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Certificates – a basic introduction

− Legally: obligations

− Financially: combination of a classic security (e.g.: bond) and/or contingent claims (e.g.: 
option)

− Return depends on the development of prices, indices or other key figures

− June 1990: Dresdner Bank issues the first certificate on the DAX (1:1 reproduction)

− September 2003: Erste Bank issues its first certificates (Discount- and Knock-out products 
on Austrian underlyings)
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Certificates as investment alternative

− Investment for all asset classes and in every market phase

− Flexible use and transparent products

− Guaranteed liquidity

3
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Many certificates – one goal

investment products leveraged products

with capital guarantee without capital guarantee without Knock Out with Knock Out

capital protected certificates Discount-certificates
Cash or Share-certificates
Express-certificates
Index-certificates
Outperformance-certificates
Bonus-certificates

Warrants Knock Out-products

product classification of the Certificate Forum Austria

revenue in every market situation
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Investment certificates – products for different 
market situations

− Profits in different markets (neutral, rising, falling)

− Instruments to hedge a portfolio (turbo-certificate) attractive alternative to directly investing 
in underlying

− Heavily invested by German fund industry (Allianz Global Investors, DWS, Berenberg, 
HSBC Trinkaus,…)

− Certificate funds for retail and institutional clients 

− Fitting instrument for new/narrow (small) markets (low costs, issued in short time,…)
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Monthly turn-over on average between 3 and 4 bill. Euro
Month with high volatility (e.g. March 2012) see sharp increase in turn-
over

Certificate market in Germany –
monthly turn-over
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Certificate market in Germany – total volume:

total volume in Billion EUR, DDV memberstotal volume in Billion EUR
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Index-certificate
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Index-certificate: expectations

− Profit from price increase of underlying

− Risk diversification, attractive alternative compared to a direct investment in the underlying

− Open investment horizon; open-end certificates have no need for reinvestment meaning no 
worries about new decision making and risk taking

− Cost-efficient investment possibility
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Index-certificates: pay-off
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Index-certificates: your choice
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Bonus-certificates
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Bonus-certificates: Amenities

− Bonus

− Barrier

− Maturity (Exercise date)

− Underlying

− Cap (with or without)

− Ratio
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Bonus-certificates: Expectations

− Profit from increase of underlying

− Protection from moderate falling prices

− Profit chances on volatile sidewards markets
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Bonus-certificates – easy to follow

− Barrier and bonus level are fixed at beginning of maturity and are valid till maturity

− Even if share prices decline, the Bonus-certificate is redeemed at the bonus level, as 
long as the barrier has not been touched (continuous observation)

− In case barrier has been touched the Bonus-certificate reflects the price development of 
the underlying but without dividend right (structure is influenced by dividend). Dividend is 
comprised in certificate price

TIP: A Cap allows higher bonus level and/or lower barrier but on 
the other hand limits the profit chances 
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Bonus-certificate: payout profile unlimited 
(without Cap)

barrier untouched:
amount paid out � stock price (140)
unlimited yield chance! 

barrier untouched:
amount paid out � bonus level (120)
maximum bonus yield! 
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Bonus-certificate: payout profile unlimited 
(without Cap)

barrier touched:
amount paid out � stock price (60)
loss according to stock performance

barrier touched:
amount paid out � stock price (110)
same performance as direct investment
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Bonus-certificate: payout profile limited with Cap

barrier untouched:
amount paid out � cap (120)
limited yield chance! 

barrier untouched:
amount paid out � bonus level/cap (120)
maximum sideway yield! 
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Bonus-certificate: payout profile limited with Cap

barrier touched:
amount paid out � stock price (60)
loss according to stock performance

barrier touched:
amount paid out � cap (120)
barrier touched, cap remains
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Bonus-certificate: price movement if barrier is 
untouched

barrier untouched

Bonus-certificate is moving towards bonus level

equity certificate
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equity certificate
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Bonus-certificate: factors influencing price

Movement Price certificate

Stock price ▲▼ ▲▼

Volatility *) ▲▼ ▼▲

Interest rate ▲▼ ▼▲

*) Volatility is the expected fluctuation range of the underlying for a certain period of time. It is also

Future orientated (market expectations)
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Bonus-certificate: chances / risiks

- Bonus payment at maturity even if underlying trades below bonus level (sideway yield)

- Risk puffer

- In case barrier is touched the payout profile corresponds with development of the 
underlying at maturity

- If barrier is touched loss possible

- Unlimited yield possible without cap. Limitation of liability with cap
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Bonus-Certificate: your choice

� Choose underlying

� Market expectations

� sideway: Bonus-certificate with cap and same bonus level
-> maximum sideway yield

� Slight increase: Bonus-certificate with cap
-> sideway yield plus performance

� Strong increase: Bonus-certificate without Cap
-> maximum performance

� Investment horizon
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Turbo-certificates / 

Knock Out-products
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Turbo-certificates

The world of Knock Out-products 
(Turbo-certificates)

Knock Out-products

fixed maturity open end

Open-end Turbo-certificates
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Knock Out - expectations

− Profit from market movements with leverage

− Investing in bull and bear markets 

− High returns with low investment-amount

− Hedging of existing portfolio
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Turbo-certificate: equities with leverage
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Limited maturity Turbo-certificate: principles

− Turbo long-certificates participate in rising

− Turbo short-certificates in declining markets

− Strike and barrier are fixed at the start of product (both are valid until maturity)

− Leverage effect results in the smaller invested amount, the smaller the product price the 
higher is the leverage

− Dividends and Costs of carry are comprised in product price
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Open-end Turbo-certificate: principles

− Turbo long-certificates participate in rising

− Turbo short-certificates in declining markets

− Strike and barrier are fixed at the start of product; both are adapted constantly

− Dividends are comprised in product price on the day of dividend payment

− Costs of carry are charged daily in form of adapting the strike price
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Open-end Turbo-certificate: principles Turbo long

ISIN AT0000A0DA42

price OMV-share: 26,87

strike: 19,01
barrier: 20,01
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Open-end Turbo-certificate: principles Turbo long

19,01 Strike

20,01 Barrier

26,87 Share

Intrinsic value
7,86

Turbo-certificate 8,10

19,01 Strike

35,00 Share

Turbo-certificate 15,99,--
+97,41%

-> leverage effect!

Share
+30,26%

Key facts:

Maturity: Open-end

Underlying price: 26,87

Strike: 19,01,--

Barrier: 20,01,--

Cost of carry: 3m Euribor + 
1,50%

e.g.: OMV, price certificate: 0,81, ratio: 10:1

basis of calculations: price OMV share on 12.05.2010

3,32
ecertificatprice

underlying price 

:leverage

=
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Open-end Turbo long-certificate: price development 

leverage with increasing price
leverage with decreasing price
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Open-end Turbo-certificate: principles Turbo short

ISIN AT0000A0DU48

price OMV-share: 26,84

strike: 33,77
barrier: 32,77
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Open-end Turbo-certificate: principles Turbo short

Key facts:

Maturity: Open-end

Price of underlying: 26,87

Strike: 33,77

Barrier: 32,77

Costs of carry: 3m Euribor -
1,50%

e.g.: OMV, price certificate: 0,72, ratio: 10:1

basis of calculations: price OMV share on 12.05.2010

3,73
ecertificatprice

underlying price 

:leverage

= 26,87 share

32,77 Barrier

33,77 Strike

Intrinsic value
6,90

Turbo-certificate 7,20

Turbo-certificate 13,77
+91,25%

-> leverage effect!

share
-25,57%20,--

33,77 Strike

32,77 Barrier
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Open-end Turbo short-certificate: price development

leverage with increasing price
leverage with decreasing price
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(Open-end) Turbo-certificate: opportunities / threa ts

− High upside potential even with small amounts invested

− Profits in bull and bear markets

− Time value and volatility have almost no influence on product price

− Transparent price movements

− Total of capital invested loss possible
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Knock Out: opportunities / threats

− KO‘s are a proper tool for short term trading as it reflects moves in prices of the 
underlying almost 1:1 since the delta is 1 (-1)

− Because of the leverage in KO‘s prices changes of the underlying are immediately 
reflected in a disproportionately manner

− Only small moves in prices of the underlying may lead to a knock out and a total loss of 
money invested, if the barrier is close to the price of the underlying

− The possibility of a knock out usually leads to lower prices for KO‘s compared to warrants

− Leverage stays constant during holding period
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Certificates: the proper product for different mark et 
trends 

Market Expectation Certificate

Rise Turbo-long

Sideward Reverse Convertible,
Discount,
Bonus

Plunge Turbo-short

Before investing in certificates investors need to have a market opinion
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Certificates – good / easy access to new markets 

− Challenge on new market
− Moderate or even small capitalization
− Insufficient liquidity in the market
− Limited number of tradeable blue chips
− Small number of stocks represents the total market

− Funds: the ideal instrument?
− Legal restrictions on investments (limit on single position requires a specific minimum 

number of different stocks)
− High costs require certain minimum investment amount (set-up, running costs)
− Time consuming set-up (prospectus, approval by local authorities,..)
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Certificates – good / easy access to new markets 

− Certificates the better and faster market entry
− No time consuming set-up (basis prospectus for all certificates, therefore quick 

approval by local authorities,..)
− No legal restrictions on investments (no limit on single position, barely any other 

restrictions)
− Lean costs (marginal set-up costs, no audit report required)
− Certificates can be issued within some days!!
− Mostly no management fee, since dividends are often not reinvested
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Certificates, your advanced investment

− To put in a nutshell, certificates can be:
− “Tailor-made” for every tradable underlying
− Issued within some days
− Publicly listed on the sock exchange or a private issue
− “Tailor-made” for a starting volume of 100t (single stock) – 500t (indices) Euros
− Issued in different currencies
− The ideal instrument in different market situations: in rising markets even with a 

leverage, in neutral markets with a high yield, or even in falling markets with a 
protection
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Erste Group Bank, a reliable partner

− Excellent rating (Moody‘s A1, S&P A. Fitch A)

− Listed on
� Vienna (XETRA)
� Stuttgart (EUWAX)
� Budapest (BSE)
� Bucharest Stock Exchange (BVB)
� Zagreb Stock Exchange (BSE)
� Istanbul Stock Exchange (ISE)
� Prague Stock Exchange (PSE)

− Continous trading during opening hours of exchange

− Internet: www.products.erstegroup.com
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Erste Group is a pioneer, with more than 20 years of experience, in issuing Structured Products in Austria 
as well as in whole Europe. In 1991 Erste Group issued the first Reverse Convertibles (Cash or Share) on 
OMV, Z-Länderbank and EVN. We were number two in EU after Merryl Lynch issuing these kind of 
products.
In 2003 we put our focus to trading products as well. Since then the product portfolio and country portfolio 
was continuously developed.

� 2003: Austria
� 2005: Austria & Germany
� 2008: Austria, Germany & Hungary
� 2010: Austria, Germany, Hungary & Romania
� 2012: Austria, Germany, Hungary, Romania, Croatia, Turkey
� 2013: Austria, Germany, Hungary, Romania, Croatia, Turkey, Czech Republic
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Website: www.products.erstegroup.com
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Disclaimer

Our representations, analyses and conclusions are of a general nature and do not take into account our investors' individual 
needs regarding returns, taxes, risk tolerance or whether the financial products or transaction referred to herein is a suitable
or appropriate investment for them. The performance and sample calculations provided give no reliable indications on the 
future performance. Past performance is not necessarily indicative for future performances and transactions in financial 
products (including but not limited to securities, futures, options and other financial instruments) give rise to risks. 
The information provided is not to be construed as a personal investment advise or recommendation; an offer to buy or sell; 
solicitation or recommendation of any offer to subscribe, to buy or sell or to participate in any financial product or to engage in 
any trading strategy involving them. Since not all products or transactions are suitable or appropriate for all investors, you 
shall not enter into any transaction unless you have consult your independent advisors (including but not limited to legal and 
tax advisor) to make sure that, irrespective of the information herein, the planned investment fits into your needs and 
preferences and the involved risks are fully understood by you. 
The complete information (base prospectus, terms, customer information in compliance with the Austrian Securities 
Supervision Act of 2007 WAG 2007) on the products of Erste Group Bank AG are available for viewing at the issuer's 
registered office, Graben 21, 1010 Vienna, during normal office hours. Please refer to the "Vollständiges Prospekt" 
(Complete Prospectus) for any references to restrictions on selling the funds to US citizens.
The distribution of emissions that are subject to the prospectus requirements 2010/73/EG, we rely on the issuer gave written 
consent to the use of prospectus.
The information derives from sources we consider reliable and complete. We have carefully researched and compiled the 
information to the best of our knowledge and belief, but we, our affiliates and/or our officers, directors, managing directors, 
representatives, partners and employees make no representation and warranty express or implied, to the accuracy, 
timeliness, completeness and correctness of the information provided. We, our affiliates and/or our officers, directors, 
managing directors, representatives, partners and employees shall not be liable for any losses or damages whatever its 
nature is (including but not limited to any direct, indirect or consequential loss or loss of profit) and which may result from or 
be in connection with the access to and/or use of our websites or the reliance upon the information provided.
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