DUAL CURRENCY DEPOSITS (DCD’s)

Investment Structure
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At maturity, the investor will receive the principal (i.e. the initial investment), the sold option premium and the interest in either the base currency (if the option has not been exercised) or converted into the alternate currency/asset (if the option has been exercised) at the pre-agreed conversion rate (i.e. the sold option strike price). The investor will therefore be repaid in the alternate currency/asset when the written option is in the money at expiry. Should the investor receive the alternate currency/asset, the stated conversion rate will be used to convert the base currency initial investment amount and any interest. 

IMPLEMENTATION 
· Created new dualCurrencyDeposit product element.

· Created an xsd:group which is used now by the two products: termDeposit and dualCurrencyDeposit. This represents the deposit component of the new product.
· Added fields to support option component of the new product.

· Added two separate fields for the two payouts depending whether the option component will be exercised or not.
· Used 4.5 as the basis for this proposal but this new product could be introduced in both 5.0 and 4.x.

See attached an image, schema, and xml example. The example is built based on this presentation found from RBS http://www.rbsm.com/psp/public/pagebuilder.aspx?page=rp0185&demo=26  
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Investor’s initial investment of (x) in the base currency is combined with the premium from a sold option (y) on the alternate currency/asset and placed on deposit. 





At maturity, the Investor receives the initial investment of (X), the sold option premium (Y) and the interest earned (Z) on the deposit (x+y) in either the base currency or the alternate currency/asset at a pre-agreed conversion rate.
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