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SWAP MECHANISMS AND THEIR USE IN MARGIN LENDING 

TRANSACTIONS 

 

In the course of studying the regulatory framework of the derivatives market, it 

was revealed that the national legislation does not clearly distinguish between the 

concepts that characterize certain types of derivative financial instruments, namely, 

SWAP transactions and REPO transactions. In particular, according to the Resolution 

of the National Bank of 29.12.2007 No. 414, a SWAP is a derivative instrument, which 

is a contract that allows its parties to temporarily exchange some assets or liabilities 

for other assets or liabilities [1].  

The Instruction on the procedure for refinancing by the National Bank of the 

Republic of Belarus of banks of the Republic of Belarus in the form of SWAP 

transactions, approved by Resolution No. 76 of the Board of the National Bank of the 

Republic of Belarus dated 08.02.2013, regulates the procedure for refinancing by the 

National Bank of the Republic of Belarus (hereinafter referred to as the National Bank) 

of banks of the Republic of Belarus (hereinafter referred to as banks) in the form of 

SWAP transactions, including relations arising from their implementation. completion 

and execution.  



32 
 

For the purposes of these Instructions, a SWAP transaction is understood as the 

purchase by the National Bank of foreign currency from a bank for Belarusian rubles 

(direct transaction) with the obligation to sell foreign currency for Belarusian rubles 

after the period specified by the parties to the transaction (reverse transaction). At the 

same time, the amount of foreign currency does not change [2]. 

The scope of application of this financial instrument in foreign practice is quite wide. 

A swap contract is an agreement between the parties aimed at exchanging 

monetary payments based on various interest rates, prices or exchange quotations 

calculated on the basis of the monetary amount specified in the contract [3]. Despite 

some similarities with non-deliverable forward contracts, swap contracts are a separate 

class of derivative financial instruments. Payments on swaps (similar in nature to 

variation margins) are calculated as the difference between floating and fixed interest 

rates, but there is no actual transfer of the principal amount. 

 

Figure 1. Currency and interest rate SWAP transaction structure 

Source: in-house development based on specialized literature. 
 

In step one, you give the swap counterparty the dollars that you received from the 

financing bank, and you receive another currency from the counterparty, for example, 

euros, which you can use for further needs of the organization.  

1 2 3 
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In the second step, you pay interest in euros for the duration of the term in 

exchange for dollar interest paid by the swap counterparty. And further dollar interest 

is directed to the financing bank. 

In the third step, you give the face value of the loan taken in euros, the counterparty 

receives the face value of the loan in dollars, and you pay off your lender. 

The purpose of entering into a contract is to change the currency of the obligation 

with its effective use. 

Let's analyze a margin financing transaction using a currency-interest rate swap 

made by BPS-Sberbank in 2021. 

 

 

Rice. 2. Structure of the debt refinancing transaction by means of margin 

lending and currency and interest rate swap. 

Source: in-house development based on specialized literature. 

 

The transaction was carried out according to the needs of the client, namely: a 

European SPV company. It has an outstanding debt of EUR at the rate of X million. in 

another bank, secured by the security of shares in a European public company. 

The essence of the transaction is to refinance debt in another bank using a margin 

loan and a currencyand interestго rate swap: 

OTHER BANK 

SBERBANK 

Сlient 

3 

Repayment of 

debt EUR X 

million 

1 

Transfer of 

shares and 

collateral, 

signing of 

documentatio

n. 

2 
Financing 

BYN Y 

million. 

2 
SWAP 

settlements 
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1. At the first stage, when the documentation is fully signed, the client transfers the 

shares to the bank's depository and mortgages them, that is, the bank has received 

collateral. 

2. After receiving financial security in shares, the bank finances the client in BYN. 

2. The client sends the money received from the bank back as part of the currency-

interest rate swap transaction, and the bank, in turn, sends the client EUR currency in 

response to the client's payment EUR. 

3.The client pays off debts at another bank. The client's debt has been refinanced. 

After the transaction: the client attracted financing to pay off the debt in another 

bank. The Bank received an increased loan portfolio of EUR X million. 

Swap contracts are used by banks, companies, and governments to reduce the 

cost of financing, obtain funds in the desired currencies, and protect against interest 

rate and exchange rate risks. 

Interest rate swaps exchange flows of interest payments calculated at different 

interest rates against a specified notional denomination of the transaction. Contracts 

are concluded for periods ranging from a few days to dozens of years. 

Currency and interest rate swaps combine the features of interest rate and currency 

contracts. This means that (as in interest rate swaps) there is a periodic exchange of 

payments calculated on the basis of different interest rates, and the contract 

denominations and interest payments are expressed in different currencies. 

Thus, the currency-interest rate swap is a relatively simple and profitable tool for 

solving financial issues by various companies and financial institutions. 
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ФІНАНСОВА БЕЗПЕКА УКРАЇНИ В СИСТЕМІ  

СТАЛОГО РОЗВИТКУ ЕКОНОМІКИ В УМОВАХ ВІЙНИ 

 

Внутрішні загрози, глобалізаційні виклики зумовлюють необхідність 

розв’язання важливої науково-прикладної проблеми забезпечення національної, 

зокрема, фінансової безпеки України. Новим викликом для економічної безпеки 

України стала широкомасштабна війна Росії проти України, яка розпочалася 24 

лютого 2022 року. З збільшенням масштабів та тривалості загарбницьких 

військових дій виникає все більша низка загроз, пов’язаних із забезпеченням 

фінансової безпеки держави. Країна зазнає великих втрат у вигляді людських 

жертв, матеріальних та фінансових збитків, руйнування довкілля та загрози 

екологічної катастрофи. Головною передумовою дотримання фінансової безпеки 

держави наразі є забезпечення військової безпеки країни, зміцнення могутності 

Збройних Сил України. Сьогодні економіка України, як і фінансова система, 

трансформується та адаптується до умов війни.  

https://www.nbrb.by/legislation/documents/swap_depo-2013.pdf

