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 Step 1: Select contract calculator and set Market Model to ‘ycUSGOV_AD31122012 
                 (2nd bullet point) 
 Step 2: you may follow the steps & use buttons on the GUI labeled as below to 

demonstrate the selected cases: 
 
 

 Demo Cases 1 – 3: Contract Type PAM 
– Proto-PAM (Certificate of Deposit)  PAM \ Test Case 1 
– PAM as Zero Coupon Bond  PAM \ Test Case 2 
– PAM as Coupon Bond  PAM \ Test Case 3 
 

 Demo Case 4: Contract Type ANN 
– Proto-ANN demonstrating Capitalization Effect with Rate Resetting  ANN \ Test Case 3 
 

 Demo Cases 5 & 6: Contract Type SWAP  
– Plain Vanilla SWAP  SWAP \ Child 1: PAM and Child 2: PAM \ Test Case 1 
– Basis SWAP  SWAP \ Child 1: PAM and Child 2: PAM \ Test Case 2 
 

 Demo Cases 7 & 8: Contract Type OPTION  
– PAM as underlying  OPTION \ PAM as child \ Test Case 1 
– STK as underlying  OPTION \ STK as child \ Test Case 1 

Introduction: Demonstration Cases  
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 Six month PAM contract starts on 
January 1, 2013 and runs to June 30, 
2013.  
 

 Principal/Notional is set to $1,000 
 

 Interest Rate of 5% over six months 
on A/365 basis leads to a discount 
event value $24.79 
 
 

Demo Case 1: Proto-PAM (Certificate of Deposit) 
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 Six month PAM contract with discount 
of $100 
 

 All the other attributes remain same as 
in Demo Case 1 
 
 

Demo Case 2: PAM - Zero-Coupon Bond 
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 An annual fixed bond with a 
monthly periodic interest payment  
 

 Interest payment in each month is 
different due to different number of 
days in each month (A/365 day 
count convention) 
 

Demo Case 3: PAM - Coupon Bond 
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 A 3-year annuity contract, with 
capitalization for first six months.  
 

 The interest rate is fixed in the 
contract for one year before it resets 
to market rate every six months  
 

 Relevant attributes can be found 
under the group name ‘Notional’ and 
‘Rate Reset’ 
 

Demo Case 4: ANN - Capitalization & Rate Reset Effect 
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 SWAP with fixed and variable 
underlying one year PAM contracts  
 

 Fixed PAM (first leg) is an asset and 
variable PAM (second leg) is a liability 
 

 The rate is reset every quarter for 
variable PAM 
 

Demo Case 5: Plain-Vanilla SWAP 
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 SWAP with underlying one year variable 
PAM contracts 
 

 The rate is reset every quarter for the first 
leg and has an initial interest rate of 5% 
p.a. 
 

 whereas rate is reset every six months for 
the second leg and it has an initial interest 
rate of 6% p.a. 
 

Demo Case 6: BASIS SWAP 
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 Call Option on an underlying PAM 
 Seller of the option 
 Underlying PAM starts after the 

Option exercise date 
 Margin payments are made by the 

seller of the option 
 
 
 

Demo Case 7: OPTION with underlying PAM 
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Demo Case 8: OPTION with underlying STK 
 Call Option on an underlying STK 
 Seller of the option 
 Underlying STK only increases in 

value 
 Margin payments are made by the 

seller of the option 
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 The analysis event for all the test cases December 31, 
2012 
 

 All the attributes of the record were updated as of 
December 30, 2012 
 

 The agreement between the two parties is originated on 
December 28, 2012 i.e. from this date on, the institution 
will have a risk position for financial contract 
 

 Initial cash flows for the basic contracts, generally, starts 
on January 1, 2013 
 

General Assumptions: Test Cases 
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