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STRUCTURED PRODUCT S BASICS

Autocall payoff diagram
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Typical Autocall Product Dynamics

Ji

v' Thereis a continuous Knock-In barrier for the put and a periodic
(usually 6 months) Knock-out between 80% and 95% where the

investor gets his coupon and notional back.

v' The low Knock-out levels on Korean Autocalls means the product
is normally quite likely to get knocked out on its first observation which

keeps the duration low and makes it easier for desks to manage.

v' But if any of the indices fall materially lower, duration increases

quickly and magnifies exposure to the various parameter
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STRUCTURED PRODUCTS ISSUANCE FROM KOREA

Autocall estimated issuance from Korea
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VEGA DYNAMICS: DVEGA/DSPOT & DVEGA/DVOL

Vanna and Vomma dynamic
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Autocall desk
vega can shift
significantly on
both moves in
spot and vol
requiring
adjustments in
the hedge

Source: 5G Flow
Strategy & Solutions
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CASE STUDY: EMPIRICAL EVIDENCE OF THE IMPACT ON VOL PARAMETERS

Asia, Europe and US 2y Downside Skew

2y Downside Skew (80%;/100%)
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Exo desk vega exposure increased;

coupled with lower risk tolerance saw a
significant increase in Autocall hedging
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HEDGING DYNAMICS BY DEALERS

Autocall payoff diagram

HSCEI Autocall vega profile vs vega profile of put used to hedge

KO = 90% (6 monthly observation)

2% 1 Client receives coupon and notional
KI=55%
0% - r r prg )
',.a" Put strike
_y -20% | ’_’..-' is 100%
= -
o -
— -
T -a0% - .'..-"'
g
T ooy - If Knocked-In, client is short a put struck
ATM at inception. In the case of Korean
products, they are short a Worst-Of put.
-20% -
-100%
30% 40% S0% GO% TO%  80%  90% 100% 110%
Spot Source: SG Flow Strategy & Solutions

100 -
7 00 - Vega profile of 3000
£ Jun17 put to match peak
E 80 vega
w70 -
g Vega profile of
g 80 Street stays 9000 Jun17 put if
w 50 - long vega N street was running
E a net long vega
o 40 1 position
3 30 -
E 20 - off as spot falls so desks short vega
T exposure increases at a slower rate
w 10 than the change in Autocall vega
0 D‘DID DIDrCJ DIDrDIDID‘DIDIDIDID DIDI
[ e = = = = = = = = = === == =]
58ERR3839E8I22RAESES
HSCEI Spot Source: SG Flow Strategy & Solutions

BUILDING TEAM SPIRIT TOGETHER

SOCIETE GENERALE

Corporate & Investment Banking




RISKS

RISKS
The products discussed herein include a risk of capital loss. In a worst case scenario, the counterparty could sustain potentially unlimited losses.

Credit risk: Entering into the transactions discussed herein creates a credit risk on the counterparty i.e. the counterparty’s insolvency may notably result in the partial or total loss of the

invested amount (if any).
Market risk: The product may at any time be subject to significant price movement, which may in certain cases lead to the loss of the entire amount invested, if any (e.g. premium), and in a

worst case scenario, to unlimited losses.

The fluctuations in the marked-to-market value of the products discussed herein may require the counterparty to pay margin calls, make provisions or resell the products in whole or in part
before maturity, in order to enable the counterparty to comply with its contractual or regulatory obligations. As a consequence, the counterparty may have to liquidate the products under
unfavourable market conditions, which may notably result in the partial or total loss of the invested amount (if any). This risk will be even higher if the products include leverage. Certain
exceptional market circumstances may have a negative effect on the liquidity of the products discussed herein, and even render the products entirely illiquid, which may make it impossible to

withdraw from the products and result notably in the partial or total loss of the invested amount (if any).
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IMPORTANT DISCLAIMER

IMPORTANT DISCLAIMER

THIS DOCUMENT IS NOT INTENDED FOR RETAIL CLIENTS.

This document is a marketing communication from the Global Markets Division of Societe Generale (“SG”) and is not a product of SG’s Research department. It is for qualified institutional or
professional clients only and may contain market information, trading strategy, trade ideas and/or information about SG Global Markets products or services. The present document is of a
commercial and not of a regulatory nature. IT HAS NOT BEEN PREPARED IN ACCORDANCE WITH THE REGULATORY PROVISIONS DESIGNED TO PROMOTE THE INDEPENDENCE
OF INVESTMENT RESEARCH.

The contents of this document are given for purely indicative purposes and have no contractual value. This document does not constitute an offer, or an invitation to make an offer, from SG
to purchase or sell a product.

The financial instruments referred to in this document may not be eligible for sale in all jurisdictions and/or may be subject to certain investor qualification requirements in a number of
jurisdictions.

This document may include general investment recommendations issued by SG’s Research department which has set, in accordance with applicable regulation, effective administrative and
organizational arrangements, including information Chinese walls, to prevent and avoid conflicts of interest with respect to the investment recommendations contained in this document. SG’s
Research department publications supporting this document were issued on their stated publication date and may have already been acted upon by clients of SG.

SOCIETE GENERALE, AS AN INVESTMENT SERVICES PROVIDER, IS NOT SUBJECT TO ANY PROHIBITION ON DEALING IN THE PRODUCTS MENTIONED HEREIN BEFORE THE
DISSEMINATION OF THIS DOCUMENT.

Societe Generale Group entities, may from time to time (i) deal in, profit from the trading of, hold, or act as market-makers or as advisers, brokers or bankers in relation to, the products (or
derivatives thereof) of entities mentioned in this document or (ii) be represented on the board of such entities. Societe Generale Group employees, or individuals connected to them, may
from time to time have a position in or hold any of the products or related investments mentioned in this document. No Societe Generale Group entity is under any obligation to disclose or
take account of this document when advising or dealing with or for its clients.

The accuracy, completeness or relevance of the information which has been drawn from external sources is not guaranteed although it is drawn from sources reasonably believed to be
reliable. Subject to any applicable law, Société Generale shall not assume any liability in this respect. The market information displayed in this document is based on data at a given moment
and may change from time to time.

Clients should contact their salespersons to execute transactions with an SG Group entity authorised in their home jurisdiction, unless applicable law permits otherwise.
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IMPORTANT DISCLAIMER

NOTICE TO EUROPEAN INVESTORS:

THIS DOCUMENT IS FOR THE EXCLUSIVE USE OF INVESTORS ACTING FOR THEIR OWN ACCOUNT AND CATEGORIZED EITHER AS “ELIGIBLE COUNTERPARTIES” OR
“PROFESSIONAL CLIENTS” WITHIN THE MEANING OF MARKETS IN FINANCIAL INSTRUMENTS DIRECTIVE 2004/39/CE.

In accordance with the European Market in Financial Instruments Directive (“MiFID”) as implemented in the General Regulation of the French Autorité des Marchés Financiers, this document
should be treated as a marketing communication providing investment recommendations and should not be treated as a research report issued by Societe Generale’s Research department.
Nothing in this document should be construed as constituting investment advice or personal recommendation (within the meaning of the article 4 (4) of the MiFID) to any investor or its agent.
This document is issued in the U.K. by the London Branch of Societe Generale. Societe Generale is a French credit institution (bank) that is authorised and supervised by the European
Central Bank- (ECB) and the Autorité de Controle Prudentiel et de Résolution (ACPR) (the French Prudential Control and Resolution Authority) and regulated by the Autorité des Marchés
Financiers (the French financial markets regulator) (AMF). Societe Generale London Branch is authorised by the ECB, the ACPR and the Prudential Regulation Authority (PRA) and subject
to limited regulation by the Financial Conduct Authority (FCA) and the PRA. Details about the extent of our authorization, supervision and regulation by the above mentioned authorities are
available from us on request.

NOTICE TO U.S. INVESTORS:

This institutional sales material is distributed in the U.S. pursuant to SEC Rule 15a-6. Distribution is restricted to “Major U.S. Institutional investors” only (as defined in SEC Rule 15a-6). Any
Major U.S. Institutional Investor wishing to discuss this institutional sales material, or effect transactions in any security or financial instrument discussed herein should do so with or through
their salesperson at SG Americas Securities LLC (“SGAS”), a U.S. registered broker-dealer and futures commission merchant (FCM). SGAS is a member of FINRA, NYSE, NFA and SIPC
and its registered address is at 245 Park Avenue, New York, NY, 10167. (212)-278-6000. If you are a “U.S. person” (as defined by the U.S. Commodity Futures Trading Commission), please
visit http://swapdisclosure.sgcib.com for important information with respect to derivative products. By transacting with Societe Generale, you are deemed to acknowledge that you have read
and accepted the information provided on the website.

NOTICE TO CANADIAN INVESTORS:
This document is for information purposes only and is intended for use by Permitted Clients, as defined under National Instrument 31-103 (the “Act”). Use of this document by any other
person is prohibited. The information contained in this document is only directed to recipients who are aware that they are wholesale clients as defined under the Act.

Additional information is available upon request. This material should not be reproduced or redistributed without the specific consent of Societe Generale or its affiliates.

© Copyright 2016 Societe Generale and its affiliates. All rights reserved. www.sgcib.com
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