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Agricultural Swap
Start date: 5th October 2021
Next review due: 30th July 2022
Review period: At least every 24 months 
from the start date of this Target Market 
Determination

What is a Target Market Determination?

A Target Market Determination (TMD) describes the
cohort of customers that the product is targeted at 
(the Target Market) and any conditions around how
the product is distributed to customers (the
Distribution Conditions).

It also describes the events or circumstances where
we are required to review the Target Market 
Determination for a financial product (the Review
Triggers).

Why does CommBank need to have Target 
Market Determinations?

We’re required to have Target Market
Determinations under law. The purpose of the law
is to make sure customers are at the centre of our 
approach when designing and distributing our
financial products.

This document is not a substitute for the product’s 
terms and conditions or other disclosure documents. 
When making a decision about this product,
customers must refer to the relevant Product 
Disclosure Statement (PDS), Terms and Conditions 
or other disclosure documents.



Target Market

Objectives, Financial Situation and Needs of the Target Market

This product is targeted at all customers (including retail customers) who: 

• Need to enter into a transaction that is exposed to agricultural commodity prices at a 
certain time in the future; and need to manage the risk of adverse movements in the 
prices relating to that future agricultural commodity transaction; 

• Have the objective of achieving certainty over the future price of the agricultural 
commodity involved in their future transaction. 

Examples of customers may include: 

• Producers of agricultural commodities (such as grain, cotton or sugar) who wish to 
sell their agricultural commodity in the future and are seeking to protect against 
falling commodity prices; 

• Consumers of agricultural commodities (such as dairy farmers) who wish to 
purchase their agricultural commodity in the future (e.g. cattle feed) and are seeking 
to protect against rising commodity prices; or 

• Other customers who have exposure to agricultural commodity price movements. 

The target market for this product is those customers who qualify to be relationship 
managed by CBA Regional and Agribusiness Banking who are likely to be in a financial 
situation, due to the business they operate, where they would have a need for this 
product. In addition, each customer needs to demonstrate they have the financial 
capacity to settle the obligations relating to an Agricultural Swap transaction, or 
combination of transactions, up to a certain size (as determined by CBA’s credit limit 
approval process). 

Eligibility Criteria for the Product

Customers will need to satisfy certain eligibility criteria, including that customers must:

• Be relationship managed by CBA Regional and Agribusiness Banking;  
• Be able to demonstrate an understanding of what happens at expiry if the 

commodity reference price is above or below the Agricultural Swap fixed price; and 
what happens if the commodity reference price is different to the commodity price 
at which you will buy or sell your physical commodity in the market;  

• Have an executed Derivatives Master Agreement with CBA; and 
• Have an approved credit limit in accordance with CBA’s credit limit approval process; 

demonstrating they have the financial capacity to settle Agricultural Swap 
transactions up to a certain limit. 
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Target Market continued

Customers who are outside the target market of this product are: 

• Customers who do not have a future dated exposure to agricultural commodity 
prices; and 

• Customers who wish to benefit from movements in agricultural commodity prices 
that may be beneficial to them when compared to the Agricultural Swap fixed price. 

Key Features of the Product

• Over-The-Counter (OTC) product where key terms are agreed on a transaction by 
transaction basis (amount, commodity type, settlement date and Agricultural Swap 
fixed price).  

• An agreement that fixes the price a customer receives or pays for a nominated 
quantity of an agricultural commodity (e.g. grain, cotton or sugar) on a future 
settlement date. This is achieved by the customer agreeing to swap a floating price 
for a fixed price for a nominated quantity of the underlying agricultural commodity 
on the future settlement date. 

• Customer is unable to benefit from a possible agricultural commodity price at the 
settlement date that is more favourable to them than the Agricultural Swap fixed 
price. 

• The price used to determine the outcome of the Agricultural Swap transaction on 
the exercise date is a commodity reference price that may be different to the 
underlying commodity price the customer is hedging. As a result, the customer may 
not have a perfect hedge. 

• Provides the ability to terminate the transaction prior to settlement. The customer 
will be required to settle a close out amount (which may require the customer to pay 
CBA, or CBA to pay the customer, depending on the prevailing commodity reference 
price). 

• There are no upfront fees or charges for entering into the product. 
• The agreed Agricultural Swap fixed price will include amounts for CBA’s costs and 

profit margin.

Why the product is likely to be consistent with the likely objectives, financial 
situation, and needs of the target market

• Customers who are likely to have a future dated exposure to agricultural commodity 
prices and a need to manage this exposure are most likely to be relationship 
managed in CBA’s Regional and Agribusiness Banking division;  
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Target Market continued
Why the product is likely to be consistent with the likely objectives, financial 
situation, and needs of the target market

• It is likely that as part of managing this exposure they have the objective of achieving 
certainty over future agricultural commodity prices. This product is designed to 
provide the ability for customers to achieve this price certainty when they have a 
future obligation to buy or sell an agricultural commodity (or are otherwise exposed 
to agricultural commodity prices), provides the flexibility to tailor key terms to suit 
their individual circumstances and to terminate the transaction early if the 
customer’s circumstances change; and 

• The product is likely to be consistent with the financial situation of the target market 
as each customer is subject to CBA’s internal credit approval process prior to being 
permitted to execute an Agricultural Swap transaction. 

Distribution Conditions
The distribution of this product is subject to the following conditions and 
restrictions

• Available for execution only supported by general advice (no personal advice 
provided);  

• No third party distribution;  
• All CBA internal staff interfacing with potential customers must be appropriately 

trained and accredited;  
• All marketing material must be approved in accordance with CBA internal policy;  
• Customers must be provided with a Financial Services Guide together with the 

Agricultural Swaps Product Disclosure Statement; and 
• The product can only be offered and/or issued to retail customers in accordance 

with CBA’s product and process requirements. 

CBA views that these distribution conditions are appropriate and are of a nature that it 
is likely that the product will be distributed to the target market given that:

• There is no third party distribution. All distribution is controlled by CBA subject to 
CBA’s internal controls; and 

• All distribution is through a dedicated Commodity Sales team who validate that: 
• The product is consistent with the customer's needs, objectives and financial 

situation;  
• The customer understands the product features, including benefits and risks;  

o All eligibility terms of the TMD are satisfied; and 
o Training and documented procedures are in place outlining all responsibilities of 

teams involved in interfacing with the customer and ensuring the product 
meets the customer’s objectives, needs and financial situation and that they 
understand product outcomes. 
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Review Triggers

Upon the occurrence of any of the below review triggers, the TMD may no longer 
be considered appropriate and a review of this TMD must be undertaken by CBA

• A significant number of complaints received from customers who acquired the 
product, which relate to the customer’s purchase or use of the product and which 
shows that the TMD may no longer be appropriate for the product. 

• A material incident or significant number of incidents, which relate to the customer’s 
purchase or use of the product and which shows that the TMD may no longer be 
appropriate for the product. 

• A significant dealing of this product to customers who are outside the Target 
Market. 

• The receipt of a product intervention power order from ASIC requiring CBA to 
immediately cease retail product distribution conduct in respect of the product. 

• The material alteration of the product or product terms and conditions, which would 
cause the TMD to no longer be appropriate for the product. 

• Any other event or circumstance that CBA views would materially change a factor 
taken into account in making the TMD. 

Product Issuer: Commonwealth Bank of Australia ABN 48 123 123 124 AFSL and
Australian credit licence 234945 5
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