
FX Exchange for Physicals: 
The Great Potential of 
FX EFPs   



2

360T has a track record of helping corporate treasurers to enhance their FX 
trading which stretches back over 20 years, and during this time has 
integrated with all of the major technology providers being used by 
treasurers today. I
working 

The integration work done by 360T when onboarding corporate treasury 
users means that information is able to flow freely across their various 
Treasury Management Systems (TMS), Enterprise Resource Planning (ERP) 
systems, accounting systems, etc, into the FX platform and back again. 

The result is a full, 
amount 
significant 
greater 
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FX EFPs Explained: Understanding Their Growing Popularity  
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An FX EFP is a type of off-exchange transaction between a client and their bank that occurs outside the 
central limit order book (CLOB). 

The trade has two legs, consisting of the same currency pair in opposite directions: 

1. An over the counter (OTC) FX trade
2. An exchange-traded FX Futures trade

The OTC leg of an EFP is typically an FX Spot, although there is growing interest in using FX Forwards and 
FX Swaps, and this leg always remains bilateral. The FX Futures leg, conversely, is registered with, and 
centrally cleared, by an exchange. The basis between the two – the liquidity provider’s charge to cover the 
forward points plus any additional fee they wish to include – is agreed by the two parties prior to execution.

Due to its hybrid nature, clients benefit from both an existing OTC liquidity pool for initial execution and the 
advantages of centrally clearing the Futures leg of the transaction. 

By reducing counterparty and credit risk with the FX Futures leg of the trade, the result has an extra layer 
of security in terms of counterparty and asset protection, transparency from the use of an exchange listed 
product, and operational efficiency from the multilateral netting that clearing brings. Ultimately, EFPs are a 
win-win for banks and their clients. 

Using EFPs to clear their clients’ OTC FX exposure allows banks to manage 
their increasing regulatory costs that are driven up by SA-CCR and other 
regulation. The win for their clients is better pricing opportunities while 
interacting with OTC FX liquidity and platform providers – plus all the benefits 
that clearing can bring.

- David Holcombe, Head of Product, FX Futures and Clearing at 360T. 
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Two Common Ways Traders Use FX EFPs 
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Traders can either convert an existing OTC FX position into an FX Futures position, through a 
straightforward buy/sell transaction with their bank. This is known as Traditional EFP. Alternatively, 
they can tell their bank that they want to buy/sell FX Future contracts by using the OTC liquidity pool. 
This is known as an Immediately Offsetting EFP.

The Traditional EFP

For example, a client wants to sell his FX Spot position of $100 million EURUSD and use an EFP to roll 
that into a EURUSD Futures position for the next quarter, in order to simplify their subsequent rolls and 
remove their tie of this position against a specific bank.

In this traditional EFP, the buyer and seller will settle the OTC leg between themselves once the EFP 
has been registered. The FX Futures leg is cleared as part of the normal registration process. 

The basis (that is the forward points plus any charges from the bank) is agreed between the client and 
the bank as part of the EFP negotiation. 
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360T has a track record of helping corporate treasurers to enhance their FX 
trading which stretches back over 20 years, and during this time has 
integrated with all of the major technology providers being used by 
treasurers today. In addition, the company has extensive experience 
working with custom, in-house built technology systems.

The integration work done by 360T when onboarding corporate treasury 
users means that information is able to flow freely across their various 
Treasury Management Systems (TMS), Enterprise Resource Planning (ERP) 
systems, accounting systems, etc, into the FX platform and back again. 

The result is a full, end-to-end integrated workflow which reduces the 
amount of manual intervention required by treasury staff, delivering 
significant time savings to the treasury group whilst also affording them 
greater control and reducing the risk of avoidable errors.

360T  | FX Exchange for Physicals:  The Great Potential of FX EFPs  

Proposed Solution As no

ted her

e, in

tegr

ation is no

velso

feff

t 
binary 
and 
there 
ectivene
ss. O

ne 
nega

tive

cons

equ
enc
e of 
poo
r in

tegr

ation is tha

t it for

ces 

more manual and unnecess

easur
y sta

ff, 

andpot

entially o

ary w
ork on tr

ther finance 
departm

ents, 
such as

a
ccoucn

ting. 
It

an be varyi
ng 
le

als
omakesit har

der to access importan

t 
inf ormation, 

with a number 
o

f at tendeess

aying tha

t they

wouldlik

e tobe able t

o mov

e and 
anal
ys

e data mor

e
seam

l
essly 
acro
ss 
diff

eren

t technology s

ys tems.

Mult
ilat

eral ne

tting pr

ov ed to be a clear e

xample o

f how

sub-optimal 
in

tegr

ation be

tween FX
 

tr

adi
ng 
plat forms,

Tr easury 
M

anag
em

ent 
S

y

st ems ( T
M

S
) 

and 
accou
nting

sy st ems c

an c

aus

e head
ache
s for 
tr

easurers.

One 
treasur

er explained tha

t their 
T

M
S

 
stru
ggle
s

to r econ
cile 
the
trade
s s

ent t

o it by their e

xisting FX

trading pla

tf orm
w

hen 
they

’re multila

ter al, 
m

ea
ning

that the

y c an’t aut

omat

e thenet ting of 
thes

e trades.

As a cons

equence, 
the 
backo

ffic
e has 
to 
m

a
nua
lly

det

erm
ine 

w
hich funds 

should be
s

ent t

o w
hic

h bank
s.

S
i

m
il

arl
y, 
ano

ther 
at

tendee using the s

am
e 

F
X

 
plat

form

said that 
whil
e it giv

es 
the
m

 a 
net

ted summary o

ftrades,

this 
doe
sn’t 
the
n flo

w
 

automa

tic ally 
bac
k int

o their 

accounting s

ys tem
 

and ins

tead the

y hav

e to manually

pro

vid
e ins
tru
cti
onson 
w

h
er

e to s

end paymen

ts.

The Immediately Offsetting EFP

This is where the EFP is used to clear the result of an OTC activity (for example, an algo execution), 
into a Futures position. In this scenario, the client does not want or need an OTC position himself and 
believes the use of OTC liquidity will achieve a better execution rate than an outright buy/sell FX 
Futures trade from their bank.

For example, a client wants to use a bank’s OTC algo with target rate of today’s 4pm fix, to buy 1000 
EURUSD December futures. The client is not converting an existing OTC position, he is instead 
instructing the bank to buy a Futures Contract using an OTC fix rate at a specific time.

The bank’s algo would then build the $100 million OTC EURUSD position at the target rate into the 
client’s holding account. Then, at EOD (or whenever the OTC position is ready) the bank uses an EFP 
to buy that position from the client holding account into their house book, while at the same time 
selling the relevant futures position to the Client.

With the immediately offsetting EFP there is no OTC settlement between the bank and the client. The 
bank has sold the Client a futures position, which will be cleared as normal, and the bank’s internal 
booking buys the OTC position back from the client’s holding account before settlement instructions 
are generated.
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FX EFP Transactions With 360T 
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How it works 

1. The client selects their specific Futures contract/expiry 
and adds the rest of the EFP terms. 

2. They send this to the selected banks from their basket – 
placing them in pricing competition for the EFP.

3. Once the banks respond with the quote of their basis, 
the client accepts the winning bank’s price. This 
triggers the EFP execution.

4. Once the EFP transaction is completed, 360T 
automatically reports the details into the exchange for 
registration.

5. The clearing firms involved clear the trade and perform 
any subsequent give-ups or reallocations.

360T clients use the OTC price enquiry model (RFQ/RFS) for their EFPs.

The strength of the 360T offering is that in one venue, customers can view the 
quotes of all of their EFP market makers in competition.

– David Holcombe, Head of Product, FX Futures and Clearing at 360T.
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Clearing FX EFP On 360T 
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Clients use EFPs to benefit from OTC liquidity while optimising their 
portfolios from a capital, credit, and uncleared margin rules perspective. 
More and more clients are increasingly relying on EFPs when moving from 
uncleared to cleared FX products.

– Tobias Rank, Head of FX Product Sales at Eurex. 

Unless clients are self-clearing, they need to use a clearing broker for their access to the exchange. 
The clearing broker provides mapping details that 360T uses to route EFP trades for clearing.

EFP trading relationships are managed in the same way as with other OTC FX products in 360T – each 
client has their own basket of banks. If a new client-bank relationship needs to be mapped, the process 
is simple. The client would first request access to the bank they wish to face. Once the bank completes 
their side of the setup, and it is confirmed on 360T, the new mapping is established.

A Note About Credit 

Since the Futures leg of the EFP is always cleared, its execution requires no bilateral credit or 
settlement relationship between the client and the bank.

For a Traditional EFP, where there is an OTC settlement required between client and bank, bilateral 
credit is required.

For an Immediately Offsetting EFP, there is no OTC settlement between the client and the bank. Only 
limited bilateral credit is used while the OTC position is built, which is then bought back from the client’s 
account as part of the EFP registration. This is why banks won’t demand a full credit relationship 
against clients.
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The Benefits of Using EFPs with 360T 
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360T is one of the only FX venues where you can put your banks in competition for EFP 
transactions. 

Clients can trade EFPs with banks simply by entering into a give up agreement. They can add 
new trade counterparties within days for even more efficiency.

360T supports both types of FX EFPs: traditional EFPs with an OTC leg settlement obligation, 
and Immediately Offsetting EFP.

While the OTC leg of the trade is bilateral, 360T provides full Straight Through Processing (STP) 
into the exchange for reporting and futures leg execution and clearing.

Using built-to-clear FX Futures products helps enhance the collateral and margin efficiencies 
offered by central clearing.

•
Firms can trade FX Futures in the exchange orderbook with all-to-all firm liquidity where 
everyone faces the same price, or off-exchange where they agree price and terms bilaterally 
with their liquidity providers

A zero-development 360T tool allows banks to offer bilateral FX Futures to their clients, and 
360T APIs will offer routes for both clients and banks to use EFP to clear their OTC outright and 
FX Swap business.
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The Global FX Marketplace
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360T is far more than an award-winning multi-bank, multi-asset trading platform for OTC and listed 
financial instruments. As Deutsche Börse Group’s global FX unit, the company offers services across 
the entire trading workflow of FX to satisfy the needs of Corporate Treasurers, Institutional Asset 
Managers and Hedge Funds as well as Banks. Beyond optimising execution, 360T allows clients to 
directly reduce their operational costs and risks in all parts of the trading life cycle while enhancing 
compliance and transparency at the same time.
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