
(Leveraged) Knock into Forward 
Tailor-made solution to hedge your foreign currency exposure

Foreign Exchange

About Knock into Forward
A Knock into Forward is an over-the-counter (OTC) struc-
tured forward that is primarily used as a hedging solution. 
The Knock into Forward offers the possibility to benefit to 
a limited extent from an appreciation of the foreign cur-
rency you are exposed to, depending on the knock-in 
level. You are hedged at a predefined exchange rate which 
is slightly worse (if unleveraged) compared to the Outright 
Forward rate. You can enhance the hedge rate with the use 
of leverage; however, your foreign currency exposure is 
then only partially hedged (Leveraged Knock into Forward).  
You can define the degree of risk/leverage in advance.

The Knock into Forward allows for a customized hedging solu-
tion, tailored to your risk and hedging profile. Knock into For-
wards are OTC derivative instruments and the notional amount 
does not need to be tied up throughout the full tenor of the 
trade. Nonetheless, usual margin requirements still apply. 
Usually, Knock into Forwards are structured as zero premium 
hedging solutions.

Your Needs
 ȩ You are looking for a tailor-made hedging solution
 ȩ You want to benefit to a limited extent from an appreciation 
of the foreign currency you are exposed to

 ȩ You do not expect the Barrier to be reached or breached  
at any time during the tenor of the trade

 ȩ You accept a slightly worse hedge rate (if unleveraged) 
compared to the Outright Forward rate

 ȩ You are looking for a zero premium hedging solution
Your Advantages at a Glance

 ȩ You hedge your foreign currency exposure at a pre- 
defined hedge rate 

 ȩ You profit to a limited extent from an appreciation  
of the foreign currency you are exposed to 

 ȩ Usually no premium has to be paid upfront (zero cost 
strategy)

 ȩ You can choose from more than 80 currency and  
precious metal pairs to meet your needs

Possible Risks
 ȩ You limit your potential profit if the foreign currency  
you are exposed to appreciates more than expected

 ȩ The hedge rate is less favorable (if unleveraged) 
compared to the Outright Forward rate

 ȩ The hedge rate applies only to a part of the exposure 
due to the use of leverage (Leveraged Knock into Forward)

 ȩ The structure might have a negative market value  
during the lifetime and may involve costs if you want to 
close the position prior to expiry date

 ȩ “Events of Default” as described in the relevant OTC  
contracts (Master Agreement for OTC transactions)
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This document constitutes marketing material and is not a legally binding document. The only binding terms of an OTC transaction will 
be set forth in the relevant OTC master agreement and the confirmation prepared by Credit Suisse AG. In the event of any inconsistency 
between this document or terms used in this document the OTC master agreement and the confirmation will prevail.

Knock into Forward: A Tailor-made OTC Solution

A Knock-into Forward is an individually tailored hedging 
solution, structured to meet your needs. You can define:

 ȩ Currency or precious metal pairs
 ȩ Tenor
 ȩ Notional amount
 ȩ Strike
 ȩ Barrier (continuous observation)
 ȩ Leverage factor (ratio)
 ȩ Upfront premium, usually zero cost



Knock into Forward (Example of a Buyer) Knock into Forward (Example of a Seller)

Guaranteed hedge at the Strike (worse than the Outright 
Forward rate if unleveraged) in order to benefit from a 
favorable market move down to the Barrier. 

 ― Outright Forward ― Strike ― Barrier

How it works
At expiry, one of the following scenarios may occur:
1)  Underlying trades above the Strike  

You buy the notional amount at the Strike.

2)  Underlying trades at or below the Strike and the 
Barrier has not been reached or breached  
No transaction takes place on the settlement date. You 
could buy the notional amount at the prevailing spot rate 
(outside this structure).

3)  Underlying trades at or below the Strike and the 
Barrier has been reached or breached 
You are obliged to buy the notional amount (multiplied  
by the leverage factor, if any) at the Strike.

Guaranteed hedge at the Strike (worse than the Outright 
Forward rate if unleveraged) in order to benefit from a 
favourable market move up to the Barrier.

― Outright Forward ― Strike ― Barrier

How it works
At expiry, one of the following scenarios may occur:
1)  Underlying trades below the Strike 

You sell the notional amount at the Strike.

2)  Underlying trades at or above the Strike and the 
Barrier has not been reached or breached 
No transaction takes place on the settlement date. You 
could sell the notional amount at the prevailing spot rate 
(outside this structure).

3)  Underlying trades at or above the Strike and the 
Barrier has been reached or breached 
You are obliged to sell the notional amount (multiplied  
by the leverage factor, if any) at the Strike.

This document is issued by Credit Suisse AG and/or its affiliates (hereinafter Credit Suisse), solely for information purposes and for the recipient’s sole 
use. The information provided herein constitutes marketing material. It is not investment advice or otherwise based on a consideration of the personal 
circumstances of the addressee nor is it the result of objective or independent research. This document does not constitute an offer or an invitation by 
or on behalf of Credit Suisse to enter into an OTC transaction with the terms as described herein. In case an OTC transaction is entered into, the only 
binding terms will be set forth in a confirmation prepared by Credit Suisse and the relevant OTC master agreement. Credit Suisse does not make any 
representation as to the accuracy or completeness of this document and assumes no liability for losses and tax implications arising from the use hereof.
Credit Suisse may be involved in other transactions related to any underlying of the above OTC transaction, which are not disclosed herein.
Derivative transactions may be complex and may involve a high degree of risk. They are intended only for investors who understand and are capable 
of assuming all risks involved. Before entering into any OTC transaction, an investor should determine if such OTC transaction suits its particular 
circumstances and should independently assess (with its professional advisers) the specific risks (maximum loss, currency risks, etc.) and the legal, 
regulatory, credit, tax and accounting consequences. Credit Suisse makes no representation as to the suitability of an OTC transaction for any particular 
investor nor as to the future performance of an OTC transaction. Neither this document nor any copy may be sent, taken into or distributed in the United 
States or to any U. S. person (within the meaning of Regulation S under the US Securities Act of 1933, as amended) or in any other jurisdiction except 
under circumstances that will result in compliance with the applicable laws thereof. This document may not be reproduced either in whole or in part, without 
the written permission of Credit Suisse. Copyright © 2014 Credit Suisse Group AG and/or its affiliates. All rights reserved.S
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Contact Us

 ȩ Your advisor will be pleased to answer any questions  
you may have during a personal consultation

 ȩ Call us at my Solutions Hotline +41 (0)800 808 670*  
or email info.mysolutions@credit-suisse.com

 ȩ For more information about investments visit our website 
at: www.credit-suisse.com/mysolutions

CREDIT SUISSE AG, P.O. Box 100, CH-8070 Zurich

*   Telephone calls may be recorded for security reasons and training purposes.  
By making a call, you acknowledge your agreement with this business practice.

  


