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Interest Margin Variance Analysis 

(IMVA) 

 

• To look at ways of reporting and understanding 

net interest margin and movements in net 

interest margin 

 

 What ALMIS currently does 

 What else should we do (e.g. FTP) 

 Using ALMIS report writer 

  

 



Margin & Balance Sheet Report 

Balance including interest accrual and non interest items 

Weighted average effective annualised interest rate 

Balance interest is charged 

Weighted average interest rate 

 of interest items 

The daily interest earned or paid 
= interest balance * Ave Rate / days basis (eg 

360)  

= Net Margin * days basis (eg 360) / Total interest assets 

= Net Margin * days basis / Total accounting assets 

= Spread or Average % Assets – Average % Liabilities  

(adjusted for hedges) 



Margin Month 1 

• Asset 

– £100 Loan 4.50% 

– £30 Liquidity 1.25% 

 

• Liability 

– £70 Variable Savings 1.80% 

– £60  Fixed Savings 3.10% 



Interest Margin 
Month 1 

Assets £ % 

  Lending £100 4.50 

  Liquidity £30 1.25 

Total £130 3.75 

Liabilities 

  Variable  £70 1.80 

  Fixed £60 3.10 

Total £130 2.40 

Net 1.35 



Interest Margin 

Basis Point Margin (BPM) 

Month 1 

Assets £ % BPM 

  Lending £100 4.50 346 

  Liquidity £30 1.25 29 

Total £130 3.75 375 

Liabilities 

  Variable  £70 1.80 97 

  Fixed £60 3.10 143 

Total £130 2.40 240 

Net 1.35 135 

BPM = Amount * Rate / 

Total 

And measures the actual 

basis point contribution for 

each category of the 

balance sheet 



Interest Margin 

Basis Point Margin (BPM) 

Month 1 

Assets £ % BPM 

  Lending £100 4.50 346 

  Liquidity £30 1.25 29 

Total £130 3.75 375 

Liabilities 

  Variable  £70 1.80 97 

  Fixed £60 3.10 143 

Total £130 2.40 240 

Net 1.35 135 



Margin Month 2 
£10 new fixed funding, invested in liquidity  

• Asset 

– £100 Loan 4.50% 

– £40 Liquidity 1.20%  

 

• Liability 

– £70 Variable Savings 1.80% 

– £70  Fixed Savings 3.20% 



Month 1 Month 2 

Assets £ % £ % 

  Lending £100 4.50 £100 4.50 

  Liquidity £30 1.25 £40 1.20 

Total £130 3.75 £140 3.56 

Liabilities 

  Variable  £70 1.80 £70 1.80 

  Fixed £60 3.10 £70 3.20 

Total £130 2.40 £140 2.50 

Net 1.35 1.06 



Basis Point Margin 

Month 1 Month 2 

Assets £ % BPM £ % BPM 

  Lending £100 4.50 346 £100 4.50 322 

  Liquidity £30 1.25 29 £40 1.20 34 

Total £130 3.75 375 £140 3.56 356 

Liabilities 

  Variable  £70 1.80 97 £70 1.80 90 

  Fixed £60 3.10 143 £70 3.20 160 

Total £130 2.40 240 £140 2.50 250 

Net 1.35 135 1.06 106 



Margin Variance 

Month 1 Month 2 Variance 

Assets £ % BPM £ % BPM BPM 

  Lending £100 4.50 346 £100 4.50 322 -24 

  Liquidity £30 1.25 29 £40 1.20 34 5 

Total £130 3.75 375 £140 3.56 356 -19 

Liabilities 

  Variable  £70 1.80 97 £70 1.80 90 7 

  Fixed £60 3.10 143 £70 3.20 160 -17 

Total £130 2.40 240 £140 2.50 250 -10 

Net 1.35 135 1.06 106 -29 



Month 1 Month 2 Variance Rate Volume 

Assets £ % BPM £ % BPM BPM 

  Lending £100 4.50 346 £100 4.50 322 -24 0 -24 

  Liquidity £30 1.25 29 £40 1.20 34 5 -1 6 

Total £130 3.75 375 £140 3.56 356 -19 -1 -18 

Liabilities 

  Variable  £70 1.80 97 £70 1.80 90 7 0 7 

  Fixed £60 3.10 143 £70 3.20 160 -17 -5 -12 

Total £130 2.40 240 £140 2.50 250 -10 -5 -5 

Net 1.35 135 1.06 106 -29 -6 -23 
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