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❑ New hedge set up on a 2-year horizon to mitigate the sensitivity of the group to interest
rates variations.

❑ A collar with a strike cap at 3% and a floor strike at 2% has been set up to limit the
financing rate on the upside on the hedged part.

❑ However the floor involves the payment of the differential to the bank if the Euribor falls
below the strike at 2%. As a result, on the downside, the financing rate is unlimited on
the hedged part.

Summary of hedging decisions
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• Hedges set up: Purchase of a collar (2-3%) for 2 years.
• Banking split : ING 100%

Map after hedge inception

Financing: (Tikehau Investment Management, Tdl, Prima Eu Credit Fund, Mtdl Investment) Senior Facilities of €625’000’000 :

• Acquisition & Refinancing Facility: €325’000’000, amort. bullet, maturity 31/05/2030, floor 0% on Euribor 3 months + 6,50%, closing the
31/05/2023.

• Senior Investment Facility : €50’000’000 : Not included in the analysis.

• Uncommited Senior Facility : €250’000’000 : Not included in the analysis.
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ING Hedge
Notional Principal : € 200,000,000 amortization as set out in the table 
Annual Premium to pay on a quarterly basis until 31/07/2025 : 0,7717%, corresponding to an upfront 
premium of € 3’133’959.

Product : Collar
Floor - Strike price : 2%
Cap - Strike price : 3%
Trade Date : 21/07/2023
Start Date : 31/07/2023
End date : 31/07/2025
Index : Euribor 3 Months
Base : ACTUAL/360

Details of hedges set up
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Premium to be paid

Fixing Start End Payment Notional
Premium to be 

paid

Remaining to be 
paid in case of 

settlement 
regarding the 

premium

27.07.2023 31.07.2023 31.10.2023 31.10.2023 200 000 000 394 424 -2 739 535 

27.10.2023 31.10.2023 31.01.2024 31.01.2024 200 000 000 394 424 -2 345 111 

29.01.2024 31.01.2024 30.04.2024 30.04.2024 200 000 000 385 850 -1 959 261 

26.04.2024 30.04.2024 31.07.2024 31.07.2024 200 000 000 394 424 -1 564 836 

29.07.2024 31.07.2024 31.10.2024 31.10.2024 200 000 000 394 424 -1 170 412 

29.10.2024 31.10.2024 31.01.2025 31.01.2025 200 000 000 394 424 -775 987 

29.01.2025 31.01.2025 30.04.2025 30.04.2025 200 000 000 381 563 -394 424 

28.04.2025 30.04.2025 31.07.2025 31.07.2025 200 000 000 394 424 0 

Running 
premium

0,7717% Total to be paid 3 133 959 
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FIXING
DATE

START
DATE (included)

END
DATE (excluded)

PAYMENT
DATE

Acquisition & Refinancing Facility
DEBT TOTAL Hedge Set Up

Amort. CRD

27.07.2023 31.07.2023 31.10.2023 31.10.2023 0 325 000 000 325 000 000 200 000 000

27.10.2023 31.10.2023 31.01.2024 31.01.2024 0 325 000 000 325 000 000 200 000 000

29.01.2024 31.01.2024 30.04.2024 30.04.2024 0 325 000 000 325 000 000 200 000 000

26.04.2024 30.04.2024 31.07.2024 31.07.2024 0 325 000 000 325 000 000 200 000 000

29.07.2024 31.07.2024 31.10.2024 31.10.2024 0 325 000 000 325 000 000 200 000 000

29.10.2024 31.10.2024 31.01.2025 31.01.2025 0 325 000 000 325 000 000 200 000 000

29.01.2025 31.01.2025 30.04.2025 30.04.2025 0 325 000 000 325 000 000 200 000 000

28.04.2025 30.04.2025 31.07.2025 31.07.2025 0 325 000 000 325 000 000 200 000 000

29.07.2025 31.07.2025 31.10.2025 31.10.2025 0 325 000 000 325 000 000 0

29.10.2025 31.10.2025 30.01.2026 30.01.2026 0 325 000 000 325 000 000 0

28.01.2026 30.01.2026 30.04.2026 30.04.2026 0 325 000 000 325 000 000 0

28.04.2026 30.04.2026 31.07.2026 31.07.2026 0 325 000 000 325 000 000 0

29.07.2026 31.07.2026 30.10.2026 30.10.2026 0 325 000 000 325 000 000 0

28.10.2026 30.10.2026 29.01.2027 29.01.2027 0 325 000 000 325 000 000 0

27.01.2027 29.01.2027 30.04.2027 30.04.2027 0 325 000 000 325 000 000 0

28.04.2027 30.04.2027 30.07.2027 30.07.2027 0 325 000 000 325 000 000 0

28.07.2027 30.07.2027 29.10.2027 29.10.2027 0 325 000 000 325 000 000 0

27.10.2027 29.10.2027 31.01.2028 31.01.2028 0 325 000 000 325 000 000 0

27.01.2028 31.01.2028 28.04.2028 28.04.2028 0 325 000 000 325 000 000 0

26.04.2028 28.04.2028 31.07.2028 31.07.2028 0 325 000 000 325 000 000 0

27.07.2028 31.07.2028 31.10.2028 31.10.2028 0 325 000 000 325 000 000 0

27.10.2028 31.10.2028 31.01.2029 31.01.2029 0 325 000 000 325 000 000 0

29.01.2029 31.01.2029 30.04.2029 30.04.2029 0 325 000 000 325 000 000 0

26.04.2029 30.04.2029 31.07.2029 31.07.2029 0 325 000 000 325 000 000 0

27.07.2029 31.07.2029 31.10.2029 31.10.2029 0 325 000 000 325 000 000 0

29.10.2029 31.10.2029 31.01.2030 31.01.2030 0 325 000 000 325 000 000 0

29.01.2030 31.01.2030 30.04.2030 30.04.2030 0 325 000 000 325 000 000 0

26.04.2030 30.04.2030 31.05.2030 31.05.2030 0 325 000 000 325 000 000 0

29.05.2030 31.05.2030 31.07.2030 31.07.2030 325 000 000 0 0 0

Broken Period

Amortization table
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Value of 1 BP 40 611         

ING

Total savings 338 173       

Market price without bank margin 3 066 021   

Price with standard bank margin * 3 472 132   

Standard bank margin (10 basis points) * 406 111       

Final price 3 133 959   

Final margin 67 938         

*  The standard margin taken by banks in this context is 10 to 15 basis points over the fixed rate or running premium

    compared to the rate / price without margin used above. A margin of 10 basis points is used for this comparison.

 The total savings are made in three stages in a "cooperative" way with the bank:

- Choosing the optimal product: similar or identical products are often "priced" differently

- Preliminary negotiations before quotes tender (explanation of KERIUS method and target margin to be selected)

- Final negotiation at the end of the process

ROI analysis

In addition to the qualitative aspects (analysis and choice of the most appropriate strategy)
and the time saved during the process, the KERIUS Finance service generated the following
savings:
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❑ Market Data : Historic and projected Euribor

❑ Recall: Situation before new hedges

❑ Recall : Financial expenses simulation

❑ Financing terms

❑ Recall : Profiles at maturity of different types of hedge

Appendices
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Market data
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New hedges:
Various amounts and maturities possible

Extract from past reports
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New hedges:
Various amounts and maturities possible

Extract from past reports
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New hedges:
Various amounts and maturities possible

Extract from past reports
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Indicative cotations 
(products not recommended)

Hedging H2 H3 H4 H5 H6 H7 H8 H9

Value of 1bp in EUR 106 633 56 856 85 244 27 889 48 167 63 444 30 458 57 125

Swap without Floor 2,77% 3,06% 2,85% 2,96% 2,74% 2,66% 3,07% 2,76%

Swap with Floor 2,88% 3,14% 2,95% 3,05% 2,85% 2,78% 3,15% 2,88%

Cap 0% annualized 2,88% 3,14% 2,95% 3,05% 2,85% 2,78% 3,15% 2,88%

There are many interest rate hedging products. There are certain products that we do not recommend or no longer recommend for various reasons,
relating to a problem of effectiveness or accounting (sometimes the two are linked) or comparative profitability.

Product sheets are available in the appendix of this report in order to clarify the mechanisms and their intrinsic advantages/disadvantages.

• Cap 0% :
• Does not allow you to benefit from a decrease in rates because this product, which is currently very expensive, completely freezes the interest

rates
• Requires more risk lines in the banks
• This is a product that we recommended when Euribor rates were negative or close to zero

• Interest rate swap (simple and floored):
• Simple: toxic in a context of negative interest rates and therefore can be de-qualified and considered as a speculative product by the company's

CACs even in a period of positive interest rates, which implies recording changes in the product's net asset value in financial income at each
closing

• Floored: increased bank margin for a product equivalent to Cap 0%, but sold at a higher price most of the time for reasons specific to the banks
• Collar (purchase of cap / sale of floor):

• Does not guarantee a cap rate in the event of negative rates because the financing already incorporates a floor/floor at 0%, which induces an
increase in the overall financing rate in the event of a fall in Euribor rates in the negative zone. As such, the product can be de-qualified and
considered as a speculative product by the company's CACs even in periods of positive rates (in the same way as the simple swap).

• Knock out Cap
• Does not guarantee a cap rate, so as such is not a hedging product and should be considered as speculative by CACs

• Knock in Cap
• Increased bank margin and interesting product on very large amounts only to absorb additional bank cost.

• Cap Spread (ex: prurchase of cap 1% / sale of cap 3%)
• Does not guarantee a cap rate and is never a hedging product in the event of a highly unfavorable rate scenario, and as such can be considered

speculative by the CAC

Extract from past reports
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Indicatives quotations
(products recommended)

Hedging H2 H3 H4 H5 H6 H7 H8 H9

Duration 6 years 4,25 years 5,25 years 4,25 years 5,25 years 6 years 6 years 6 years

Index Euribor 3M Euribor 3M Euribor 3M Euribor 3M Euribor 3M Euribor 3M Euribor 3M Euribor 3M

Starting Notional Amount 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

Start of Period 30/04/2023 30/04/2023 30/04/2023 30/04/2023 30/04/2023 30/04/2023 30/04/2023 30/04/2023

End of Period 30/01/2027 30/04/2025 30/04/2026 30/04/2025 30/04/2026 30/01/2027 30/04/2025 30/01/2027

Value of 1bp in EUR 106 633 56 856 85 244 27 889 48 167 63 444 30 458 57 125

Annualised Premium

Cap 1% annualised 1,95% 2,16% 2,00% 2,08% 1,91% 1,86% 2,17% 1,95%

Max Financing Rate 2,95% 3,16% 3,00% 3,08% 2,91% 2,86% 3,17% 2,95%

Cap 2% annualised 1,12% 1,24% 1,15% 1,18% 1,09% 1,07% 1,24% 1,12%

Max Financing Rate 3,12% 3,24% 3,15% 3,18% 3,09% 3,07% 3,24% 3,12%

Cap 3% annualised 0,52% 0,49% 0,50% 0,49% 0,50% 0,53% 0,50% 0,52%

Max Financing Rate 3,52% 3,49% 3,50% 3,49% 3,50% 3,53% 3,50% 3,52%

Premium in EUR

Cap 1% 19 514 400 11 833 900 16 209 600 5 546 200 8 665 200 11 030 600 6 361 300 10 448 300 

Cap 2% 11 272 600 6 783 400 9 273 300 3 150 200 4 930 900 6 364 700 3 649 500 6 040 000 

Cap 3% 5 224 900 2 694 400 4 041 900 1 308 700 2 272 200 3 120 200 1 453 200 2 800 200 

Estimated Bank Margin in Basis 
Points (BP) included  in the prices

7   

Extract from past reports
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Example of annualized premium payments:
H2 Cap 2%

Fixing Start End Payment Notional Premium to be paid
Remaining to be 
paid in case of 

settlement

26/04/2023 28/04/2023 31/07/2023 31/07/2023 280 000 000 772 884 -10 499 716 

27/07/2023 31/07/2023 31/10/2023 31/10/2023 280 000 000 756 440 -9 743 276 

27/10/2023 31/10/2023 31/01/2024 31/01/2024 280 000 000 756 440 -8 986 836 

29/01/2024 31/01/2024 30/04/2024 30/04/2024 280 000 000 739 996 -8 246 840 

26/04/2024 30/04/2024 31/07/2024 31/07/2024 280 000 000 756 440 -7 490 400 

29/07/2024 31/07/2024 31/10/2024 31/10/2024 280 000 000 756 440 -6 733 960 

29/10/2024 31/10/2024 31/01/2025 31/01/2025 280 000 000 756 440 -5 977 520 

29/01/2025 31/01/2025 30/04/2025 30/04/2025 280 000 000 731 773 -5 245 747 

28/04/2025 30/04/2025 31/07/2025 31/07/2025 280 000 000 756 440 -4 489 307 

29/07/2025 31/07/2025 31/10/2025 31/10/2025 280 000 000 756 440 -3 732 867 

29/10/2025 31/10/2025 30/01/2026 30/01/2026 280 000 000 748 218 -2 984 649 

28/01/2026 30/01/2026 30/04/2026 30/04/2026 280 000 000 739 996 -2 244 653 

28/04/2026 30/04/2026 31/07/2026 31/07/2026 280 000 000 756 440 -1 488 213 

29/07/2026 31/07/2026 30/10/2026 30/10/2026 280 000 000 748 218 -739 996 

28/10/2026 30/10/2026 28/01/2027 28/01/2027 280 000 000 739 996 0 

Running 
premium

1,12% Total to be paid 11 272 600

Extract from past reports
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Simulation of financial expenses
with three Euribor evolution scenarios

All financial expenses simulations start in 2023. This include the credit margin 5,75% (Acquisition Facility &
Investment Facility), Euribor3m variations’ impact and the cost of setting up the new hedge.

Extract from past reports
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Financial expenses simulation in 
expected Euribor -2% Scenario

Extract from past reports
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Financial expenses simulation in 
expected Euribor Scenario

Extract from past reports



19

Financial expenses simulation in 
expected Euribor + 2% Scenario

Extract from past reports
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Synthesis of financial costs simulation 
(over the total duration of the financing, hedging cost included – TEG 

approach)

Extract from past reports
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Synthesis of financial costs simulation 
(over the total duration of the financing, hedging cost included –

TEG approach)

STRATEGY H0 : No Hedging STRATEGY H2 STRATEGY H5 

H0 : No Hedging H2 Cap 1% H2 Cap 2% H2 Cap 3% H5 Cap 1% H5 Cap 2% H5 Cap 3%

Euribor Projected - 200 
bps

75 770 077 93 626 445 86 875 824 80 998 788 80 719 039 78 857 750 77 078 777

Euribor Projected 96 396 744 97 251 413 99 674 713 100 668 745 96 490 954 96 883 843 97 363 762

Euribor Projected + 200 
bps

117 023 410 97 251 413 99 674 713 104 293 713 111 795 399 112 188 288 113 135 676

STRATEGY H7 STRATEGY H8 STRATEGY H9 

H7 Cap 1% H7 Cap 2% H7 Cap 3% H8 Cap 1% H8 Cap 2% H8 Cap 3% H9 Cap 1% H9 Cap 2% H9 Cap 3%

Euribor Projected - 200 
bps

86 213 098 82 077 823 78 893 009 81 235 521 79 325 787 77 223 277 85 330 142 81 720 692 78 572 320

Euribor Projected 96 984 583 98 664 598 99 177 994 96 504 457 96 838 490 97 337 421 96 848 755 98 153 907 98 686 463

Euribor Projected + 200 
bps

105 166 806 106 846 820 109 949 479 111 422 790 111 756 823 112 606 357 106 425 422 107 730 573 110 205 077

Extract from past reports
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Comparaison of the financial expenses with the 
strategy without hedging

Extract from past reports
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STRATEGY H0 : No Hedging STRATEGY H2 STRATEGY H5 

H0 H2 Cap 1% H2 Cap 2% H2 Cap 3% H5 Cap 1% H5 Cap 2% H5 Cap 3%

Euribor Projected -
200 bps

75 770 077 17 856 368 11 105 747 5 228 711 4 948 962 3 087 673 1 308 700

Euribor Projected 96 396 744 854 669 3 277 969 4 272 001 94 210 487 099 967 018

Euribor Projected + 
200 bps

117 023 410 -19 771 997 -17 348 698 -12 729 698 -5 228 012 -4 835 123 -3 887 734

STRATEGY H0 
: No Hedging

STRATEGY H7 STRATEGY H8 STRATEGY H9

H0 H7 Cap 1% H7 Cap 2% H7 Cap 3% H8 Cap 1% H8 Cap 2% H8 Cap 3% H9 Cap 1% H9 Cap 2% H9 Cap 3%

Euribor Projected -
200 bps

43 485 745 10 443 021 6 307 746 3 122 932 5 465 443 3 555 709 1 453 200 9 560 064 5 950 615 2 802 242

Euribor Projected 50 383 651 587 840 2 267 854 2 781 250 107 713 441 746 940 677 452 012 1 757 163 2 289 719

Euribor Projected + 
200 bps

57 281 557 -11 856 605 -10 176 590 -7 073 932 -5 600 620 -5 266 587 -4 417 054 -10 597 988 -9 292 837 -6 818 334

Gain in favor of the strategy without hedging
Loss against the strategy without hedging

Comparaison of the financial expenses with the 
strategy without hedging

Extract from past reports
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Amortization table (1/2)

FIXING 
DATE

START 
DATE

END 
DATE

PAYMENT 
DATE

Acquisition Facility Investment Facility
DEBT TOTAL

Amort. CRD Amort. CRD

27/01/2023 31/01/2023 28/04/2023 28/04/2023 0 79 000 000 0 201 000 000 280 000 000

26/04/2023 28/04/2023 31/07/2023 31/07/2023 0 79 000 000 0 201 000 000 280 000 000

27/07/2023 31/07/2023 31/10/2023 31/10/2023 0 79 000 000 0 201 000 000 280 000 000

27/10/2023 31/10/2023 31/01/2024 31/01/2024 0 79 000 000 0 201 000 000 280 000 000

29/01/2024 31/01/2024 30/04/2024 30/04/2024 0 79 000 000 0 201 000 000 280 000 000

26/04/2024 30/04/2024 31/07/2024 31/07/2024 0 79 000 000 0 201 000 000 280 000 000

29/07/2024 31/07/2024 31/10/2024 31/10/2024 0 79 000 000 0 201 000 000 280 000 000

29/10/2024 31/10/2024 31/01/2025 31/01/2025 0 79 000 000 0 201 000 000 280 000 000

29/01/2025 31/01/2025 30/04/2025 30/04/2025 0 79 000 000 0 201 000 000 280 000 000

28/04/2025 30/04/2025 31/07/2025 31/07/2025 0 79 000 000 0 201 000 000 280 000 000

29/07/2025 31/07/2025 31/10/2025 31/10/2025 0 79 000 000 0 201 000 000 280 000 000

29/10/2025 31/10/2025 30/01/2026 30/01/2026 0 79 000 000 0 201 000 000 280 000 000

28/01/2026 30/01/2026 30/04/2026 30/04/2026 0 79 000 000 0 201 000 000 280 000 000

28/04/2026 30/04/2026 31/07/2026 31/07/2026 0 79 000 000 0 201 000 000 280 000 000

29/07/2026 31/07/2026 30/10/2026 30/10/2026 0 79 000 000 0 201 000 000 280 000 000

28/10/2026 30/10/2026 28/01/2027 28/01/2027 0 79 000 000 0 201 000 000 280 000 000

26/01/2027 28/01/2027 29/01/2027 29/01/2027 79 000 000 0 201 000 000 0 0

Broken period

Extract from past reports
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Amortization table (2/2)

FIXING 
DATE

START 
DATE

END 
DATE

PAYMENT 
DATE

H2 H3 H4 H5 H6 H7 H8 H9

27/01/2023 31/01/2023 28/04/2023 28/04/2023 0 0 0 0 0 0 0 0

26/04/2023 28/04/2023 31/07/2023 31/07/2023 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

27/07/2023 31/07/2023 31/10/2023 31/10/2023 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

27/10/2023 31/10/2023 31/01/2024 31/01/2024 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

29/01/2024 31/01/2024 30/04/2024 30/04/2024 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

26/04/2024 30/04/2024 31/07/2024 31/07/2024 280 000 000 280 000 000 280 000 000 100 000 000 100 000 000 100 000 000 150 000 000 150 000 000

29/07/2024 31/07/2024 31/10/2024 31/10/2024 280 000 000 280 000 000 280 000 000 200 000 000 200 000 000 200 000 000 150 000 000 150 000 000

29/10/2024 31/10/2024 31/01/2025 31/01/2025 280 000 000 280 000 000 280 000 000 200 000 000 200 000 000 200 000 000 150 000 000 150 000 000

29/01/2025 31/01/2025 30/04/2025 30/04/2025 280 000 000 280 000 000 280 000 000 200 000 000 200 000 000 200 000 000 150 000 000 150 000 000

28/04/2025 30/04/2025 31/07/2025 31/07/2025 280 000 000 0 280 000 000 0 200 000 000 200 000 000 0 150 000 000

29/07/2025 31/07/2025 31/10/2025 31/10/2025 280 000 000 0 280 000 000 0 200 000 000 200 000 000 0 150 000 000

29/10/2025 31/10/2025 30/01/2026 30/01/2026 280 000 000 0 280 000 000 0 200 000 000 200 000 000 0 150 000 000

28/01/2026 30/01/2026 30/04/2026 30/04/2026 280 000 000 0 280 000 000 0 200 000 000 200 000 000 0 150 000 000

28/04/2026 30/04/2026 31/07/2026 31/07/2026 280 000 000 0 0 0 0 200 000 000 0 150 000 000

29/07/2026 31/07/2026 30/10/2026 30/10/2026 280 000 000 0 0 0 0 200 000 000 0 150 000 000

28/10/2026 30/10/2026 28/01/2027 28/01/2027 280 000 000 0 0 0 0 200 000 000 0 150 000 000

26/01/2027 28/01/2027 29/01/2027 29/01/2027 0 0 0 0 0 0 0 0

Broken period

Extract from past reports



26

• Finalize a choice of strategy

• Initiate discussions with banks to ensure they are prepared to address
the type of strategy being considered and finalize regulatory
documentation.

• Ask them for indicative quotations

• Organize the transaction

Next steps

Extract from past reports
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• Watch List of potential strategies

• Financing terms

• Profiles at maturity of different types of hedge

Appendices

Extract from past reports
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Watch List of potential strategies

Extract from past reports
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Watch List of potential strategies

Hedging H1 H2 H3 H4 H5

Duration 1 year 1 year 1 year 1 year 1 year

Index Euribor 3M Euribor 3M Euribor 3M Euribor 3M Euribor 3M

Notional 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 

Starting Date 2022-12-31 2023-12-31 2024-12-31 2025-12-31 2026-12-31

End Date 2023-12-31 2024-12-31 2025-12-31 2026-12-31 2027-12-31

Value of 1bp in EUR 1,014 1,014 1,014 1,014 1,014

Option running premium

Cap 0% 3.05% 3.04% 2.50% 2.42% 2.42%

Cap 1% 2.07% 2.10% 1.65% 1.61% 1.67%

Cap 2% 1.09% 1.21% 0.94% 0.97% 1.08%

Cap 3% 0.36% 0.51% 0.49% 0.57% 0.68%

Option premium in EUR

Cap 0% 309,700 308,700 253,300 245,000 245,400 

Cap 1% 210,200 213,000 167,200 163,700 169,800 

Cap 2% 110,800 122,400 95,500 98,800 109,600 

Cap 3% 36,600 51,700 49,900 57,900 69,300 

Estimated bank margin (bp) 7

Extract from past reports
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Ineffectiveness of simple swaps ( and 
tunnels/collars) in case of a floor in the financing

A video detailing this concern is visible on the blog of KERIUS Finance by clicking here.

The financing contract provides that the Libor cannot be negative, therefore the bank will not pay interest to the
borrower.

An Interest Rate swap which allows to fix the rate of a debt is a contract by which the company undertakes to:
‒ Receive a floating rate on the amount of the hedged debt (to cancel the floating rate of the financing contract)
‒ Pay a fixed rate on the same amount.

A conventional swap, which does not replicate this floor, that is to say whose variable "leg" does not also include a floor,
has two disadvantages when the index (Libor/Euribor) is negative :

‒ No cap on the overall financing rate: the negative Libor rate is added to the fixed rate to be paid by the
company.

‒ Potential problem with hedge accounting: if hedges are no longer considered as effective by the Auditors as a
result of this issue, all mark-to-market swap fluctuations will be recorded In financial result (i.e. not deferred in
time).

A similar problem arises with the collar: the floor of the collar doubles the floor of the financing. In the event of negative
rates, it induces a loss which increases the financial expenses beyond the threshold rate (cap).

Technical solutions:
‒ Include in the swap a floor replicating that of the financing, but this has a cost. See simulations.
‒ Opt for a hedging with a Cap, which cannot generate negative valuation in the event of negative rates.

Extract from past reports

http://www.kerius-finance.com/en/blog/unexpected-impact-negative-rates-swaps
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Financing

Financing clauses

Extract from past reports
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Repayment

Financing clauses

Extract from past reports
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Hedging requirement

Financing clauses

Extract from past reports
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Interest

Financing clauses

Extract from past reports
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Interest

Financing clauses

Extract from past reports
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Cross default

Financing clauses

Extract from past reports
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Various types of hedges
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Hedge rate Exposure on each payment date

(with Interest Rate Swap)

EURIBOR 3 months

%

Interest rate swap (example: fixed interest swap vs Euribor 3 months):
Definition: exchange of a stream of fixed interest payments against a stream of floating interest payments (denominated in a
particular currency). The objective is to fix a charge of interests linked to a debt facility.

Advantages:

• No premium to pay at inception (the value of the swap is nil on the trade date)

• Simplicity to trade

• Financial charge is known in advance

Disadvantages:

• Cost of opportunity if the rates move in a favorable direction after inception of the hedge;

• Potential unlimited loss (mark to market)

➢ Simple but risky product in case of unanticipated reduction of the underlying exposure (debt repayment for example)
after inception of the hedge in case of negative mark to market valuation.

Rate fixed by the 
swap

Floating rate of 
unhedged 
underlying

Swaps must be kept for the
part of the exposure that
cannot be reduced (risk of
unlimited loss).

Product that does not guarantee a 
financing rate in a context of 

negative rates for financing facilities 
that include a floor on the index 

(Euribor or else).

Illustrative graph: 
non-updated data
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Interest rate Cap: Hedge in which the buyer of the cap receives payments from the bank at the end of each period
(fixing date) if the market rate (Euribor or Libor for instance) exceeds the exercise rate of the cap (i.e. strike).

=> The “strike” is the protection rate of the cap.

Advantages:

• Fully flexible to modify or cancel the hedge in case of modification of the exposure;

• Opportunity to benefit from favorable fluctuations of market rates;

• Risk of loss limited to the premium paid initially, in case of hedge modification before expiry

Disadvantages:

• Premium to pay at inception. The premium can be paid upfront to the bank or spread over the life of the
hedge if the bank authorized this credit. The premium is then called “running premium” or “running
margin”.

Maximum hedge rate 
provided by the cap 
(protection = strike)

The cap option 
captures favorable 
variations of the 

underlying

Various types of hedges

Illustrative graph: 
non-updated data
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Collars (combinations of options purchased and sold):

Simultaneous purchase of an interest rate cap and sale of an interest rate floor. The buyer’s effective interest rate paid
fluctuates between the two agreed exercise rates (strikes) of the options, depending on the underlying index. A collar profile
is a mix of option profile and swap profile.

Advantages:

• Flexibility as long as the market rate fluctuates between the exercise rates (strikes)

• Protection if the market rate rises above the exercise rate (strike) at maturity of each period

• Opportunity to offset the cost of the cap with the option sold (floor)

Disadvantages:

• Cost of opportunity if the rates move in a favorable direction after inception of the hedge

➢ Potential unlimited gain or loss (mark to market) in case of unanticipated reduction of the underlying exposure (debt
repayment for example) after inception of the hedge or reduction/cancellation of the hedge.

Minimum rate 
paid(floor)

Floating index 
between the two 
agreed exercise 

rates 

Zero premium 
collar

Maximum rate 
paid(cap)

Collars must be
kept for the part of
the exposure that
cannot be reduced.

Ineffective product in current market conditions (negative rates) because the floor is too close from the cap. 
And the cap is no more guaranteed if the financing contract is floored.

Various types of hedges

Illustrative graph: 
non-updated data

Extract from past reports



40

Sébastien Rouzaire

s.rouzaire@kerius-finance.com

www.kerius-finance.com

2013-12-04

KERIUS Finance Suisse SARL

Chemin de Blandonnet 2, 

1214 Vernier - Genève, Suisse

Tel : + 41 22 566 40 52

RC Genève IDE CHE-460.735.969 

Numéro fédéral: CH-660-2330011-1

KERIUS Finance SAS

17 rue Dupin, 

75006 Paris, France

Tel: +33 1 83 62 27 61

RC Paris: 520 300 948

Immatriculé au Registre Unique des Intermédiaires en Assurance,
Banque et Finance (ORIAS) sous le n°13000716 au titre des
activités de Conseiller en Investissements Financiers, enregistré
auprès de l’Association Nationale des Conseils Financiers-CIF,
association agréée par l’Autorité des Marchés Financiers .



41

AVERTISSEMENT - DISCLAIMER

Ce document a été préparé à l’usage des services financiers du Client. Ce document ou son contenu ne doivent pas être
communiqués ou diffusés en externe sans l’accord préalable écrit de KERIUS FINANCE .

Pour ce document, KERIUS FINANCE a été amenée à utiliser des informations et données chiffrées fournies par le Client. KERIUS
FINANCE a pris ces données en compte sans réaliser de procédure d’audit et n’émettra en conséquence aucune opinion sur leur
fiabilité. Ce document ne constitue pas une documentation contractuelle des transactions éventuellement décrites, ni une
recommandation ou une sollicitation de mettre en place les transactions décrites. Tout Client intéressé par ce type de
transactions ou procédure doit mener ses propres analyses pour vérifier l’adéquation à ses besoins, ainsi que les conséquences,
notamment fiscales et comptables. Il lui appartient également de prendre les dispositions nécessaires à la mise en œuvre des
décisions qu’il aura prises.

Ni KERIUS FINANCE ou ses administrateurs ou employés ne pourront être tenus responsables des conséquences de l’utilisation de
ce document ou de la mise en place, totale ou partielle, par le client, des idées ou opérations décrites.

This document has been prepared for the Finance department of the Client. It must not be communicated or published
externally without prior written consent of KERIUS FINANCE

For this document, KERIUS FINANCE used information and data provided by the Client. The Client agrees that KERIUS FINANCE
took this information into account without auditing them or checking their accuracy and, as a consequence, without producing
any opinion on their reliability. Please note that this document does not constitute a contractual documentation of the
transactions or processes that may be described, nor a recommendation or solicitation to enter into the transactions or processes
described herein. If the Client is interested in setting up this type of transactions or processes, the Client should conduct his own
analysis of the suitability to his needs. The Client must also verify the consequences of his decisions, including accounting and
fiscal aspects. The Client is also responsible for the implementation of his decisions.

Neither KERIUS FINANCE nor its directors and employees accept liability for any loss or damage resulting from the use of this
document and expressly excludes all liability in respect of any implication of the described ideas or transactions on the Client’s
own specific particulars.

2013-01-01
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