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Overnight Indexed Swaps (OIS) Discounting,
Counterparty Risk & Credit Value Adjustment
(CVA) ~Derivatives Markets after the Lehman Shock
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OIS Discounting, Counterparty Risk & CVA
29-30 June 2012

DAY 1 (Friday, 29 June 2012)

08:40 — 09:00

09:00- 12:00

(20 minutes
break between
10:30-10:50)

Registration

New Derivatives Market
o Credit Risk
® Basis Risk
e Funding Risk
e Collateral
o CCP (Central Clearing Party)
e Regulation

Collaterialized Trades on the Interbank Market and OIS

Discounting
o CSA (Credit support annex)
¢ OIS discounting curve & basis curves
e Overnight indexed swaps (OIS)

12:00 — 13:30

Lunch Break

13:30 - 16:30

(20 minutes
break between
14:50-15:10)

Collaterialized Trades on the Interbank Market and OIS

Discounting
¢ ON-LIBER basis swap
e From LIBOR discounting to OIS discounting
e Collateralization in trade currency & non-trade currency
eBackload to CCP
o Collateralized swaption pricing
e Cross-currency basis swaps
e Construction of multi-currency yield curves
e Collateralized FX forward & currency options
e Choice of collateral currency
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DAY 2 (Saturday, 30 June 2012)

09:00- 12:00

(20 minutes
break between
10:30-10:50)

12:00 — 13:30

13:30 - 16:30

(20 minutes
break between
14:50-15:10)

Uncollateralized Trades, CVA and FVA
o Pricing of uncollateralized trades
e What is CVA (credit value adjustment)
e Bilateral CVA
o CVA accounting

eBasel lll

o CVA risk management at CVA desk

o CVA arbitrage

o CVA hedge & its market impact

e\Wrong way risk

e Funding cost & FVA (funding value adjustment)

e One-way CSA

e Relation of derivatives desk, CVA desk & funding desk

Lunch Break

CVA Calculation Methodology

e |nterest rate models

o FX rate & equity models

o Multi-asset hybrid models

¢ Calculation of expected positive exposure (EPE)
e Monte Carlo Method

o Credit curve construction from credit default swaps (CDS)

e First-to-default effect
o CVA calculation

\X/rap up and Conclusion
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