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HOW TO INVEST IN OIL MARKETS
INTRODUCTION
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Source: Reuters (LCOc1), as of: March 23, 2020  

Please note that past performance do not allow any inferences to be made about future performances.

In the course of the failed negotiations between Russia and Saudi Arabia on a reduction in crude oil production 
(OPEC+), the commodity markets suffered from a spectacular price drop in crude oil prices in March 2020. 
Further uncertainties on the demand side caused by the impacts of the COVID-19 crisis have added to additional 
sales pressure. For many investors the current price drop represents an entry opportunity to benefit from future 
increases of the oil price. 

Investments in oil require some further understanding. As such the structured products team of Raiffeisen Centrobank 
has prepared a guideline on the following pages as to what investors have to be made aware of.
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As physical trading in crude oil is mainly done by large oil trading companies 
and refineries, private investors revert to certificates based on crude oil. 
Certificates on crude oil use as underlying the oil price future contract that 
is traded on the futures market. 

Why is this: To offer certificates on oil, the issuing bank needs to be able 
to trade the underlying for hedging purposes. Banks have no storage 
capacities for physical oil, hence cannot offer products on the physical 
commodity. Thus, the solution is to trade oil on the futures markets where 
various financial instruments are traded with different delivery dates.

All oil investments (e.g. certificates, funds, ETCs) always have a futures 
contract as underlying instrument. 

HOW TO INVEST IN OIL MARKETS
INTRODUCTION
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Spot market: commodity against cash

 
Oil traders, refineries and other market participants 

have sufficient storage capacities to trade oil  
physically on the spot market 

Futures: contractual agreement

 
When using oil investment instruments, the oil price is 

only reflected by means of futures contracts. In a futures 
contract, the parties agree to purchase or sell oil at a 
future delivery date. Futures contracts are traded on 

commodity exchanges. 

At the end of the futures's term, its price  
is equivalent to the spot price.

HOW TO INVEST IN OIL MARKETS
SPOT MARKET AND FUTURES MARKET
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FUTURES  
BASICS

As mentioned before, oil investments use futures contracts to reflect the oil 
price. These contracts have different terms and are traded on commodity 
exchanges, as for example the "Intercontinental Exchange" (abbrev, ICE) . 
The price of the future depends on the term of the contract. Storage costs, 
financing costs, insurance costs, geopolitical prospects and expectations 
of market participants impact futures prices – depending on the term of the 
contract – to a different extent. 
 
The various futures instruments with different maturities make up the so-
called "futures curve", a series of futures prices with different terms plotted 
together.
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FUTURES CURVES
CONTANGO AND BACKWARDATION

CONTANGO ... 
... indicates that the futures contract expiring at 
a later point in time is more expensive than the 
one expiring earlier.

Reason: storage costs, financing costs, market 
expectation

BACKWARDATION ... 
... is the market condition wherein the price of  
a futures contract with a later maturity date is 
lower than the price of the contract expiring 
earlier.

Reason: market expects falling prices 

Contango-
futures curve

Backwardation-
futures curve

Pr
ice

Futures as per maturity

Pr
ice

Futures as per maturity
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FUTURES CURVES
MARKET OVERVIEW: CONTANGO AND BACKWARDATION 

In the past months investors saw shifting curves on the oil market. 

In the middle of September 2019, the oil futures market curve was still in a backwardation situation 
in the case of considering futures contracts who were expiring over the next 3 years (the market was 
therefore already anticipating falling crude oil prices). More precisely this meant that delivery con-
tracts with a delivery date within 2022, for example, was cheaper than futures contracts with shorter 
residual maturities (i.e. 2020 or 2021).

With the fall in crude oil prices, the situation has changed dramatically within the first few months 
of 2020 in regard of the futures curve. At the end of March 2020, the market trades again in a 
pronounced contango situation. This means that the longer-dated delivery futures contracts are now 
significantly more expensive than the short-dated delivery contracts.
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THE FUTURES MARKET 
BRENT CRUDE OIL

Source: Bloomberg, as of: March 24, 2020

March 2020: 
market in  
contango

September 2019: 
market in  
backwardation





September 2019 about USD 62 

December 2024 about USD 58

December 2024 about USD 49

 March 2020 about USD 26

Please note that past performance do not allow any inferences to be made about future performances.
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HOW TO INVEST IN OIL MARKETS
RCB INVESTMENT OPPORTUNITIES

Investors can participate in the performance of the oil markets in different ways that depend on va-
rious factors:

 Ò Investors need to choose between whether they are willing to take market risk,  prefer a partial 
protection or wish to take a leveraged risk investment.

 Ò Investors need to understand the futures market and the impact on their certificate when futures 
contracts are rolled over.

 Ò For most products, a market opinion about the future development of the Euro/USD exchange rate 
is also necessary ...
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THE OIL MARKET
IMPACT OF THE EXCHANGE RATE

IMPACT OF THE EXCHANGE RATE
A "stronger USD" has a positive impact on the certificate.
A "weaker USD" has a negative impact on the certificate.

= $
CertificatesOil

 
 

USD 5   Certificate 5
USD 6   Certificate 6

 
 = $/€/PLN...
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INVESTING INTO OIL
THE RIGHT PRODUCT FOR EVERY INVESTOR

INVESTMENT PRODUCT LEVERAGE PRODUCTS

CAPITAL PROTECTION PARTIAL PROTECTION 1:1 PARTICIPATION LEVERAGE WITHOUT 
KNOCK-OUT

LEVERAGE WITH 
KNOCK-OUT

Guarantee Certificates Bonus Certificates
Index/ Participation  

Certificates

Factor Certificates &  
Warrants

Turbo Certificates

open-end / 
limited in term

with safety bufferOil Shares Bond
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INDEX AND PARTICIPATION CERTIFICATES  
OPEN-END INVESTMENTS 

Index and Participation Certificates enable investors to participate 1:1 in the performance of the 
underlying, e.g. with the RCB Index Certificate with the following ISIN: AT0000A2EFA7. 

RCB offers Participation Certificates on Brent, one of the two most traded oil sorts. The future with 
the shortest maturity (Front Month Future) serves as underlying of the certificate.
 
Prior to expiration, the future needs to be rolled over into the future maturing next to avoid physical 
delivery of the underlying. When investing into Participation Certificates, roll over effects need to 
be taken into account. 
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THE FUTURE MARKET
THE ROLLING PROCESS EXPLAINED
EXPIRING FUTURES CONTRACT NEXT DUE DATE FUTURES CONTRACT

…the contract is rolled over prior to the expiration 
date to avoid physical delivery of oil. 

…the contract with the next due date is purchased. In 
case this contract is more expensive than the one that 
expires, the investor gets "less"of the contract. The 
subscription ratio decreases. 

$ 30 $ 33

The investors obtains 
$ 30 for the expiring 
contract.

For $ 30 the investor obtains 
only 0.90 of the contract with 
the next due date as it is  
priced at $ 33.

ROLL OVER+ +
– –
+
–

$ 30

1 FUTURE
+
–

0.90 FUTURE

$ 30
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Summary:
As is the case with all oil investment instruments, participation certificates always refer to the futures 
market. In order to prevent physical delivery of oil, futures are rolled over on a monthly basis prior 
to maturity into futures contracts with a longer term. 

To prevent a leap in the price of the certificate through the roll over, the subscription ratio is  
adjusted. The subscription ratio indicates the amount of futures the certificate relates to. It changes 
with the roll over into the next future.

On the following page you will find a fictive example showing the price development of a certificate on the 
crude oil future (Brent) near the rolling date. The Bloomberg closing prices of the crude oil futures as well as of 
EUR/USD at the respective days are used for the calculation. The rolling from May contract into June contract is 
in the example based on the closing price of March 03, 2020.

ROLL OVER
BASICS

price expiring future 
price next future

new subscription ratio: x old subscription ratio
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THE FUTURE MARKET
EXAMPLE ROLL OVER AND ADJUSTMENT OF SUBSCRIPTION RATIO

Date Underlying Front-Month Future Subscription ratio  EUR/USD exchange rate Theoretical value
March 18, 2020 May 20 USD 24.88 1  1.0915 EUR 22.79
March 19, 2020 May 20  USD 28.47  1  1.0692 EUR 26.63*
 

Brent Crude Oil  Name Expiry Close Date Closing price
Expiring future  Brent Crude May 2020 March 31, 2020 March 19, 2020  USD 28.47 
Next future  Brent Crude June 2020 April 30, 2020 March 19, 2020 USD 30.30 
    Quotient 0.939604 
                    (May Future / June Future)
March 19, 2020 June 20 USD 30.30 0.939604 1.0692 EUR 26.63*
March 20, 2020 June 20  USD 29.00  0.939604 1.0688 EUR 25.49
March 23, 2020 June 20  USD 29.29  0.939604 1.0726 EUR 25.66

price expiring future 
price next future 

new subscription ratio x old subscription rate

* The roll over has NO impact on the value of the certificate! 28.47

30.30
0.939604   = x 1 (old subscription rate)
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ROLL OVER
FUTURE CURVE & SUBSCRIPTION RATIO AT THE DATE OF ROLL OVER

Between the roll overs investors  
participate 1:1 in the future with the 
shortest tenor to maturity. In case the 
future moves sideways between the roll 
overs, the certificate will not post an 
increase.

The certificate will not record a price 
change as the increase is cushioned 
by an adjustment of the subscription 
ratio. Thus, the investor will neither  
generate profit nor loss.
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ROLL OVER IN PRACTICE   
CONCLUSION

Raiffeisen Centrobank rolls over futures contracts serving as underlyings for 
oil certificates usually one week prior to expiry of the future with the shor-
test maturity into the future with the next expiry date.

This evades possible market disruptions at the expiry date.

In practice, investors can only make a profit with a certificate based on 
futures if the oil price rises even more strongly in a contango situation (or 
decreases more slowly in the case of backwardation) than the prices on the 
commodity futures market and thus the estimation of active investors there 
would suggest.
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DISCLAIMER 

Non-Binding Advertisement / No investment advice / No tax advice / No Offer
This presentation is a non-binding advertisement, the information and financial data contained therein are provided purely as non-binding information. 
This advertisement constitutes neither investment advice nor a recommendation nor an invitation to sell or purchase any financial instrument. The information 
contained in this advertisement is generic and no consideration is given to the personal financial, legal or fiscal circumstances of potential investors. The 
information contained in this advertisement therefore substitutes neither the necessary individual investment advice for the purchase or sale of investments 
nor shall any investment decision be taken on the basis of this advertisement. It does not constitute investment advice. This document is explicitly not meant to 
contain any statement regarding the suitability or appropriateness of the financial instruments presented herein. This advertisement has not been prepared 
in accordance with legal requirements designed to promote the independence of investment research and is not subject to the prohibition on dealing ahead 
of the dissemination of investment research. The information presented does not constitute binding tax advice. Tax treatment of investments is dependent 
on the personal situation of the investor and may be subject to change. As regards tax treatment and impact on the investor‘s individual tax situation, the 
investor is advised to consult with a tax advisor. This report is based on the knowledge the persons preparing the document have obtained up to the date 
of creation. Please note that the legal situation may change due to legislative amendments, tax directives, opinions of financial authorities, jurisdiction etc. 
 
Market-Risk: The value of the index/participation certificate is based on the value of the respective underlying. Unfavourable developments  of the 
price of the underlying may therefore result in price fluctuations of the index/participation certificate. This may result in a substantial loss – including up 
to a total loss - of the invested capital (“market-risk”). Dividends and similar claims arising out of the respective underlying of an index/participation-
certificate will be taken into consideration depending on the exact calculation of the index (based on price or performance) and will therefore not be 
distributed. 

Base Prospectus/Key Information Document: The complete information for all financial instruments described in this advertisement as well as the 
sole legal basis for potential transactions in one of the described financial instruments is the Base Prospectus (including any possible supplements) 
which has been approved by the Austrian Financial Market Authority (FMA) in connection with the corresponding Final Terms of the described  
financial instruments. The approved Base Prospectus (including any possible supplements) and the respective Final Terms have been deposited at the  
Oesterreichische Kontrollbank AG as the notification office. The approval of the Base Prospectus should not be construed as an endorsement of the 
financial instrument described herein by the FMA. You are about to purchase a product that is not easy and difficult to understand. We recommend 
reading the prospectus before making an investment decision. Additional information on the financial instruments described herein may also be  
obtained from the respective key information documents (KIDs) that are available for download free of charge on the website of Raiffeisen Centrobank 
AG (www.rcb.at) by entering the International Securities Identification Number (ISIN) of the respective financial instrument. 
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DISCLAIMER 

Intellectual Property
The contents of this presentation are the exclusive copyright of Raiffeisen Centrobank AG. Any reproductions, even partially, require the prior consent 
of Raiffeisen Centrobank AG.

Intellectual property rights of the respective licence holders
All data pertaining to indices which are all used under license by the issuer presented in this marketing communication are the intellectual property and 
the registered trademarks of the respective Licensors. Any financial instruments based on an index mentioned in this marketing communication are in 
no way sponsored, endorsed, sold or promoted by the Licensors and none of the Licensors shall have any liability with respect thereto.
        
The Euro STOXX 50® index, which is used under license, is the intellectual property (including registered trademarks) of STOXX Limited, Zurich, Switzer-
land (“STOXX”), Deutsche Börse Group or its licensors. The financial instruments based on the Index are neither sponsored nor promoted, distributed 
or in any other manner supported by STOXX, Deutsche Börse Group or their licensors, research partners or data providers and STOXX, Deutsche Börse 
Group and their licensors, research partners or data providers do not give any warranty, and exclude any liability (whether in negligence or otherwise) 
with respect thereto generally or specifically in relation to any errors, omissions or interruptions in the Euro STOXX 50® or its data. Further detailed 
information on this matter may also be found in the Base Prospectus at “Underlying Specific Disclaimer”. 

Standard & Poor's, S&P and its trademarks are the intellectual property, which is used under license, of S&P Dow Jones Indices LLC, a subsidiary of 
McGraw-Hill Companies, Inc. and/or its licensors (“Licensors”). It is not possible to invest directly into an index. The financial instruments based on the 
index are in no way sponsored, endorsed, sold or promoted by Standard & Poor’s and its Licensors and none of the Licensors shall have any liability 
with respect thereto.

Past performance – no reliable indicator for future results: The past performance of the financial instruments presented therein is no reliable indicator 
for future results.
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DISCLAIMER 

Currency risk/opportunity
Financial instruments denominated in a currency which is not the official currency of the country of residence of the possible investors (e.g. denominated 
in USD) expose the investor to a supplementary currency risk, which may influence the performance of these financial instruments in a negative as well 
as in a positive manner

Non-Binding Information/Liability excluded
Raiffeisen Centrobank AG will not assume any liability in relation to this advertisement, in particular regarding the correctness, appropriateness and com-
pleteness of this advertisement’s content. Certificates are risky instruments of wealth investment. Should the price of the respective underlying instrument 
of a certificate develop adversely, an investor may lose part or all of his or her invested capital. Certificates react more strongly or weakly to changes of 
the price of the underlying instrument depending on a number of factors (e.g. volatility or correlation of the underlying instruments, interest, dividends, 
remaining term, changes in foreign exchange rates) and do not move simultaneously with the underlying.
Under certain circumstances the issuer is authorized to redeem the certificates prior to the agreed repayment date. 

Persons residing outside of Austria – no place of residence in the USA 
This marketing presentation is explicitly not aimed at any person who is subject to a jurisdiction prohibiting the publication of or access to this presentation 
(due to the nationality of the person concerned, due to such person’s place of residence or due to any other reason). Persons who are subject to such 
restrictions are explicitly barred from accessing this presentation. This prohibition is especially aimed at any person residing in the USA. Any participant 
in this presentation explicitly confirms not to be residing in the USA.

Issuer-Risk/Bail-in
certificates are not covered by the deposit insurance scheme. The certificate holder is exposed to the risk that the issuer might be unable to fulfil its obli-
gations in respect of the certificate, such as in the event of insolvency (Issuer-Risk) or as the result of intervention by public authorities (“Bail-in”). In such 
cases there is the risk of a total loss of the invested capital. All payment during the life-time of the certificate or at the expiry date of the certificate are 
conditional upon the ability of the issuer to effect such a payment (Issuer-Risk). Such risk is referred to as "issuer risk" or "credit risk". In addition, the 
Austrian Act on Recovery and Resolution ("BASAG") applies which governs procedures to resolve and recover banks. Holders of certificates might be 
affected by such supervisory measures ("bail-in") as regards their claims. In all types of certificates a loss of the total or substantial part of the capital 
invested is possible.
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Investors are exposed to the risk that Raiffeisen Centrobank AG as the issuer is unable to fulfill its obligations under the financial instruments described 
herein – such as due to insolvency (inability to pay/over-indebtedness) or due to possible order from public authorities. Such orders by the public autho-
rities may also be imposed prior to the initiation of insolvency proceedings. The public authorities are vested with a vast authority to effect  the investors’ 
rights (so-called “Bail-In Instruments”). The public authorities may reduce the rights of the investors in the financial instruments to zero, may impose a 
premature termination/cancellation of the financial instruments or may convert the investor’s rights into equity stock of the issuer or may suspend the 
rights of the investors. More detailed information are available at http://www.rcb.at/basag. A total loss of invested capital is possible. 

Raiffeisen Centrobank AG is subject to the supervision of the Austrian Financial Market Authority (FMA), Austrian National Bank, as well as to the su-
pervision of the European Central Bank within the Single Supervisory Mechanism (Single Supervisory Mechanism, SSM, Regulation Nr. 1024/2013 of 
the European Council). 

Imprint according to the Austrian Media Act: Media Owner and Publisher is 
Raiffeisen Centrobank AG, Tegetthoffstraße 1, 1010 Vienna/Austria. 

As of: April 2020.
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