
 
 

 

‘Knock Out’ is a leveraged trading product which has a market move that is large enough to make the product 

worthless. Once this happens, the product ceases trading and is delisted. 

Short Answer 

The chances of a Short & Leverage (S&L) ETP being ‘knocked out’ and becoming worthless are remote and would 

need extreme daily volatility, such as a 33.3% move in a single day (including overnight moves).  

Long Answer 

S&L ETPs rebalance daily. Theoretically, a Short & Leverage (S&L) ETP will knock out and become worthless if the 

underlying asset that is being tracked has price movements that are so extreme in a single day that the ETP’s 

movement exceeds the total value of the ETP. S&L ETPs tend to track assets and benchmarks that are very liquid 

where a daily move above 33.3% would be extremely rare1. To date, the biggest daily movement (price between 

relevant market open and close) in any asset underlying a Boost ETP was less than a 15%. However past 

performance may not be an accurate indicator of future performance. 

The daily rebalancing structure is unique to S&L ETPs vs other leveraged products and protects the S&L ETP from 

knocking out over periods longer than one day. As S&L ETPs are rebased on a daily basis then the price movement 

impact would be isolated to that day. For example a 3x leverage factor ETP would need a daily move of 33.3% of the 

underlying price to knock out. However if the same ETP moved 20% on one day (60% if 3x leverage) and then 20% 

every day thereafter, this would still not knock out the product. Despite the ETP price moving towards zero very 

quickly, it would not get to zero. For example, if an S&L ETP was worth $10 on the opening of day 1, and the 

underlying investment fell by 20% (x3 leverage), the S&L ETP would be worth $4 at the end of the day. If the 

underlying fell another 20% (x3 leverage) on day 2, the S&L ETP would be worth $1.60 and so on.  

Crude Oil (WTI) Example 

In the three months preceding 20 January 2015, crude oil fell approximately 43% (see chart below). A leveraged 

position which wasn’t rebalanced daily would have been completely knocked out with a -129% return. Compare this to 

the Boost WTI Oil 3x Leverage Daily ETP (3OIL) which fell ‘just’ 83% due to the daily rebalancing mechanism.  

 

 

 
 
 
 
 
 

 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

  

 
 

 
Source: Bloomberg 

 

What could cause my S&L ETP to  

‘knock out’ and become worthless?  



Intra Day Crash Protection 

It is important to note that volatility is real time and not restricted to the point between the start and the end of the day. 

Therefore there can be a price move that is greater during the day than the daily move. Boost S&L ETPs also have an 

intra-day crash protection mechanism which comes into play in extreme intra-day price moves and will rebalance the 

product if needed. The aim of that mechanism is to mitigate the possibility of a large intraday move ‘knocking out’ the 

product. Each Boost S&L ETP has a designated limit, normally a 15-20% move in the unlevered value of the 

underlying investment which forces the ETP to rebalance intra-day (as well as at the end of the day). This helps to 

cushion significant falls in the ETP price and to prevent the ETP from ‘knocking out’. It will also mean that price rises 

will also be softened following the rebalance.  

A low S&L ETP Price doesn’t make it more or less likely to ‘knock out’  

The ETP price doesn’t make a S&L ETP any more or less likely to knock out i.e a low price ETP isn’t any more likely 

to knock out than a higher priced ETP – the probability of such an event remains exactly the same whether the ETP 

was priced at $0.01 per ETP, or $10,000 per ETP. For instance a 3x leverage ETP priced at $100 that has a market 

move of 2% will reduce by 6%, i.e. move to $94, while the same ETP priced at $10 also falls by exactly 6%, i.e. move 

to $9.40. The price of an ETP could fall to fractions of cents (in EUR or USD) or pence (GBP) without being knocked 

out. Stock Exchanges usually allow trading to several decimal points.  

If an ETP price falls to a very low price or rises to a very high price over time the Issuer of the ETP can consider a 

consolidation or a sub division of the shares of the ETP. This is not necessary for the ETP to continue trading and 

does not affect the value of an investor’s holding, but is potentially an action that could be taken to bring prices in line 

with what some investors might see as the ‘normal level’. There is no reason that a very low price or a very high price 

would lead to the Issuer of the ETP delisting a product.  Other S&L ETP providers have used this technique of sub-

divisions and consolidations for their products, but this has not yet happened to any Boost ETPs.  

 

1 For example, over the 26 years from 1/1/1990 to 1/1/2016 Natural Gas front-month futures, which are historically the most volatile assets 
underlying a Boost ETP, have only had 3 days w here they moved greater than 30% in one day. 

 

 

 

This document has been provided by WisdomTree Europe Ltd which is an appointed representative of Mirabella Advisers LLP 
which is authorised and regulated by the Financial Conduct Authority. This marketing information is intended for professional  

clients only. Boost ETPs are suitable for financially sophisticated investors who wish to take a short term view on the under lying 
indices and can understand the risks of investing in products offering daily leveraged or daily short exposures.  The products 
discussed in this document are issued by Boost Issuer plc (the “Issuer”) under a Prospectus approved by the Central Bank of 
Ireland as having been drawn up in accordance with the Directive 2003/71/EC. The Prospectus has been passported to various 

European jurisdictions including the UK, Italy and Germany and is available on the websites of the Central Bank of Ireland an d 
the Issuer. Please read the Prospectus before you invest in any Exchange Traded Products (“ETPs”). Neither the Issuer nor 
WisdomTree Europe Ltd is acting for you in any way in relation to the investment to which this document relates, or providing  
investment advice to you. Any decision to invest should be based on the information contained in the Prospectus and after 

seeking independent investment, tax and legal advice. The Share may not be available in your market or suitable for you. This  
document does not constitute investment advice nor an offer for sale nor a solicitation of an offer to buy Shares. This document 
should not be used as the basis for any investment decision. The value of an investment in ETPs may go down as well as up and 

past performance is not a reliable indicator of future performance. An investment in ETPs is dependent on the performance of 
the underlying index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 
including among others, general market risks relating to the relevant underlying index, credit risks on the provider of index 
swaps util ised in the ETP, exchange rate risks, interest rate risks, inflationary risks, l iquidity risks and legal and regula tory risks. 

ETPs offering daily leveraged or daily short exposures (“Leveraged ETPs”) are products which feature specific risks that 
prospective investors should understand before investing in them. Higher volatil ity of the underlying indices and holding per iods 
longer than a day may have an adverse impact on the performance of Leveraged ETPs. As such, Leveraged ETPs are intended for 
financially sophisticated investors who wish to take a short term view on the underlying indices and understand such risks. As a 

consequence, WisdomTree Europe Ltd is not promoting or marketing Boost ETPs to retail  clients. Investors should refer to the 
section entitled "Risk Factors" and “Economic Overview of the ETP Securities” in the Prospectus for further details of these and 
other risks associated with an investment in Leveraged ETPs and consult their financial advisors as needed. Neither WisdomTree 

Europe Ltd. nor the Issuer has assessed the suitability of any Leveraged ETPs for investors other than the relevant Authorised 
Participants. This marketing information is derived from information generally available to the public from sources believed to 
be reliable although WisdomTree Europe Ltd does not warrant the accuracy or completeness of such information. All  registered 
trademarks referred to herein have been licensed for use. None of the products discussed above are sponsored, endorsed, sold 

or promoted by any registered trademark owner and such owners make no representation or warranty regarding the 
advisability on dealing in any of the ETPs. 
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