ALMIS Hedge Effectiveness Testing

ALMIS has mark to market capabilities for a broad range of instruments, particularly
those associated with retail and wholesale banking. Functionality to download and
create yield curves
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Example: Fixed Mortgage

ALMIS can calculate the fair value of individual fixed mortgages by calculating the
difference in discounted cash flow (DCF) at the fixed rate and the DCF at the implied
forward rate.

The system can use the mortgage term to calculate a repayment (amortisation) profile.
This can significantly improve the reliability of the fair value calculation.



ed Product Report (Fixed Rate Mortgages) - [Example (GBP)] - IEI|5|
|AS Producty Repricing Accounting Existing e Change Present /;‘
CODE Transaction Date Balance DCF DCF Walue —
NONE 200440263583/2 01/08/2003 287 968 36,207 30,380 5,826 283,794
NONE 320441518561 01/0%/2003 28,583 3,700 3115 585 29,168
NONE 310810445041 01/04/2005 61,243 11,861 10,107 1,854 63,087
NONE 913141860582 01/06/2005 238,417 38,355 32,302 6,054 245,471
NONE 902341620001 014072005 95,531 16,424 13,812 2,512 98,043
NONE 912041834281 01252002 125,818 12,458 10,186 2,270 125,088
NONE 802341618061 01/08/2003 1,852,510 240,319 202211 38,108 1,690,618
NONE MO3562411 ZRI0TI2002 47 828 3,654 2,961 693 48,222
NONE MO401077 02/08/2002 83,030 6,703 5,442 1,262 34,292
NONE 104020221 06/08/2002 49,111 3,963 3217 746 49,857
NONE 04028071 12/08/2002 55,427 4788 3,895 503 60,330
NONE MO400898M1 13/08/2002 50,508 4078 3,310 768 51,276
NONE MO405180M1 241082002 55,650 4,453 3,647 o485
NONE M04008231 26/08/2002 64,594 5215 4,234 982
NONE MO4047931 2710812002 44,701 3,569 2,886 673
NONE M0401190/ 2710812002 123,897 10,004 8,121 1,883
NONE M0356280M1 31082002 42,354 3402 2762 541 ;I
k| ]
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The system offers a drill down to access fair value calculations per transaction,
highlighting the monthly amortisation. In this example the mortgage has a book value of
£287,968 and an interest balance of £302,198.

The calculation will work off a mid market curve, with the ability to apply a credit spread
separately for each mortgage product type.

| Fixed Product Report (Fixed Rate Mortgages[NONE]) - [Example (GBP)] | —1olx]
Feriod 30044026393,/2 -l
Days Existing | Existing Spot Disc Existing Forward | Forward r
Walug Rate Cashflow Fate Rate DCF Cashflow DCF Change
0 302,158 5.3400 0 3.7500 1.000000 0 0 0
1 302,158 5.3400 42 3.784163 0.995393 44 31 13
3 300,712 5.3400 1,320 3.958071 0.996709 1,315 a74 342
] 300,712 5.3400 1,232 0.993748 1224 3 03 807 T
g0 257,720 5.3400 1,350 62  0.990480 1,337|  4.158228 1,042 286
120 295,215 5.3400 1,300 4008299 0.887T162 1,283  4.267859 1,028 258
151 284,703 5.3400 1,337| 4082640  0.383660 1,315  4.378523 1,078 237
181 293,184 5.3400 1,287 4115253  0.880200 1,261 4.285028 1,012 249
212 291,658 5.3400 1,323| 4138485  0.87ET17 1,282|  4.320867 1,045 247
243 280,128 5.3400 1316 4182773 087313 1,281 4.357428 1,047 233
273 288,587 5.3400 1,267 4185341 0.959738 1,228  4.412028 1,015 213
304 287,041 5.3400 1,302| 4208676|  0.966247 1,258|  4.458648 1,051 207
334 285,489 5.3400 1,253 4231273  0.962788 1,206  4.504250 1,018 189
365 283,929 5.3400 1,288 4254153  0.959184 1,235 4.351020 1,008 226
396 282,363 5.3400 1,281 4.262560 1,224 437801 1,003 220
424 280,790 5.3400 1,150 4270164  0.952587 1,086  4.382535 801 194
455 279,210 5.3400 1,266| 4278592  0.949114 1,202 4.410349 993 209
485 277,623 5.3400 1,218| 4286757  0.845753 1,152|  4.428518 855 197
516 276,028 5.3400 1,252| 4295200  0.842280 1,180|  4.443785 982 198
546 274,429 5.3400 1,204| 4303376 0.938918 1,131 4.458955 945 186
577 272,821 5.3400 1,237 4311830 0.935444 1157| 4477222 70 187
508 271,208 5.3400 1,230 4320287  0.831970 1,145|  4.484215 965 182
538 269,584 5.3400 1,183| 4328475  0.328608 1,088  4.510387 928 171
669 267,955 5.3400 1,215| 4336939 0825135 1124|  4.527855 953 171
599 266,318 5.3400 1,168 4345132 0821774 1,077|  4.543826 917 161
730 264,675 5.3400 1,200 4353868 0.918296 1,102  4.784572 934 18
781 263,024 5.3400 1,183 437083 0.914672 1,081 4798254 980 11
789 261,366 5.3400 1,071 4385772  0.911380 9T6|  4.826962 882 94
820 259,701 5.3400 1,178 4402536 0.807748 1,088  4.8821T1 974 95
250 258,028 5.2400 1,132 4418760 0.904210 1,024 4.894132 539 6
881 256,349 5.2400 1,163 4.435525 0900348 1,047 4.928261 966 &1
a1 254,661 5.2400 1,118 4.451730 0.896992 1,003 4.960224 931 71
942 252,967 5.2400 1,147 4.488517 0893310 1,025 4.994335 1,073 959 66
973 0 0.0000 0 4.485284 0.889618 0 S.027947 0 0 0
|
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Example: Swaps

Summary reports for a swap portfolio showing the fair value, priced off a market yield
curve.

air Value Swap - [Eample 2 (GBP}]
Froduct Expiry Marninal
Fefarence Description Date Walue
SW 0109 Interest swaps 03/08/2002 1,000,000
SW 0043 Interest swaps 01/07/2003 &,000,000
SW 0060 Interest swaps 01/08/2001 10,000,000
SW 0061 Interest swaps 01/02/2001 10,000,000
SW 0062 Interest swaps 03/07/2001 5,000,000 89,129
SW 0063 Interest swaps 01/06/2002 10,000,000
SW 0064 Interest swaps 01/06/2002 5,000,000
SW 0065 Interest swaps 01/08/2002 5,000,000
SW 0066 Interest swaps 01/06/2002 5,000,000
SW 0067 Interest swaps 01042002 10,000,000
SW 0068 Interest swaps 011042002 10,000,000
SW 0065 Interest swaps 01042002 5,000,000
SW 0070 Interest swaps 01/04/2003 10,000,000
SW 0071 Interest swaps 01/04/2003 10,000,000
SW 0072 Interest swaps ZTi0Zz002 3,000,000
SW 0073 Interest swaps 14/06/2001 10,000,000
SW 0074 Interest swaps 01/032001 10,000,000
SW 0075 Interest swaps 14/06/2001 5,000,000
SW 007E Interest swaps 1406/2001 10,000,000
SW 0077 Interest swaps 01/03/2001 5,000,000 -
SW 0078 Interest swaps 30/03/2004 5,000,000 103,707
SW 0079 Interest swaps 01/07/2003 10,000,000 189,489
52
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The system can provide detailed reports showing the fair value calculations for each
swap.

r Value Swap - [Eample 2 (GBP)] l ‘ I‘\I | 1Ol x|
Product Cashflow| Receipt |Receipt |Receipt| Receipt Payment  [Payment(Payment| Payment et Spot  |Discount Fair =
MName Date Frinc Val Fate | Term | CashFlow | Frinc'al Fate | Term | CashFlow | Cashflow Fate Fate Walue —
SW 0109 05/11/2001 1,000,000)  7.2000 83 18,345 1,000,000|  £.0000 83 15,288 3,057 42216) 08885 3,025
04/02/2002 1,000,000 72000 91 17,851 1,000,000 44364 Ell 11,066 6,685 42603 0.8782 6,742
02/08/2002 1,000,000 7.2000 88 17,359 1,000,000 43988 a8 10,598 6,761 42772 0.9693 6,553
03/08/2002 1,000,000|  7.2000 92 18,148 1,000,000| 44452 92 11,204 6944| 42982 09589 6,659
23,647 22,979
SW 0043 01/01/2001 &,000,000 59804 1 1,308 8,000,000 7.2100 1 1,580 3.7626 0.9999
02/04/2001 8,000,000| 3.8575 81 78,933 8,000,000| 7.2100 81 143,808 39550  0.9903
02/07/2001 8,000,000| 42766 1 85,288 6,000,000|  7.2100 21 143,805 41168  0.8800
01110/2001 £,000,000 43221 91 86,205 8,000,000 7.2100 91 143,805 41973 0.9656
01/01/2002 &000,000| 4.4585 92 89,903 &000,000| 7.2100 52 145,385 42533|  0.9591
01/04/2002 8,000,000| 43777 0 86,355 8,000,000| 7.2100 80 142,235 42709  0.9481
01/07/2002 £,000,000 44273 91 88,203 8,000,000 7.2100 91 143,805 42802 0.8380
01110/2002 £,000,000 44775 92 90,286 8,000,000 7.2100 :73 148,325 43156 0.9287
01/01/2003 8,000,000| 45301 92 91,347 8,000,000| 7.2100 92 145,385 43548| 09182
01/04/2003 8,000,000 47877 0 94,640 6,000,000|  7.2100 0 142,225 4.4128) 08074
01/07/2003 ,000,000 48958 91 97,648 8,000,000 T.2100 Ell 143,805 44730 0.8963 371
-521,394
SW 0060 01/02/2001| 10,000,000  7.0550 32 61,852  10,000,000| 6.0075 32 52,668 5184 38s23| 0.9986 9,153
01/05/2001 10,000,000 7.0550 89 172,026 10,000,000 40258 89 96,163 73,863 3.9930 0.9871 72,910
01/08/2001 10,000,000 7.0550 92 177,825 10,000,000 43107 7] 108,653 69,172 41451 0.9768 87,553
152,219 149,616 =
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Hedge Effectiveness Testing for IAS 39 Hedge Accounting

Each hedge relationship for IAS 39 hedge accounting has its own separate data set
containing the hedge effectiveness calculation with supporting data.
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Effectiveness tests include calculations and the necessary supporting documentation.
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The system provides clear details of hedge effectiveness testing calculations

File  Cufrericy Data Update Reports Semsitivity Portfolic Help

d4 & | =& H A = - # i H ‘ b I
Exit  Printer | Portfolio Clirercy Info Full shift  Market Product MktValue Multiple  Gap? VAR Planner  Help
—:‘: Froduct! | Beorcing | Accountinn | Fistinn | WIS | Channr | Frasent |
N
x NONE | |IAS Product/ Repricing Accounting Existing INewe Change Present
N, NONE  CODE Transacton Dt Balance DCl DCF alue
N NONE Fpoue Branch fxd 99 An 16/12/2003 29,373,798 4772915 4,598,287 173,628 29,547,426
N | NONE - yong Branch fixed 88 Mn 168M2/2003 1272017 2,038,541 2,024,810 14,131 12,734,148
N NONE  yonE Dinzmt o i m P Eri——rry ' nna Ao 'nra'nin v FRErr e
N HONE S youe ol Summary
N NONE - youe
N ng:‘é HONE Froduct Expiry MNominal Present Present
:' nonE  WONE Reference Descriptian Date Yalue Walue 1 Walue 2 Difference
| NonER NONE ER ntsrest swaps 01/10:2002 70,000,000 5123 32,587 333,600
N ONONE  youe SW 0069 Interest swaps 01/10/2002 5,000,000 -114,893 51,511 166,604
NI NONE your wiat ||| SW 0070 Interest swaps 0170412002 10,000,000 161,320 258,503 419,823
N NONE Mat SW 0071 Interest swaps 01/04/2003 10,000,000 158,116 -281530 -418,748
N HEHE swW 0072 Interest swaps. 27/02/2002 3,000,000 12,014 -31,428 43442
N ki SW 0073 Interest swaps. 14/06/2001 10,000,000 12,724 -36,536 43,260
N SW 0074 Interest swaps 01032001 10,000,000 11174 -11,138 36
N SW 0075 Interest swaps 141052001 5,000,000 8,146 18,438 24642
N SW 0076 Interest swaps 14/08/2001 10,000,000 20,307 28,003 43,310
N sW 0077 Interest swaps 01/03/2001 5,000,000 4,240 4,226 14
N SW 0078 Interest swaps. 3040272004 5,000,000 103,707 -187 400 271107
N SW 0079 Interest swaps. 01/07/2003 10,000,000 128,429 273,793 463,282
N SW 0080 Interest swaps 020272002 1,000,000 7,586 5,713 14,305
N SW 0081 Interest swaps 12/08/2001 2,000,000 3,539 6,322 -8,881
N SW 0082 Interest swaps. 020512001 1,000,000 2872 2,123 4,801
N SW 0083 Interest swaps 14/05/2002 1,000,000 8,004 £412 14416
N cini nnR4 bt it A7inam0T 3 nnn nan 18 BT 15013 33 080
N eld2yld[Eample 2 (GBP)]
N
N |43 Frocuct/ Repricing Accounting Existing INewr Change Prasent
N _CODE Transaction Diate Balance DCF DCF “alue
NONE M0336055/2 18/03/2004 32,077 8,551 9,531 978 31,098
i NONE 1033690411 29/03/2001 158,928 1,384 1,554 160 158,768
—| NONE MQ338350/1 07/04/2001 25,088 337 380 43 25,025
= || NONE MD338748/1 08/04/2001 51,685 833 776 33 51,597
NONE 11033809111 14/04/2001 128,602 1,704 1,922 -218 128,384
= NONE M0337880/ 2710412001 122,440 1,676 1,880 -214 122,226
NONE M0335950/1 29/04/2001 102,576 1,366 1,540 178 102,401
||| NONE 104099571 20/10/2003 52,000 6,513 7,928 1,428 50,574
NONE 104130821 21/10/2003 103,500 13,324 16,252 -2,828 100,572
NONE M0345381H 22/10/2003 233,818 25,385 35,835 5,440 227,478
NONE MO351715H 28/10/2003 364,139 47,082 57,397 10,345 353,794
NONE 040654711 28/10/2003 73,500 5,208 11,224 -2,018 71,484
NONE 1104131801 0111/2002 258,986,875 33,530,188 40,870,124 7,435,932 251,546,844
NONE 104131384 05/11/2002 159,000 18,314 24,185 4,379 154,629
NONE M0414731/1 10/11/2003 113,500 13,860 17,002 110,428
NONE M0406865/1 11112002 253,704 31,202 38,068 248,837
NONE 10410010/ 16112002 80,000 8317 10,180 58,137
NONE 1041228212 18/11/2002 30,101 4172 5,106 28,166
NONE 1041100341 23112003 54,485 7,550 8,242 52,807
NONE MD413931/1 281172003 50,003 8,311 10,173 58,141
NONE 11040869711 26/11/2003 90,005 12,466 15,259 87,212
NONE 041245111 0112/2003 62,303 8,848 10,853 60,296
NONE M0415677/1 03122003 52,367 7424 8,108 50,683
NONE 10414963/ 06/12/2002 77,466 10,880 13,484 74,972
NONE 104158561 07/12/2002 75,145 10,858 12,076 72,727
NONE M0411140/1 08/12/2003 81,232 11,523 14,137 78618
NONE 10341156/ 10/12/2001 52,550 3,273 3,848 51,876
NONE 104096151 10/12/2001 281,890 13,354 15,698 279,648
NONE 1041356611 16M2/2001 284,711 13,488 15,857 282,344
NONE MD416940/1 17112/2001 215,257 10,159 11,889 213,467
NONE 041551611 2001272001 128,121 6,072 7,136 127,055
NONE MO4184151 211212001 218,191 10,388 12,213 217,368
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