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Keep your currency risk under control

CYRRUS  
currency hedging 
conditions for providing  
currency FX forwards

As the currency of a small, open economy, the Czech koruna is, and will remain in the foreseeable future, one of the curren-

cies most susceptible to fluctuations in times of uncertainty. We saw this both during the Covid pandemic and as a result 

of the war in Ukraine. The exchange rate of the domestic currency will continue to be influenced by global events and the 

sentiments of major foreign investors.

At the same time, the Czech economy is continuing to catch up with the West. The koruna has the potential to be stronger 

in the long term, but nervousness on the markets prevents it from reaching this potential. When we will see the koru-

na's stabilisation and subsequent strengthening currently depends on how quickly the CNB and the world's central banks 

(Fed and ECB) will lower rates.

If you don’t want to bear the risk of koruna fluctuations, which are often associated with the fickle mood of global investors, 

take advantage of our currency hedging.

CURRENCY FORWARD 
For hedging current investments 
in foreign currencies

USD/EUR  CZK

This is a  future exchange of a  foreign curren-
cy (USD, EUR) into Czech korunas at a  preset 
exchange rate. A  specific volume of funds in 
a foreign currency are hedged towards a deter-
mined date.

CURRENCY SWAP
For hedging future investments 
in foreign currencies

CZK  USD/EUR  CZK

This is a  temporary loan of funds in one cur-
rency for funds deposited in another currency. 
You exchange your korunas for foreign curren-
cy and then Czech korunas again at a fixed ex-
change rate.



CYRRUS currency hedging

Diagram of how a currency forward works

The floating exchange rate of the Czech 
koruna represents a currency risk at any 

moment for investments and cash 
denominated in a foreign currency.

Our service allows you to eliminate the risk 
by concluding a forward/swap contract for 

a future date at a preset exchange rate.

Whether the price of the koruna 
falls or rises, you can be sure 

of the arranged exchange rate 
in the future. When the Czech koruna 

is expected to strengthen, you can 
exchange your foreign currencies 

for a better exchange rate.
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Main advantages  
of currency hedging
 It allows you to easily secure your 

investment against currency fluctuations 
for an agreed period.

 The conditions and parameters of the contract 
are predetermined (no insecurity).

 You don't need to provide the entire insured 
amount, you can just make a deposit  
(applies to forwards).

 A forward (swap) contract can be shortened 
or extended with a swap.

 Our currency hedging service is always 
FREE OF CHARGE.

Disadvantages/risks
 By concluding the contract, the client 

loses the opportunity to take advantage 
of favourable movements in the exchange rate 
of the secured currency.

 Depending on market conditions, the forward 
rate may not be as favourable as the spot rate.

With a currency forward, I know 
that the income from my euro 
and dollar investments will not 
be affected by movements in 
the exchange rate.

Conditions for arranging  
a forward/swap

The minimum hedge amount is EUR 10,000.

EUR and USD positions can be hedged.

CYRRUS requires a minimum deposit (financial 
collateral) of 5% of the hedged amount in cash in CZK 
for futures transactions.

The deposit to cover the trade must be in 
the CYRRUS account before the trade is concluded.

If the value of the deposit falls below 3%, the client 
will be instructed by CYRRUS to increase the deposit 
(margin call).

If the client does not increase the coverage at 
the request of CYRRUS, CYRRUS shall be entitled 
to close the position (margin close) if the value 
of the deposit falls below 1.5%.

No later than one day before the maturity date 
of the contract (t-1), the client must provide funds 
for the settlement of the contract or negotiate 
an extension of the contract. If the client fails to do 
so within the deadline, CYRRUS shall be entitled 
to close the position at t-1.

Fees?  
There are no fees for our service.



1
A client concludes a six-month 

forward contract to sell USD 100,000 
at a rate of USD 1 = CZK 23.20, with 

settlement on 1 August 2024.

Example of a currency forward  
(model situation)

Example of currency swap  
(model situation)

As of 1 February 2024, the client has USD 100,000 on his 

account; he expects the CZK to strengthen and he wants 

to hedge the exchange rate for six months. The current 

USD/CZK spot rate is USD 1 = CZK 22.80, and the six-month 

forward rate is USD 1 = CZK 23.20.

The client has free CZK and wants to invest in USD 

for one year. He expects a  significant strengthening 

of the Czech koruna above the current exchange rate 

of USD 1 = CZK 22.80.

1
The client buys USD 100,000 

for the spot price and concludes 
a forward contract for the sale 

of USD 100,000 with settlement 
in one year at an exchange rate 

of USD 1 = CZK 23.60.

2
When the contract expires, the client 
provides USD 100,000, and CYRRUS 

gives him CZK 2,320,000 back.

2
If the spot rate is below 

USD 1 = CZK 23.60 when the forward 
is settled, then the client has made 

a profit on the currency hedge. 
The difference between the buy and 

sell price is the hedging cost.3
If the spot rate is lower than 

USD 1 = CZK 23.20 (CZK is stronger) 
when the forward expires, the hedge 
has 'paid off' for the client, otherwise 
he has experienced a loss, which must 

be viewed as the hedging cost.

Typ of hedge 
(asset)

Initial hedged volume 
(collateral)

Margin call Margin close

Finances 5% 3% 1.5%

Conditions for hedging and terminating a trade

validity from 1 February 2024



Disclaimer: This document was drawn up by CYRRUS, a. s., a securities dealer, registered office at Veveří 111, Brno (hereinafter 
referred to as the 'Company'). The company is a member of the Prague Stock Exchange, a. s. and the Frankfurt Stock Exchange 
(FWB) – Deutsche Börse; it is subject to regulation and supervision by the Czech National Bank. This document is intended for 
advertising purposes only and is not an offer or a proposal to conclude a contract. The company also calls attention to the fact 
that the target market and the client's knowledge, experience and investment goals were not taken into account in this com-
munication, and it may therefore be outside the client's target market, or even in the negative target market. This document 
only provides a brief summary of one of the investment products currently on offer, it is not a substitute for professional 
advice on the financial instruments it mentions, nor does it replace comprehensive risk education. The document is intended 
solely for initial informational purposes, and the company strongly recommends that investors get professional investment 
and/or legal and/or tax advice before making an investment decision. The information contained in this document cannot be 
considered advice on an individual investment, nor tax or legal advice. If the document mentions a return, it is necessary to 
keep in mind that past returns are not a guarantee of future returns, that any investment entails the risk of fluctuations in 
value and changes in exchange rates, and that the return of originally invested funds or the amount of profit is not, unless 
otherwise stated in the document, guaranteed. Investors may receive an amount lower than the invested amount when they 
sell the said investment instrument before the maturity date, or when the investment instrument is paid off. The potential 
loss is limited to the amount originally invested. The information is based on the pretax rate of return. This document contains 
examples created based on an analysis of development scenarios of the underlying instruments. The expectations and pre-
dictions of analysts and strategists are not a reliable indicator of the future development of the market rate of the investment 
instruments in question. The examples are only based on hypothetical assumptions and do not allow any conclusion about the 
future development of the price of the investment instrument. Please contact us for an investment offer tailored to the cli-
ent's parameters.

Taxation is dependent on the personal circumstances of each investor and is subject to applicable regulations and supervi-
sion by the relevant authorities. This document was drawn up with due and appropriate care and attention, but the company 
makes no guarantees or assurances, whether express or implied, concerning its accuracy, correctness, up-to-dateness or 
completeness. No rights or obligations can be derived from the information in this document. For information about the com-
pany, incentives and conflicts of interest, visit the About us section at www.cyrrus.cz. We reserve our right to correct typo-
graphical errors. The contents of the document are protected under copyright law; the Company is the owner of the copyright. 
The Company prohibits publication and dissemination of the document without its written consent. The Company is not liable 
for the dissemination or publication of the document by third parties.
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