Subject: Re: 1ldyr $/¥.... [C

From: Tazia Smith < b
Date: Fri, 3L Jan 2014 09%:50:20 -Q500
Ta: Jeavacationfgmail .com

Cc: Paul Morris < >

Classification: Confidential
Jeffrey -

Tried you this morning. Call when you have time to rewview. MNo rush; altheugh
spot is loewer, markets fesl gquite shaky this morning.

In additien to the long dated option, Just wanted to borrow a page from the
USDCAD structure you have on (working well with spot now at 1.1208), for a
sherter-term trade to consider on yven strength:

Ime 102.75 strike USDJIPY call, BEI 107 strike (KI at 110}). 2Add a digital
one—touch at 100 (1.25% cost 1if hit}).

Met premium paid: 0.89%

Compare to wanilla 102.75: 1.91%

If digital 100 one-touch hit: 2.14%

Max loss 2.14%

Indicative level only. Subject to market movement. Source: DB WM FX Sales,
1/31714, (full detail below)

Best Regards,
Tazia

Spot ref = 102,25

Leg 1: European Option Call

<Client> buwys Buropean USD Call on USD/JPY
Strike: 102.75

Motional: USD 10,000,000

Expiry: Thu 01-May-2014 (3m)

Settlement: Wed 07-May-2014

ZaoneCut: NY

Fremium: USD 191,404

Premium Date: Tue (04-Feb-2014

Leg 2: ITM Enockin Call
<Client> sells European USD Call on USD/JPY with American Reverse Knock-In

Strike: 107

Motional: USD 10,000,000
American Reverse Knock-In: 110
Expiry: Thu 0l1-May-2014
Settlement: Wed 07-May-2014
ZoneCut: WY

Fremium: USD -2§&, 300

Premium Date: Tue (04-Feb-2014

Leg 3: One Teuch

<Client> sells One Touch on USD/JPY payout
Barrier: 100

Payout: USD 125,000

Fayout Coy: <FPayCurrency>

Postpone Rebate: <PostponeRebate Y/HN>
Expiry: Thu 01-May-2014

Settlement: Wed 07-May-2014

ZoneCukb: WY

Premium: USD -74, 120

Fremium Date: Tue 04-Feb-2014

MNet Premium:
<Client> Pays UsD 28, 980
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From: Tazia Smith/db/dbcom

Ta: jeevacationBgmail . com,

Co: Faul Morris, Vinit Sahni,-"d't:—_ Nav Gupta.-"d.b.-"_ Vahe Stepanian/db

Date: 0173072014 D&:26 PM

Subject: 10wr S/Y.... [C]

Classification: Confidential

Jeffrey —

Below is the description and scenarioc analysis from Mav and team for the 10y
USDJPY call option, strike BS with American style KO at 90 (v spot).

If you review and like the long-term positicon ("IRR"™ like trade, as Vinit
said), our suggestion is to leg in, perhaps $5mm notional =2 for total 10mm
notional.

Let’'s discuss the below in the morning (Fri) and depending on your review/the
market we can potentially add the first leg.

Best Regards,
Tazia

————— Forwarded by Tazia Smith/db/dbcom on 01/30/2014 0&6:14 PM ————-

Classification: Confidential

The trade below iz a structure to reduce the cost of a near-dated USDJPY call
and express a long-term bearish view aon the ven; it’'s a trade that Vinit and
Mav have been kicking arcund te take advantage of dislecations in FX and like
it a lot

10y Expiry:

European style USDJPY 85.00 strike, call option which knocks out (KO} Lf 5Y
trades at 90 at any time during the life of the option

Spot Ref 102.5

Mid market 4.0% of USD notional. Offer 4.35%

Maximum loss is premium paid

Indicative level only. Subject to market movement. Source: DE FX London,
1/30/14.

Key Points:

- We find that buvyers ocften cheapen call options by szelling in-the-money
knockouts - so if the buvers view iz "too right"™ the optiocn knocks ocut and
becomes worthless

- Rather than "trying to be right, but not teo right," consider buying call
options which knock-out if spot trades down (ie. against your wview) because in
that case, wou are wrong on the direction bet and probably do not want the
option anymore.

- The challenge is that i1s no ene aver pays much for the sut-ef-the-money KO
feature so its almost never worth doing - except, in our view, in USDJPY
because long dated FX forwards trade so far below spot {(due to the interest
rate differential) that the 90 strike KO is worth a lot - arguably too much
based on probabilities of where DB forecasts spot to rell up to.

ZEimple scenaric analysis for USDJEY Call option, strike BS with American style
KO at 94
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Spot Ref 102.51, 10y Fwd 77.10

This analysis implies that all else except spot remains egual (eg. wvolatility,

rates)

At 90.0 and balow the optien is werth 50, Full premium would be lost. Max

loss is premium paid.
[Embadded image moved to f£ile: piclllos
Notes:
premium decays positively if spobt is
the premium is sensitive to moves in
opticon
the mid price for a l0year expiry BS

Lgif)
unchanged
spot - much more than a regular 10y

strike USDJFY call (without any KO

feature) is 10.5% and the mid price for a lyear 102.51 strike call is 4%
and compared with either of these the option with the KO feature has bettar

risk:reward in Nav's opinion
we suggest sizing it to worst loss
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