager, and agree to buy a Flexible
Forward Contract with the following features:

Buy Currency: USD

Sell Currency EUR

Nominal amount: $450,000

Settlement Date: 15th December

Beginning of take up period date: 1st February

Take up period: 1st February until 15th December.

Agreed Guaranteed Rate: 1 EUR = $1.2500
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EUR/USD Rate

A
1,50

1,3000
< ©
1,2000
1,00 >
15 January 3 April 15 July 15 December
—— Guaranteed Rate: 1EUR = $1.2500 —— EUR/USD Rate without Guaranteed Price
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Lifecycle of the Flexible Forward Contract

15th January

You buy a Flexible Forward Contract from iBanFirst: Nominal value $450,000
against EUR at the guaranteed price of 1 EUR = $1.2500, to be used by 15th
December.

3rd April
You make a payment for an invoice of $260,000, at the guaranteed price of
1 EUR=$1.2500, equivalent to €208,000.

If you had used the Spot price, on the day, thatis EUR 1 = $1.1000, the amount
that you would have spent would have been €236,363. So, in theory, you have a
positive currency impact of €28,363 by using your Flexi Forward Contract.

15th July
You make a payment for an invoice of $130,000, at the guaranteed price of
1 EUR=$1.2500, equivalent to €104,000.

If you had used the Spot price, on the day 1 EUR = $1.3000, the amount that you
would have spent would have been €100,000. So, in theory, you have a negative
currency impact of €4,000 by using your Flexi Forward Contract.

15th December
You make a final payment of an invoice of $60,000, at the guaranteed price of
1 EUR =$1.2500, equivalent to €48,000.

If you had used the Spot price, on the day of 1 EUR = $1.2000, the amount spent
would have been €50,000. So, in theory, you have a positive currency impact of
€2,000 by using your Flexi Forward Contract.

Conclusion

Throughout the year you were able to use the same conversion rate and hedge your currency risks.
You knew from the 15th of January that you would need €360,000 to cover the costs of your US
based supplier. Therefore, you were able to budget the total costs of your USD invoices, and set
your sales with the appropriate profit margin, without worrying about the EUR/USD currency pair
price fluctuations.
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GENERAL LEGAL NOTICE

The information contained in this document (graphics, data, quotations, explanations) has been established by iBanFirst
from internal and external sources considered to be reliable. The information is likely to change over time and is therefore
not invariable. iBanFirst by no means provides recommendations related to this type of instrument. We therefore advise
each client to perform their own analysis, whether in-house, or with the help of external advisors, to assess the advisability
of the product described in this document. All the information set out in this document may be based on real or simulated
historical records, which are by no means a reliable indicator of the future performance of the instrument described.
The examples given in this document are fictitious and are only intended to illustrate the way in which the described
instrument works. If the instruments described are intended to be used as hedge instruments for the purchase or sale
of a foreign currency in the context of a forward payment, such instruments may not be suitable for certain classes of
investors. Each entity that signs such contracts must make sure that it has taken note of all the resulting present and future
commitments. This document should be read in its entirety and may not, by any means, be reproduced, distributed or
disseminated by any entity other than iBanFirst. This document constitutes advertising material and is not a confirmation
of subscription for the financial instrument mentioned.

© iBanFirst 2018


https://www.ibanfirst.com/
https://www.google.com/maps?ll=50.822124,4.369658&z=16&t=m&hl=en-US&gl=US&mapclient=embed&q=Avenue+Louise+350+1000+Bruxelles+Belgium
https://www.ibanfirst.com/

