
 

FX Investment Products 

DBS Equilibrium Exchange Rate Strategy Total Return Swap

 
Marketing Communication – This is not investment research and is intended for non-US Persons who are Accredited Investors, Professional 
Investors and/or Professional Clients only. 

This Information has been prepared by individual sales and/or trading personnel of DBS Bank Ltd, its related companies or affiliates which includes 
DBS Bank (Hong Kong) Limited (collectively “DBS Group”). This document should be read solely as a marketing communication and is for information 
purposes only. It has not been prepared in accordance with legal requirements designed to promote the independence of research, is not intended 
to constitute independent, impartial or objective research analysis or recommendation from DBS Group and should not be treated or relied on as 
such. Please note and carefully read further important information at the end 

 

Overview 

DBS Equilibrium Exchange Rate (DEER) is a proprietary valuation methodology developed by DBS Group Research to 
calculate the fair value of currencies. Leveraging off these valuations, we have created the DEER Strategy that seeks to 
produce consistent positive returns as currencies converge to their fair values. It comprises of a curated list of currencies 
and utilises the long-short strategy to generate returns. The strategy will be rebalanced quarterly based on DEER 
recommendations from DBS Group Research, which will be made publicly available.  

Investors will gain exposure to the DEER Strategy via a Total Return Swap (TRS). This product provides medium to long-
term investors with an opportunity to profit from currency misalignments that should correct with time, as shocks 
inevitably fade, and fundamentals reassert. 

 
Investment Rationale 

Diversification: DEER Strategy will provide exposure to the FX Asset class, comprising of 8 major highly liquid currencies. 
DEER recommendations are equally weighted. 

DBS Research Expertise: Recommendations are based on DEER Valuation Model developed by DBS Group Research. 

Data Driven: DEER recommendations are Rule-based investment decisions, removing emotional aspects of investment. 

Long-term approach to investing: Reap the benefits of allowing currencies time to converge to their fair values to 
generate returns rather than “timing the market” on individual currency pairs. The minimum recommended holding 
period for this Strategy is 3 to 4 years. 

Market Neutral: DEER Strategy is agnostic to markets moves and is expected to return positive performances in all 
market conditions over the long term. 

Liquidity: The Strategy employs highly-liquid 3-month Forwards on Major currencies and liquidity should not be a concern 
even when market volatility is high.  Daily liquidity will be provided. 

Low Volatility: FX as an asset class has relatively low volatility 

Transparent: Group Research will publish a DEER valuation report every quarter detailing the recommendations for the 
quarter ahead, along with commentary for the performance of the quarter that passed. Indicative mid prices of the 
DEER Strategy will be published on Bloomberg weekly. 



 

 

Key Guidelines 

Using DEER recommendations from Group Research, The Strategy will sell three of the most relatively overvalued 
currencies and buy three of the most relatively undervalued currencies from the pool of G8 Currencies: AUD, NZD, GBP, 
EUR, CAD, CHF, JPY, and USD. The Strategy rebalances every 3 months based on the latest report from Group Research.  

Investors will gain exposure to the DEER Strategy via a Total Return Swap (TRS). 

1) Initial Composition of the Strategy 

At inception of the Strategy, the strategy will buy the three most relatively undervalued currencies against USD and sell 
the three most relatively overvalued currencies against USD. Positions will be taken in 3-month forwards. If USD is one 
of the top 3 over/under-valued currencies, only 5 forward positions will be taken and there will be a net short/long USD 
position created by these 5 forwards. 

2) Holding period of the Forwards 

Each recommended currency that are included in the Strategy will be subject to a “smart” 12 month holding period. The 
Strategy will execute 3-month forwards 4 times. By default, each position will be held for 12 months unless a switch 
happens. At each quarterly rebalance, the strategy will “switch” the position if valuation swings to the opposite side i.e. 
from overvalued to undervalued or vice versa. 

3) Rebalancing of the Strategy 

The previous FX Forwards will expire, and the realized gains or losses are converted to USD cash. If cash balance is 
positive, it will earn overnight Fed Funds rates. If cash balance is negative, Funding rate of Fed Funds + 30bps will be 
charged to the Strategy daily. 

On or before each Rebalancing Date, DBS Group Research will publish their new recommendations. The Strategy will be 
rebalanced such that new FX Forwards will be entered based on the “smart” holding period rules detailed in the 
Termsheet. 

 

DEER Valuations 

Please refer to our quarterly updates on the https://www.dbs.com.sg/corporate/research-and-insight/insights 

‘ 

 

Strategy Summary 
 

Strategy Calculation Agent DBS Bank Limited (Moody’s Aa1, S&P AA-, Fitch AA-) 

Currencies AUD, NZD, GBP, EUR, CAD, CHF, JPY, and USD 

Underlying 3-month FX Forwards, rebalanced quarterly 

Management Fees 0.75% p.a. of the notional amount 
These fees are recurring, calculated daily, and are additional to those in the DBS Fee/ Monetary and Non-
Monetary Benefits Schedule. All fees/ benefits may be received directly by DBS PB/TPC and/or internally 
allocated or retroceded amongst various divisions in DBS. These would be factored into the Strategy Value 
(as defined in the Termsheet). 

 
 
 
 
 
 
 
 

https://www.dbs.com.sg/corporate/research-and-insight/insights


 

Investment Product Summary 
 

Format OTC Total Return Swap (TRS) 

Total Return Receiver Investor 

Total Return Payer DBS Bank Limited (Moody’s Aa1, S&P AA-, Fitch AA-) 

Tenor 10 years 

Lock-in Period Nil 

Underlying DEER Strategy 

Settlement Currency USD 

Notional Amount Min 250k USD (multiples of 50k USD) 

Initial Margin Requirement 10% of Notional Amount 

Client Risk Profile Without consideration of any individual’s portfolio or personal circumstances, 
this product is risk rated 5 and generally suitable for investors with Aggressive 
investment profile. 

 

General Product Information 
 

Product Name DEER Strategy (the “Strategy”) Total Return Swap 

Description The Total Return Swap allows investors to gain exposure to the DEER Strategy. Investors are Total 
Return receivers of DEER Strategy returns net of Management Fees. 

If Total Return is positive (Final Fixing Value > Initial Fixing Value), Investors will receive the 
difference in cash from the bank. 

If Total Return is negative (Final Fixing Value < Initial Fixing Value), Investors will need to pay the 
difference in cash to the bank. 

 

Leverage TRS is traded as an unfunded product 

Investor will provide 10% initial margin on the Notional Amount 

 

Scenario Analysis All figures and scenarios are for illustration only, and do not represent all possible outcomes or 
describe all factors that may affect the value of this Transaction. Actual outcomes and payments 
under this Transaction may vary from those illustrated below and such variations may be 
significant. 

 

• This is a 10-year trade. 

• Trade Date is 10 June 2021 and the Scheduled Termination Date is 10 June 2031.  

• The trade tracks DEER Strategy S1. 

• Investor enters into the trade with Initial Fixing Value at 101.  

• TRS Notional Amount is USD 10,000,000.  
 
 
Scenario A1: TRS matures and the Final Fixing Value is 110 
Net gain to Investor = USD 10,000,000 x (110 - 101) / 100 = USD 900,000 
 
Scenario A2: TRS matures and the Final Fixing Value is 90 
Net loss to Investor = USD 10,000,000 x (101 - 90) / 100 = USD 1,100,000 
 
Scenario A3: TRS matures and the Final Fixing Value is 55 
Net loss to Investor = USD 10,000,000 x (101 - 55) / 100 = USD 4,600,000 



 

 

 
Scenario B1: Prior to TRS maturity, Investor unwinds at 110 
Net gain to Investor = USD 10,000,000 x (110 - 101) / 100 = USD 900,000 
 
Scenario B2: Prior to TRS maturity, Investor unwinds at 90 
Net loss to Investor = USD 10,000,000 x (101 - 90) / 100 = USD 1,100,000 
 
Scenario B3: Prior to TRS maturity, Investor unwinds at 55 
Net loss to Investor = USD 10,000,000 x (101 - 55) / 100 = USD 4,600,000 
 

 

 

Worst Case If Strategy Value drops to 50, Strategy Cancellation event will be triggered, and positions will be 
unwound at prevailing market rate. 

Thus, Loss will be [(Initial Fixing – Final Fixing)/ 100 x Notional] 

In a worst-case scenario, where Initial Fixing – Final Fixing is >100, Investors may lose more than 
their full Notional Amount. 

  

Issuer Risk Investor bears the credit risk of DBS Bank 

Key Risk Credit risk. Investors is taking on the credit risk of DBS Bank Ltd (Moody’s Aa1, S&P AA-, Fitch AA-
) with respect to all payments due under this TRS.   

• Market risk. If the currencies do not converge toward fair value due to other factors external to 
the model, the value of the Strategy may go down. Entering into this TRS involves market risk. 

Mark-to-market risk. Investors bears the downside risk of the mark-to-market value fluctuation 
of this TRS, which is determined by many market factors and is calculated in accordance with the 
internal valuation model of the Bank 

Liquidity risk. While FX forwards are highly liquid, the secondary market for this TRS may be 
limited or non-existent. This TRS will not be listed or traded on any exchange or other 
regulated market. 

Interest Rate Risk: The Strategy underlying this TRS will be influenced by the relevant interest 
rate(s) which are in turn influenced by the complex and interrelated global and regional political, 
economic, financial and other factors that (directly or indirectly) can affect interest rates.  

Foreign Exchange Risk: The Strategy underlying this TRS will be influenced by the relevant foreign 
exchange rate(s) which are in turn influenced by the complex and interrelated global and regional 
political, economic, financial and other factors that (directly or indirectly) can affect interest 
rates. 

Interaction Risk: Different types of risks may interact unpredictably, particularly in times of 
market stress. 

Leverage Risk: The degree of leverage can work for as well as against Investors. Due to the 
leverage, a small movement in the market can lead to a major gain but any losses will also be 
magnified sharply. The Bank’s terms relating to top-up and close-out will apply and Investor may 
be required at short notice to provide additional margin failing which outstanding transactions 
may be closed out at a significant loss. 

Margin Requirement Risk: The Bank reserves the right to review and revise the margin 
requirement from time to time during the tenor of this TRS.  Upon such review, Investor may be 
subject to a significantly higher margin requirement than that required at the point of 
transacting. 



 

 

Please refer to the Termsheet for the Comprehensive description of all Risks 
 
 

Important Reminders and Risk Warnings 

 
Contents in this email are NOT a substitute for product materials such as term sheet, prospectus, or offering documents. It is important that you 
read the product materials in detail and make necessary inquiries before making any investment decision. You should refer to the product 
materials (e.g. term sheet, prospectus, offering document, etc.) for details of product features and risk disclosures before entering into 
transaction. 

 

This document and the market information herein are sent to you merely for your information only. This type of product may be of interest to 
you but the sending of this to you does not constitute DBS's recommendation nor advice. 

 
Investment involves risks. Losses may be incurred as well as profits made as a result of buying and selling investment products. The prices and 
terms are subject to change and information contained in this email is for your indication only. 
 

 
 

Disclaimers and Important Notes 
 
This email and the document(s) attached (collectively the ”Information”) are provided to you for your private use only and are purely indicative 
and for discussion purposes only. The Information is not and does not constitute or form part of any offer, recommendation, invitation or 
solicitation to you to subscribe to or to enter into any transaction as described, nor is it calculated to invite or permit the making of offers to the 
public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such.  
The Information may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or 
any of the risks associated to any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various 
sources and neither DBS Bank Ltd. nor any of its related companies or affiliates which includes DBS Bank (Hong Kong) Limited nor any of their 
respective directors or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and 
thus assume no responsibility of it. The Information may be subject to further revision, verification and updating and DBS Group undertakes no 
responsibility thereof.  
 
All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. DBS Group does not act as an adviser and assumes 
no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction 
in reliance on the information contained herein.   The Information does not have regard to the investment objectives, financial situation and 
particular needs of any specific person. In order to build your own independent analysis of any transaction and its consequences, you should 
consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that 
any assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in 
any way on DBS Group or any position which DBS Group might have expressed in this document or orally to you in the discussion.  
Companies within the DBS Group or the directors or employees of the DBS Group or persons/entities connected to them may have positions in 
and may affect transactions in the underlying product(s) mentioned. Companies within the DBS Group may have alliances or other contractual 
agreements with the provider(s) of the underlying product(s) to market or sell its product(s). Where companies within the DBS Group are the 
product provider, such company may be receiving fees from the investors. In addition, companies within the DBS Group may also perform or seek 
to perform broking, investment banking and other banking or financial services to the companies or affiliates mentioned herein.  
 
The Information may include quotation, comments or analysis. Any such quotation, comments or analysis have been prepared on assumptions 
and parameters that reflect our good faith, judgement or selection and therefore no warranty is given as to its accuracy, completeness or 
reasonableness. All information, estimates, forecasts and opinions included in this document or orally to you in the discussion constitute our 
judgement as of the date indicated and may be subject to change without notice. Changes in market conditions or in any assumptions may have 
material impact on any estimates or opinion stated.  
 
Prices and availability of financial instruments are subject to change without notice. In any event, past performance is no guarantee of future 
results, and future results may not meet our/ your expectations due to a variety of economic, market and other factors.  
Any information relating to past performance, or any future forecast based on past performance or other assumptions, is not necessarily a 
reliable indicator of future results. 
 
If the Information has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or 
error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore 
does not accept liability for any errors or omissions in the contents of the Information, which may arise as a result of electronic transmission. If 
verification is required, please request for a hard-copy version.  



 

 
The investment product(s) mentioned herein is/are not the only product(s) that is/are aligned with the views stated in the research report(s) and 
may not be the most preferred or suitable product for you. There are other investment product(s) available in the market which may better suit 
your investment profile, objectives and financial situation. 
 
The Information is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
 
Where the investment product(s) (including but not limited to bonds/debentures) are held by DBS Bank Ltd (or its nominee) on behalf of the 
investor, the bank will provide custody services in respect of such holdings. in accordance with the terms and services governing the custodian 
account. Should a credit event occur, the bank will take reasonable steps to forward to the investor any notice or other communication receive in 
respect of such investment product(s). As the bank may not be privy to debt restructuring plans and/or other negotiations between the issuer and 
its creditors (due to the confidential nature of such discussions), the availability and flow of information may be greatly diminished in such 
circumstances. 
 
Investment products falling within the PRIIPS Regulation (as defined below) are not intended to be offered, sold or otherwise made available to 
and should not be offered, sold or otherwise made available to any retail investor in the European Economic Area (the “EEA”).    For these 
purposes, a retail investor means a person who is one (or more) of: 
a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, "MiFID  II"); or  
a customer within the meaning of Directive 2002/92/EC (as amended the "Insurance Mediation Directive"), where that customer would not 
qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or  
not a qualified investor as defined in Directive 2003/71/EC (as amended, the "Prospectus Directive").  
Consequently, no key information document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for offering or selling the 
investments or otherwise making them available to retail investors in the EEA has been prepared and therefore offering or selling the investments 
or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPS Regulation. For this purpose, DBS Group 
will assess whether the account’s beneficial owner (or, in the case of trust accounts, the settlor) is a retail investor in the EEA. 
A PRIIP is any investment where the amount repayable to the investor is subject to fluctuations because of exposure to reference values or to the 
performance of one or more assets which are not directly purchased by the investor.  
If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in 
error, please inform the sender or contact us immediately. DBS Group reserves the right to monitor and record electronic and telephone 
communications made by or to its personnel for regulatory or operational purposes. The security, accuracy and timeliness of electronic 
communications cannot be assured.  
 

Dubai International 
Financial Centre  

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA 
Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any 
person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the 
DFSA rules. 
This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the 
"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of 
Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 
5, PO Box 506538, DIFC, Dubai, United Arab Emirates.  
DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number 
F000164. For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--
network/default.page. 
Where this communication contains a research report, this research report is prepared by the entity referred to 
therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has 
not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding 
that, whilst the information contained within is believed to be reliable, the information has not been 
independently verified by DBS DIFC. 
Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as 
defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined 
under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 
The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in 
connection with this investment and it is not subject to any form of regulation or approval by the DFSA. 
Accordingly, the DFSA has not approved this communication or any other associated documents in connection 
with this investment nor taken any steps to verify the information set out in this communication or any associated 
documents, and has no responsibility for them. The DFSA has not assessed the suitability of any investments to 
which the communication relates and, in respect of any Islamic investments (or other investments identified to be 
Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a compliant in any way. 

https://www.dbs.com/ae/our-network/default.page
https://www.dbs.com/ae/our-network/default.page


 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. 
Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the 
contents of this document you should consult an authorised financial adviser. 

Hong Kong This communication is from DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by 
the Hong Kong Monetary Authority (the "HKMA") and the Securities and Futures Commission. In Hong Kong, DBS 
Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 
To the extent that DBSHK does not solicit the sale of or recommend any financial product to you or where any 
service is provided as a transactional execution service, DBSHK is not acting as your investment adviser or in a 
fiduciary capacity to you. In any case, DBSHK has not given and will not give any representation, guarantee or 
other assurance as to the outcome of any investment based on the information provided.  “Financial product” 
means any securities, futures contracts or leveraged foreign exchange contracts as defined under the Securities 
and Futures Ordinance (Cap.571 of the Laws of Hong Kong).  Regarding “leveraged foreign exchange contracts”, it 
is only applicable to those traded by persons licensed for Type 3 regulated activity. The Information has not been 
reviewed or authorised by the HKMA, or any regulatory authority elsewhere. 
The Information is provided to you as a “Professional Investor” (defined under the Securities and Futures 
Ordinance of Hong Kong) for your private use only and may not be passed on or disclosed to any person nor 
copied or reproduced in any manner. 
Where this communication contains a research report, DBSHK is not the issuer of the research report unless 
otherwise stated therein. Such research report is distributed on the express understanding that, whilst the 
information contained within is believed to be reliable, the information has not been independently verified by 
DBSHK. 
 

Singapore This communication is from DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial 
Adviser as defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore (the 
"MAS"). 
This advertisement has not been reviewed by the Monetary Authority of Singapore, or any regulatory authority 
elsewhere. 
The Information is provided to you as an “Accredited Investor” (defined under the Securities and Futures Act of 
Singapore and the Securities and Futures (Classes of Investors) Regulations 2018) or an “Institutional Investor” 
(defined under the Securities and Futures Act of Singapore and the Securities and Futures (Classes of Investors) 
Regulations 2018) for your private use only and may not be passed on or disclosed to any person nor copied or 
reproduced in any manner. 
 

Thailand This communication is from DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  
The information contained in this communication is not intended to be either an offer, invitation or solicitation to 
buy or sell any securities, derivatives, or any other financial products or services, provide financial advice or 
investment advice, facilitate or take deposits, or provide any other financial products or financial services of any 
kind in any jurisdiction. The information contained in this communication is provided for information purposes 
only and is not intended to provide, and should not be construed as, advice.  
This communication has not been reviewed by any regulatory authority in Thailand and has not been registered as 
a prospectus with the Office of the Securities and Exchange Commission of Thailand. Accordingly, any documents 
and materials, in connection with the offer or sale, or invitation for subscription or purchase of the securities, 
derivatives, or any other financial products or services, may only be circulated or distributed by an entity as 
permitted by applicable laws and regulations. DBS and DBSVT does not have any intention to solicit you for any 
investment or subscription in the securities, derivatives, or any other financial products or services, and any such 
solicitation will be made by an entity permitted by applicable laws and regulations.” 

United Kingdom This communication is from DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’s 
Churchyard, London EC4M 8AB. ("DBS Vickers UK") which is authorised and regulated by the Financial Conduct 
Authority (the "FCA"). 

 

 




