
GENERAL INTRODUCTION TO COST AND CHARGES FOR OTC DERIVATIVE TRANSACTION 

Total cost and charges for entering into a derivative transaction will depend on the specific details of the transactions. However, there are a number of general 
features that will typically have the same directional impact on cost and charges – for example whether there is a collateral agreement.

Some of these features are common across derivative products and their typical impact on cost and charges are outlined below. Other features, and their typical 
impact on cost and charges, are specific to a given derivative product - for example the maturity of an interest rate swap - and are outlined in the individual 
product examples.

Master Netting Agreement: the presence of a netting agreement (ISDA or equivalent) may impact cost & charges. Generally, netting effects will make the cost & 
charges smaller.

Collateral Agreement: the presence of a collateral agreement (CSA or equivalent), and the specific details of such an agreement may impact cost & charges. 
Generally, collateral agreements will make the cost and charges smaller. Details such as ‘Threshold’ and ‘Minimum Transfer Amount’ will typically reduce cost & 
charges the lower they are. Also, the more frequent collateral is exchanged the lower cost & charges will typically be. Furthermore, the quality of the eligible 
collateral may impact costs & charges both positively and negatively, depending on the nature of the transaction. 

Counterparty credit risk: the Banks assessment of the credit quality of the derivative counterparty will impact the cost & charges. Generally, a higher credit quality 
is associated with lower cost & charges.

Capital markets: the market price of bank funding may impact cost & charges. Generally, elevated funding levels may impact cost & charges both positively and 
negatively, depending on the nature of the transaction.

Regulation: changes in regulation may impact cost & charges.



Commodity OTC Bullet Swap Examples of costs

Amount Maturity
1 year

Financial Instrument:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0.1 - 1.0%

Incidental cost: 0

Total Instrument costs: 0.1 - 1.0%

Investment Service and Ancillary Service:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0

Charges to ancillary services 0

Incidental cost: 0

Inducements: 0

Total Investment/Ancillary Cost 0

Total Cost 0.1 - 1.0%

0

0

EUR 1,000  - 10,000

Amount 

0

0

0

0

0

EUR 1,000  - 10,000

Commodity Products 

Here, you will find an overview of the elements of cost related to the product 
and the investment service 

Below you can see an example of costs based on an example amount, shown as 
both a percentage and an amount

Currency
1,000,000 EUR

Amount

0

0

EUR 1,000  - 10,000

0

Please note

The prices shown on this page are entirely examples of costs related to 
this particular financial instrument. Hence, individual costs may differ due 
to prevailing market conditions, maturities, currencies, the credit policy of 
Danske Bank, your business volume with Danske Bank, and to other 
general business considerations. Thus, you should always contact your 
regular contact person in Danske Bank, should you wish to receive 
individual information about the precise cost and charges related to the 
specific transaction you are considering entering. 

Overview of cost elements

When you trade with Danske Bank there can be cost related to both the 
financial product and to the financial service. For this particular financial 
instrument, the cost may consist of: 

Margin. Termination cost may occur. 

Product description

The objective of this product is to agree to exchange a fixed amount against a 
floating amount based on the price of the underlying commodity, at a future 
date. 
At the expiration date, if the floating price is greater than the fixed price, the 
party paying the fixed price (the buyer of the swap)  will receive the difference 
between the two prices from the other party. However, if the floating price is 
lower than the  fixed price, the party paying the fixed amount (the buyer of the 
swap) will pay the difference between the two prices to the other party. 



Commodity OTC Asian Swap Examples of costs

Amount Maturity
1 year

Financial Instrument:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0.1 - 1.0%

Incidental cost: 0

Total Instrument costs: 0.1 - 1.0%

Investment Service and Ancillary Service:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0

Charges to ancillary services 0

Incidental cost: 0

Inducements: 0

Total Investment/Ancillary Cost 0

Total Cost 0.1 - 1.0%

0

0

EUR 1,000  - 10,000 

Amount 

0

0

0

0

0

EUR 1,000  - 10,000 

Commodity Products 

Here, you will find an overview of the elements of cost related to the product 
and the investment service 

Below you can see an example of costs based on an example amount, shown as 
both a percentage and an amount

Currency
1,000,000 EUR

Amount

0

0

EUR 1,000  - 10,000 

0

Please note

The prices shown on this page are entirely examples of costs related to 
this particular financial instrument. Hence, individual costs may differ due 
to prevailing market conditions, maturities, currencies, the credit policy of 
Danske Bank, your business volume with Danske Bank, and to other 
general business considerations. Thus, you should always contact your 
regular contact person in Danske Bank, should you wish to receive 
individual information about the precise cost and charges related to the 
specific transaction you are considering entering. 

Overview of cost elements

When you trade with Danske Bank there can be cost related to both the 
financial product and to the financial service. For this particular financial 
instrument, the cost may consist of: 

Margin. Termination cost may occur. 

Product description

The objective of this product is to agree to exchange the difference between a 
fixed amount against a floating amount, where the floating amount is based on 
the average price of the underlying commodity, for a future period of time. 
At the expiration date, if the floating price is greater than the fixed price, the 
party paying the fixed price (the buyer of the swap) will receive the difference 
between the two prices from the other party. However, if the floating price is 
lower than the fixed price, the party paying the fixed amount (the buyer of the 
swap) will pay the difference between the two prices to the other party. 



Commodity OTC Asian Put Option Examples of costs

Amount Maturity
1 year

Financial Instrument:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0.1 - 1.0%

Incidental cost: 0

Total Instrument costs: 0.1 - 1.0%

Investment Service and Ancillary Service:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0

Charges to ancillary services 0

Incidental cost: 0

Inducements: 0

Total Investment/Ancillary Cost 0

Total Cost 0.1 - 1.0%

0

0

EUR 1,000 - 10,000 

Amount 

0

0

0

0

0

EUR 1,000 - 10,000 

Commodity Products 

Here, you will find an overview of the elements of cost related to the product 
and the investment service 

Below you can see an example of costs based on an example amount, shown as 
both a percentage and an amount

Currency
1,000,000 EUR

Amount

0

0

EUR 1,000 - 10,000 

0

Please note

The prices shown on this page are entirely examples of costs related to 
this particular financial instrument. Hence, individual costs may differ due 
to prevailing market conditions, maturities, currencies, the credit policy of 
Danske Bank, your business volume with Danske Bank, and to other 
general business considerations. Thus, you should always contact your 
regular contact person in Danske Bank, should you wish to receive 
individual information about the precise cost and charges related to the 
specific transaction you are considering entering. 

Overview of cost elements

When you trade with Danske Bank there can be cost related to both the 
financial product and to the financial service. For this particular financial 
instrument, the cost may consist of: 

Margin. Termination cost may occur. 

Product description

The objective of this product is to grant the buyer the possibility to be 
compensated periodically e.g. monthly. For each period, the buyer is 
compensated if the average of the reference price of the underlying commodity 
over that period (normally a calendar month) is lower than the agreed strike 
price.  In order to purchase this option the buyer will pay a premium to the 
seller.  



Commodity OTC Asian Call Option Examples of costs

Amount Maturity
1 year

Financial Instrument:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0.1 - 1.0%

Incidental cost: 0

Total Instrument costs: 0.1 - 1.0%

Investment Service and Ancillary Service:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0

Charges to ancillary services 0

Incidental cost: 0

Inducements: 0

Total Investment/Ancillary Cost 0

Total Cost 0.1 - 1.0%

0

0

EUR 1,000  - 10,000 

Amount 

0

0

0

0

0

EUR 1,000  - 10,000 

Commodity Products 

Here, you will find an overview of the elements of cost related to the product 
and the investment service 

Below you can see an example of costs based on an example amount, shown as 
both a percentage and an amount

Currency
1,000,000 EUR

Amount

0

0

EUR 1,000  - 10,000 

0

Please note

The prices shown on this page are entirely examples of costs related to 
this particular financial instrument. Hence, individual costs may differ due 
to prevailing market conditions, maturities, currencies, the credit policy of 
Danske Bank, your business volume with Danske Bank, and to other 
general business considerations. Thus, you should always contact your 
regular contact person in Danske Bank, should you wish to receive 
individual information about the precise cost and charges related to the 
specific transaction you are considering entering. 

Overview of cost elements

When you trade with Danske Bank there can be cost related to both the 
financial product and to the financial service. For this particular financial 
instrument, the cost may consist of: 

Margin. Termination cost may occur. 

Product description

The objective of this product is to grant the buyer the possibility to be 
compensated periodically e.g. monthly. For each period, the buyer is 
compensated if the average of the reference price of the underlying commodity 
over that period (normally a calendar month) is higher than the agreed strike 
price.  In order to purchase this option the buyer will pay a premium to the 
seller.  



Examples of costs

Amount Maturity
1 year

Financial Instrument:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0.1 - 1.0%

Incidental cost: 0

Total Instrument costs: 0.1 - 1.0%

Investment Service and Ancillary Service:
Percent

One-off Costs: 0

On-going Costs: 0

All cost related to the transaction 0

Charges to ancillary services 0

Incidental cost: 0

Inducements: 0

Total Investment/Ancillary Cost 0

Total Cost 0.1 - 1.0%

0

0

EUR 1,000  - 10,000 

Amount 

0

0

0

0

0

EUR 1,000  - 10,000 

Commodity Products

Look-alike future

Here, you will find an overview of the elements of cost related to the product 
and the investment service 

Below you can see an example of costs based on an example amount, shown as 
both a percentage and an amount

Currency
1,000,000 EUR

Amount

0

0

EUR 1,000  - 10,000 

0

Please note

The prices shown on this page are entirely examples of costs related to 
this particular financial instrument. Hence, individual costs may differ due 
to prevailing market conditions, maturities, currencies, the credit policy of 
Danske Bank, your business volume with Danske Bank, and to other 
general business considerations. Thus, you should always contact your 
regular contact person in Danske Bank, should you wish to receive 
individual information about the precise cost and charges related to the 
specific transaction you are considering entering. 

Overview of cost elements

When you trade with Danske Bank there can be costs related to both the 
financial product and to the financial service. For this particular financial 
instrument, the cost may consist of: 

Margin. Termination cost may occur. 

Product description

The objective of this product is to agree to a fixed price of an underlying 
commodity at a future date. The contract price, as well as the terms and 
conditions are based on contracts on a futures exchange, such as Matif for soft 
commodities. 
When the client buys a futures contract on the exchange, the client is obliged to 
pay initial and variation margin. However, when buying a look-alike future there 
are no such margins, instead the buyer pays a pre-agreed fee to Danske Bank. 
The position needs to be closed down three days before maturity in order to 
prevent physical delivery. 



Disclaimer

This publication has been prepared by Corporates and Institutions — a division of Danske Bank A/S. Danske Bank A/S is under supervision by the Danish Financial 
Supervisory Authority (Finanstilsynet).

This publication does not in itself constitute an agreement, and the publication does not contain any rights to the reader by itself but must be read and understood 
in connection with the general client relationship with Danske Bank A/S.

This publication has been created for use by current and potential clients in Denmark, Sweden, Norway, Finland, England, Northern Ireland, Ireland, Poland, 
Estonia, Lithuania, Latvia, Germany, which are serviced out of C&I business units.

This publication is not an offer or solicitation of any offer to purchase or sell any financial instrument or enter into any contract or agreement regarding financial 
instruments or investment services . Any reference herein to any financial instrument and/or a particular issuer shall not constitute a recommendation to buy or 
sell, offer to buy, offer to sell, or a solicitation of an offer to buy or sell any such financial instrument issued by such issuer.

This publication is not and cannot make it out for investment advice and should not be the only basis for the reader making an investment decision or deciding to 
enter into an investment service. The publication does not hold sufficient information to form an investment decision. Prior to making any investment decision or 
entering into any investment service, the reader is encouraged to seek advice.

The publication is not personalised but is based on standard and/or average costs and charges and it is based on a number of estimates and assumption with 
regards to investor behaviour and market conditions.

Whilst reasonable care has been taken to ensure that its contents are fair and true, and not misleading, no representation is made as to its accuracy or 
completeness and no liability is accepted for any loss arising from reliance on it.

The Reader should also be aware that as a global provider of Banking, investment management, risk management and advisory services to institutional, 
professional, and retail clients, Danske Bank engages in a broad spectrum of activities. Although the relationships and activities of Danske Bank may help offer 
attractive opportunities and services, such relationships and activities create certain inherent conflicts of interest.

The content is only for the reader’s own personal non-commercial use.

All rights, including copyright, in the content of this publication is owned and controlled for these purposes by the Danske Bank. The reader is welcome to 
download and print the publication and make copies.

Copyright 2019 Danske Bank A/S. All rights reserved.


