


Optimising money market investments with foreign currency and gold

The most important thing when investing assets is to
spread risk across a number of different asset classes.
Currencies are gaining in importance precisely in this
context because their value does not move in lockstep with
other asset classes such as stocks or bonds. Currency in-
vestment vehicles like Voncash thus offer an excellent way
to diversify your portfolio. Voncash opens up interesting
alternatives to a money-market deposit and additionally
gives you the possibility of earning a higher yield.

What is Voncash?

Voncash is a structured product that combines a currency
option (FX option) with a money-market deposit. Voncash
is a return-optimising product without capital protection
that is customised to your specifications and needs and is
traded over the counter. Voncash terms to maturity are
generally short, ranging from two weeks to a maximum
of one year.

How does Voncash work?

As an investor with the Swiss franc as your reference
currency, you currently have the possibility of investing in
ten different foreign currencies (see page 7 to view all of
the available currency pairs). If your market expectation
proves correct, at maturity you receive your invested
capital plus the interest yield in the investment currency
that you selected at the outset. However, if your market
expectation proves incorrect, you receive the redemption
payment in the alternative currency converted at the
predetermined conversion rate (strike price). The interest
yield is likewise paid out in the alternative currency.

Two examples using different investment currencies are
presented on the following pages.

Voncash on the precious metal gold

The investment universe of Voncash was recently expanded.
Investors can now combine currency or precious metal
options (i.e. gold) with a money market investment. With
the alternative currency gold or XAU, you can achieve a
yield above the current interest rate level. In so doing, you
bear the risk of drawing gold or XAU as the reserve cur-
rency. In this way, you achieve «gold interest». Assuming
that the gold price rises with falling markets (gold being

a safe haven), your portfolio is protected. The requirement
for this is an XAU gold account (similar to a traditional
foreign currency account) with Bank Vontobel.

In the following, you will see four examples with several
investment currencies.

Page 3-4 Voncash investments with
foreign currency
Page 5-6 Voncash on the precious metal gold
Page 7 Product features at a glance
Page 8 Glossary




Voncash on currencies: The Swiss Franc investor

Example: The Swiss franc investor

One-month Voncash USD/CHF

Investment amount: CHF 100’000

You would like to make an investment in Swiss francs
and are of the opinion that the USD/CHF exchange rate
will not drop, i.e. you expect that the US dollar will not
weaken against the Swiss franc. You therefore decide to
invest CHF 100’000 in a USD/CHF Voncash.

Starting point

Max. Voncash yield in CHF

(one month) 13.45% p.a.
Comparable yield on 1-month o

CHF money-market deposit 0.05% p.a.

Voncash strike price CHF 1.0023
(100% of spot rate) per 1 USD

Your market expectation proves correct (redemption in CHF)

Your market expectation proves incorrect (redemption in USD)

Voncash payout scenario (investment currency: CHF)

CHF 102'000

Scenario 2

CHF 101'000

Upon maturity of the Voncash instrument, the following

two scenarios are possible:

— If the USD/CHF exchange rate lies above the strike
price of CHF 1.0023 per 1 USD, you receive the initial
investment amount plus the accrued yield of 13.45% p.a.
paid out in Swiss francs, i.e. you receive CHF 101'121.

— If the USD/CHF exchange rate lies at or below the
strike price of CHF 1.0023 per 1 USD, you receive the
redemption paid back in USD. The redemption total
equals the initial CHF investment amount plus the accrued
yield of 13.45% p.a. converted at the strike price of
CHF 1.0023 per 1 USD. In this case the redemption
total thus amounts to USD 100889 ((100'000 + yield
of 13.45% p.a.)/1.0023).

Thanks to the attractive interest yield of 13.45% p.a.,
the US dollar would have to fall to around 0.9912 before
you earned less with the Voncash than you would with

a money-market deposit yielding 0.05% p.a., as the
diagram below shows.
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Voncash on currencies: The US-Dollar investor

Example: The US dollar investor

One-month Voncash USD/CHF

Investment amount: CHF 100’000

You would like to make an investment in US dollars and
are of the opinion that the USD/CHF exchange rate

will not rise, i.e. you expect that the US dollar will not
appreciate against the Swiss franc. You therefore decide to
invest USD 100’000 in a USD/CHF Voncash.

Starting point

Max. Voncash yield in CHF

(one month) 13.42% p.a.
Comparable yield on 1-month o

CHF money-market deposit 0.35% p.a.
Voncash strike price CHF 1.0025
(100% of spot rate) per 1 USD

Your market expectation proves correct (redemption in USD)

Your market expectation proves incorrect (redemption in CHF)

Voncash payout scenario (investment currency: USD)

USD 102'000

Scenario 1

USD 101'000

Upon maturity of the Voncash instrument, the following

two scenarios are possible:

— If the USD/CHF exchange rate lies below the strike
price of CHF 1.0025 per 1 USD, you receive the initial
investment amount plus the accrued yield of 13.42% p.a.
paid out in US dollars, i.e. you receive USD 101'119.

— If the USD/CHF exchange rate lies at or above the
strike price of CHF 1.0025 per 1 USD, you receive the
redemption paid back in CHF. The redemption total
equals the initial USD investment amount plus the accrued
yield of 13.42% p.a. converted at the strike price of
CHF 1.0025 per 1 USD. In this case the redemption
total thus amounts to CHF 101'372 ((100'000 + yield
of 13.42% p.a.)* 1.0025).

In this example as well, you enjoy generous leeway thanks
to the high interest yield: the US dollar can climb to around
1.0134 before a money-market deposit will have turned
out to be more profitable. As the diagram below shows,
the US dollar would have to climb to 1.0137 before the
redemption payout on your investment fell below 100%.
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Voncash on precious metal gold: The Gold investor

Example: The US dollar investor

One-month Voncash XAU/USD

Investment amount: CHF 100’000

You would like to make an investment in US dollars and
are of the opinion that the XAU/USD exchange rate

will not rise, i.e. you expect that the US dollar will not
appreciate against the Swiss franc. You therefore decide to
invest USD 100’000 in a XAU/USD Voncash.

Starting point (100% of spot rate)

Max. Voncash yield in CHF

o,
(one month) 21.6509% p.a.

Comparable yield on 1-month

o,
CHF money-market deposit 0.35% p-a.
Voncash strike price UsSD 1'413.73
(100% of spot rate) per 1 XAU

Your market expectation proves correct (redemption in USD)

Upon maturity of the Voncash instrument, the following

two scenarios are possible:

— If the XAU/USD exchange rate lies above the strike price
of USD 1'413.73 per 1 XAU, you receive the initial invest-
ment amount plus the accrued yield of 21.6509% p.a.
paid out in US dollars, i.e. you receive USD 101'985.

— If the XAU/USD exchange rate lies at or below the strike
price of USD 1'413.73 per 1 XAU, you receive the
redemption paid back in CHF. The redemption total
equals the initial USD investment amount plus the
accrued yield of 21.6509% p.a. converted at the strike
price of USD 1'413.73 per 1 XAU. In this case the red-
emption total thus amounts to XAU 72.139 ((100'000 +
yield of 21.6509% p.a.)* 1'413.73).

The XAU/USD exchange rate may fall below 1'386.60,
as shown below.

Thanks to the interest rate of 21.65% p.a., you are
better served up to this level than with a USD money
market investment at an interest rate of 0.35% p.a.
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Voncash on precious metal gold: The Gold investor

Example: The US dollar investor

One-month Voncash XAU/USD

Investment amount: CHF 100’000

You would like to make an investment in US dollars and
are of the opinion that the XAU/USD exchange rate

will not rise, i.e. you expect that the US dollar will not
appreciate against the Swiss franc. You therefore decide to
invest USD 100’000 in a XAU/USD Voncash.

Starting point (97 % of spot rate)

Max. Voncash yield in CHF

(one month) 8.3662% p.a.

Comparable yield on 1-month

CHF money-market deposit 0.35% p-a.

Voncash strike price
(97 % of spot rate)

USD 1'371.00 per
1 XAU

Your market expectation proves correct (redemption in USD)

Upon maturity of the Voncash instrument, the following

two scenarios are possible:

— If the XAU/USD exchange rate lies above the strike price
of USD 1'371.00 per 1 XAU, you receive the initial invest-
ment amount plus the accrued yield of 8.3662% p.a.
paid out in US dollars, i.e. you receive USD 101'985.

— If the XAU/USD exchange rate lies at or below the strike
price of USD 1'371.00 per 1 XAU, you receive the
redemption paid back in CHF. The redemption total
equals the initial USD investment amount plus the
accrued yield of 8.3662% p.a. converted at the strike
price of USD 1'371.00 per 1 XAU. In this case the red-
emption total thus amounts to XAU 73.499 ((100'000 +
yield of 8.3662% p.a.)* 1'371.00).

The XAU/USD exchange rate may fall below 1'361.12,
as shown below.

Thanks to the interest rate of 8.3662% p.a., you are
better served up to this level than with a USD money
market investment at an interest rate of 0.35% p.a.

Investment amount + yield in USD
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Opportunities and risks at a glance

Voncash: Benefits and risks

Product features at a glance

— Higher interest can be achieved than with a

direct money market investment

— Ideal for diversifying your portfolio

Particularly for Voncash on currencies:
— Short terms: from 2 weeks to 1 year
— Tailor-made solutions from as low as

CHF 50’000 (or equivalent)
- No federal withholding tax

Particularly for Voncash on the precious metal gold:

— Short terms: from 1 week to 1 year
- Tailor-made solutions from as low as
CHF 100000 (or equivalent)

— The requirement for this is an XAU gold
account (similar to a traditional foreign
currency account) with Bank Vontobel

— No income tax, securities transfer tax

or withholding tax

Risks

— As a result of interest, the investment risk is smaller
than with a direct investment in a currency or in the
precious metal gold

— Voncash provides no protection against losses

- You run the risk that repayment will be made in the
alternative currency

- You run the risk that repayment will be made in XAU

Alternative
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Glossary

Alternative currency

The investment currency is counterposed against the
alternative currency to measure the currency performance.
With an investment in an at-the-money Voncash, you are
betting that the alternative currency will not depreciate
against the investment currency. If your market expectation
proves incorrect, the redemption is paid out in the alterna-
tive currency. In special cases gold is used as an alternative
currency, i.e. if the gold price is below the strike price, the
investor is paid in gold (XAU).

Investment currency

The currency in a currency pair in which the product is
denominated and traded. With an investment in an at-
the-money Voncash, you are betting that the investment
currency will not appreciate. If your market expectation
proves correct, the redemption is paid out in the invest-
ment currency.

At the money

For structured products, «at the money» means that the
strike price of the product is the same as the spot price of
the underlying.

Legal notice

Currency pairs

The majority of currency pairs — such as USD/CHF or EUR/
CHF, for example — are quoted directly («price quotation»).
This means that the value of the foreign currency unit is
expressed in the home currency, e.g. 1 USD per CHF 1.02,
or 1 EUR per CHF 1.30. Other currency pairs like EUR/USD
are quoted indirectly («quantity quotation»). Here the value
of the home currency unit is expressed in the foreign curren-
cy, e.g. 1 EUR per USD 1.28. The first currency is called the
base currency and the second is referred to as the foreign
currency. In selecting the base currency for each of the main
currency pairs, the market adheres to an established hierar-
chy. The euro is used as the base currency in every currency
pair, followed by the currencies of the former Common-
wealth countries (e.g. GBP or AUD) and then the US dollar:
thus EUR/GBP, GBP/USD or AUD/CHF, for example. The
same applies to the XAU/USD exchange rate. 1 XAU is
denominated in USD, e.g. 1 XUA corresponds to USD 1'410.

XAU
XAU is an international currency code for gold. 1 XAU
refers to 1 ounce of gold.

This publication contains periodically updated, complementary information and details on derivative financial products and is intended solely for informational purposes. It does
not constitute an investment recommendation or investment advice, and it is not a substitute for the qualified advice, especially relating to the associated risks, that is indispen-
sable prior to entering into any derivative transaction. Past performance may not be construed as an indicator or guarantee of future performance. The applicable conditions are
solely those fully described and set forth in the respective prospectuses, which can be obtained free of charge from Bank Vontobel AG, Financial Products, CH-8022 Zurich, at
tel. no. +41(0)58 283 78 88. We additionally refer you to the brochure «Special Risks in Securities Trading», which you can order from us. Structured products are not consi-
dered collective investment vehicles as defined by the Swiss Federal Act on Collective Investment Schemes (KAG) and are therefore not subject to the regulations of the KAG
or the supervision of the Swiss Financial Market Supervisory Authority (FINMA). The value of structured products may depend not just on the performance of the underlying
asset, but also on the solvency of the issuer. The investor is exposed to the risk of default by the issuer/guarantor. This publication and the financial products cited herein are not
intended for persons subject to jurisdictions that restrict or prohibit the distribution of these financial products or the distribution of this publication and the information which

it contains. No liability is assumed for the information contained herein. December 2010
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