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Business Problem

The Client: A US based Fund Administrator, which provides global fund administration and accounting
services. The firm sought an independent verification of the month-end valuation for a portfolio of interest
rate swap instruments.

Need and Scope

* QOur client needed us to verify the mark to market (MTM) values of the IRS contracts in its swap portfolio on a
monthly basis.

¢ The trade specific information of the swap contracts (OTC derivatives) were provided to Epitome.

e Back-testing our computed values by reference to an established market source to ensure the values were
accurate and within a given tolerance limit.
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Solution

*We used ourin-house developed Excel - VB based model for valuing the interest rate swaps.

» Methodology used in our model: discounting of cash flows to find the net present value (NPV), which gives
the mark-to-market value of the swap as on a valuation date

» The output (MTM Value) for each contract was obtained by inputting trade specific information.

*The team at Epitome made use of the swap calculator in the Bloomberg Terminal (SWPM) to back-test our
values by giving the same trade details used in the excel calculator.

e The back-tested values from Bloomberg were found to be close to the values calculated from the excel
calculator and within the tolerance limits, with the variations observed at less than 2%.

Benefits

« The valuations were reliable and consistent, verified by the back testing process using Bloomberg Analytics.

*Valuing the interest rate swaps with our model based on market principles, enabled our client to validate their
internal information.
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Epitome's IRS Valuation Process Flow
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Snapshot of the Bloomberg Swap Calculator
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