
The InvesTor’s guIde To CerTIfICaTes
Financial instruments for diversifying investment opportunities



The time of  
maximum pessimism  

is the best time  
to buy  

and the time  
of maximum optimism  

is the best time  
to sell.

John TempleTon 



3InvestIng RomanIa

For an investor, identifying solutions 
and acting for portfolio diversifica-
tion represents a main and constant 
priority for reducing market risk. 
Therefore, the investor may look for 
adding to his portfolio, from risk-
management considerations, other 
complex financial instruments such 
as certificates. 

Certificates are hybrid financial 
instruments that are similar to secu-
rities. Issuer of the certificate has an 
obligation (‘debt’) towards the holder 
of the instrument and  
it includes a derivative component 
modifying the instrument’s profile 
and return. Certificates are based 
on underlying assets, which can 
be a reference to another financial 
instrument (for example shares, an 
index or exchange rate, interest rate, 
commodity, basket or a combination 
of these instruments or securities).  
The price of the certificate will there-
fore be closely linked to the develop-
ment of the instrument or asset to 
which it relates. 

Typically certificates are financial 
instruments issued by financial insti-
tutions such as banks, intermediaries 
or other types of investment firms.

Note:  
This feature makes the instrument bear the 
credit risk of the issuer (entering default).

Specific for this financial instrument 
is that the issuer can issue the same 
type of certificate (or a different one) 
continuously.  
Nevertheless, it has to be done 
within the limits and according to 
the provisions of the prospectus and 
any other supplementary document 
approved by the Financial Supervi-
sory Authority (ASF) or any other EU 
financial authority. Prospectus as 
well as the supplementary materials 
on different types of certificates and 
individual issues are all available on 
the BVB website. 

CertifiCates Overview  

Primary market 

Secondary market

Certificates are complex instruments given that they present many common 
features with the derivatives:
•   Certificates replace standard cash flows applicable to bonds  

(e.g. coupons and principal repayment at maturity) with non-standard 
flows (‘derivatives’) that are established in relation to the evolution  
of the price or value of the underlying asset;

•   Cash flows depend on the performance of the underlying asset;
•   Certificates may have additional features such as leverage or protection 

of invested capital that change the dynamics of the value of the instru-
ment compared to the value of the underlying asset.
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Certificates are financial instru-
ments that are distinguished by  
the following features:
•   Combine complex strategies, or 

various underlying assets; they 
are appreciated because of their 
capability to provide different 
investment risk profiles;  

•   Offer a way of diversifying portfo-
lio. Certificates can be created on 
any underlying asset, including 
assets that are usually inacces-
sible to retail investors, such as 
commodities, currencies, indices 
etc.;

•   Provide flexibility in denomina-
tion of the instrument: even with 
a small investment, certificate 
holder has the underlying expo-
sure. Denomination is facilitated 
by ’proportion’ or ’rate’, element 
that allows access to similar ex-
posure to an underlying investor 
but with a reduced investment;

For example: 
In case of a certificate on the daX index 
that has a level of eur 5.853 with the 
proportion of 0.01 (1:100), the certificate 
is worth eur 58.53, without taking into ac-
count other costs of the issuer or changes 
in the exchange rate.

•   Depending on the risk profile, 
investor can opt for varying 
degrees of protection on the 
invested amounts;

•   Have potential of providing 
higher returns than the returns of 
traditional savings instruments 
available to retail investors such 
as bank deposits or bonds;

•   Investors can benefit from both 
the increase and the decrease in 
the market according to the trad-
ing strategies and expectations;

Advantages brought by Certificates
•   There are no margin requirements; in case of certificates, the margin is 

not supplemented when the position held records a loss due to unfavor-
able evolution of the price of an underlying asset (as it is  
done in case of derivatives);

•   Investors know the methodology behind determining the price and the 
market value of the certificate as they have a real-time access to BVB 
trading and performance monitoring instruments;

•   Are traded and settled in the same manner as securities (like shares and 
bonds) unlike derivatives, which are traded on the margin. 

Attention!  
•   Risk associated with certificates varies depending on the type of certificate,  

the issue and the issuer. It can result in a total loss of the invested capital. 
•   Although the methodology used for determining the price of a certificate might be 

 identical for all the issuers of the certificates, the price of a certificate varies from  
issuer to issuer, depending mainly on the strategy adopted and the costs of financing  
and hedging that the issuer has incurred due to the issuing.

Diversification: 
There are three types of certificates available on the market. They have 
different features offering different investment risk profiles. Diversification 
is also supported on the level of issuers: ERSTE BANK Group AG, RAIF-
FEISEN CENTROBANK AG and SSIF Broker. 

Liquidity:
The listed certificates benefit on the services of liquidity providers, regis-
tered with BVB. They maintain the quotes for buying and selling based on 
the requirements established by BVB regarding the minimum volume and 
maximum spread between buying and selling price. Investors can therefore 
benefit from the possibility of executing transactions for buy or sell dur-
ing the trading session. Nevertheless, investors may encounter situations 
when the liquidity provider may not be able to provide prices during the 
trading session due to technical malfunctions or other situations. In such 
cases BVB will disseminate public notification received from the provider.

Transparency:
BVB publishes, on a monthly basis,  information on performance of the 
liquidity services. More information about applicable procedures for ser-
vices and individual performance on each of the trading programs can be 
found here.
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Investing Certificates  
(index certificates)   
They follow the evolution of an 
underlying on a ‘one-to-one’ basis. 
These instruments are designed for 
investors seeking medium to long 
term investment, with an invest-
ment risk being equal to the market 
risk (for cases when reporting 
is only on the underlying asset). 
Therefore, this tool allows the 
investor to have an exposure to the 
underlying asset without making 
a direct investment in the market, 
considering that the performance 
of the certificate evolves in the 
same direction as the underlying 
asset.
Main characteristics of  
index certificates:
•   Among the investors, they are the 

simplest and the most popular type 
of certificates due to their simple 
structure as well as transparency 
with regards to how they work;

•   Investors benefit directly from the 
development of the underlying as-
set, in a manner similar to a direct 
investment in the underlying asset 
thus being an effective method of 
managing portfolio risk;

•   They may have a fixed or indefi-
nite (open-end) maturity.

Examples of index certificates on 
underlying assets available for trad-
ing on BVB are: 
•   commodities (gold, oil)
•   indices (DAX, S&P500, ROTX, 

EUROSTOXX50)
•   investment funds

types Of CertifiCates  
traded ON tHe BuCHarest  
stOCk exCHaNge 

Capital Protection Certificates  
They are addressed to investors who are looking for investment opportuni-
ties with increased levels of safety.  

Important aspects of the Capital Protection Certificates:
•   They are recognized as one of the safest investments in certificates as 

depending on the parameters established by the issuer, they have a par-
tial or total capital protection component;

•   They offer low risk with regards to the loss of the initial investment 
(within limits known at the time of the investment) provided that the 
position is kept until the maturity of the certificate;

•   They are designed especially for investors with low risk tolerance or even 
risk aversion, who want to expose their investment to a medium or long 
term period and want to protect it within the similar timeframe and also 
anticipate a positive price / level of the underlying asset until the certifi-
cate’s maturity. In case of adverse developments of the underlying the 
maximum loss, reported at the face value of the certificate, is limited by 
parameters established in the relevant documents;

•   The potential income is correlated to the evolution of the underlying as-
set and it also depends on the default level of participation (the level of 
exposure to the performance of the underlying asset);

•   At maturity, the investor receives an amount equal to at least the level 
of protection of the share. The investor should be aware that the capital 
protection is applied to the face value of the certificate, not to the pur-
chase price;

•   Capital protection only works at the time of maturity of the certificate 
hence any decision to liquidate the position is subject to market risk;

•   Price fluctuates depending on certain parameters, such as price and 
volatility of the underlying asset, funding and hedging costs incurred  
by the issuer for the issuance of the certificate

Examples of underlying assets for capital protection certificates available 
for trading at BVB are:  
•   international shares

On BVB markets, the following certificate categories are available for trading : 
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TURBO Certificates  
They are used by investors not 
reluctant to risk that, on the other 
hand, seek opportunities with high 
return potential.

Main characteristics of  
TURBO Certificates:
•   They are instruments with high 

leverage, suitable for investors 
with high risk profile, that have 
active trading strategy as well as 
vision regarding the future direc-
tion of the underlying market;

•   They enable investors to benefit 
from market fluctuations in both 
direction (increase and decrease) 
through turbo long and turbo 
short certificates;

•   They are used mainly by experi-
enced investors who are active 
on the stock exchange markets 
and who have a high speculative 
profile and are looking for short-
term investment opportunities;

•   Because of the leverage, TURBO 
certificates entail risk higher than 
the market risk therefore inves-
tors can lose the entire amount of 
money invested.

Among other specifications for this instruments,  
it must be taken into consideration also the following:
•   TURBO certificates are characterized by a ‘strike price’ and a ‘barrier’  

(or knock-out price) and usually have a fixed maturity. In order to diver-
sify the range of issues, the same type of certificate based on the same 
underlying asset might have different strike prices and barriers so that 
the investors get more opportunities to win;

•   There is an unlimited growth potential to the value of the certificates. 
The loss is limited by imposing a barrier that is usually determined as 
following:

 a) in case of turbo long certificates => certificate barrier is lower 
than the current price of the underlying asset;
 b) in case of turbo short certificates => certificate barrier is higher 
than the current price of the underlying asset.

•   The leverage effect is given by the mathematic formula for determining 
the certificate’s value, and estimating the investment value is taking into 
account the respective ratio. Therefore, because of the leverage effect, 
the underlying’s movements will influence proportionally the certificate’s 
value. In this way, the instrument can be used in order to obtain a higher 
return than the return registered by the underlying, when the market 
moves favorable to the investor (bullish for turbo long, bearish for turbo 
short). 

Attention! 
Because of the leverage, there is a risk of registering higher losses also, compared to those 
recorded by the underlying asset in case the underlying price moves unfavorably.

•   In case the barrier (the knock-out price) is reached, trading of the 
instrument will be ceased. It will be followed by an early redemption of 
the certificates by the issuer at the redemption price or the level of the 
communicated residual value;

•   Barrier represents a level of the underlying asset (share, index commod-
ity etc.) established by the issuer which, if achieved, can determine early 
withdrawal from trading.

Attention! 
When reaching the barrier, there is a possibility of losing the entire amount invested in 
given instrument. In case of TurBo certificates, the maximum loss is equal to the invest-
ment made.

Examples of underlying assets for TURBO certificates  
available for trading on BVB are:  
•   shares (Romanian and international);
•   commodities (gold and oil); 
•   indices (DAX, DJIA, EUROSTOXX50)



Final remarks
To access trading certificates, investors should consult their authorized 
intermediaries (financial investment companies, credit institutions) who 
act as market participants for the BVB operated market. The complete list 
of intermediaries is available on the BVB website, in the ‘Intermediaries’ 
section. 
The role of Bucharest Stock Exchange for the Certificates market is to 
facilitate the match of supply and demand as well as the conclusion of 
transactions between buyers and sellers by the market participants. 
Transactions are recorded and processed in order to carry out clearing and 
settlement by the specialized institution – the Central Depository – in the 
same manner as any other securities.

 
In order to gain better understanding of particularities behind the operations of certificates 
as well as risks associated with trading of such instruments, it is recommended that you 
read adequate documentation on each of the issuers as well as on specific types of certifi-
cates (prospectus and other incorporated materials).
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For further information, please contact us at: ir@bvb.ro 
Follow Bucharest Stock Exchange market by downloading the new app available for smartphones, free of charge, in google Play and apple store


