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XMI-ALMIS

IAS39 Hedge Accounting for Banks and Building Societies

A Structured Solution — Reduce Accounting Volatility with XMI-ALMIS

Our ALM specialist software product, XMI-ALMIS, has been significantly developed to incorporate full IAS39
functionality. The aim of the product is to help you reduce accounting volatility and produce the necessary
accounting journals, with back-up calculations and documentation.

The system functionality is described in three parts:
1. Fair Value
XMI-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

XMI-ALMIS can calculate the fair value of individual fixed mortgages and other banking book assets
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.

E Fixed Product Report (Fixed Rate Mortgages) - [Example (GBP)] = | Dlﬂ
145 Product/ Fepricing Accounting Existing MNew Change Fresent /;‘

CODE Transaction Date Balance DCF Walues
NONE 20044025283/2 287,988 30,380 5,826 202794
HONE 92044181 1 583 3ns 585 29,168
NONE 210910445041 10,107 1,854 63,097
HONE 91314188058/2 32,302 6,054 245471
NONE 9023418200041 13,812 2512 92,043
HONE 912041834281 126,818 10,186 2270 129,088
NONE 90234181808/ 01/08/2003 1,852,510 202,211 32,108 1,890,618
HONE M03562411 Z8/0772002 47,628 2,961 693 48322
NONE MO£0107741 02/08/2002 83,030 5,442 1,282 24262
HONE MO4020221 06/08/2002 45,111 3,963 3217 748 43857
NONE M0402807/1 12/08/2002 585,427 4758 3,895 803 60,330
HONE MO40089801 13/08/2002 50,508 4,078 3,310 768

NONE M0405180/1 24/08/2002 55,650 4,493 3,847 248

HONE MO4008231 26/08/2002 54,5594 5215 4234 982

NONE M040479341 27/08/2002 4471 3,569 2,856 673

HONE 04011801 ZTI08/2002 123,887 10,004 8,121 1,683

NONE M0356280/1 31/0e2002 42,354 3,402 2,782 541

[l
Paste | Dane |
Frint | Excel |
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XMI-ALMIS

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.

%} Fixced Product Report (Fixed Rate Mortgages[NONE]) - [Bxample (GBP)] - | Ellll
Period 80044026393/2 =
Days Existing | Existing Spot Disc Ewisting | Forward | Forward | Forward |

Walue Rate Cashflow Rate Fate DCF Rate Cashflow DCF Change
0 302198 5.3400 ] 3.7500 1.000000 0 0 0 0 0
1 302198 5.3400 44 3784188 0.999853 44 3784188 k| 3 13
3 300,712 5.3400 1,320 3.953071 0.995709 1,318 3.953533 77 74 342
59 300,712 5.3400 1,232 3.955017 0.993748 1,224 3.955303 g1z 07 ny
80 257,720 5.3400 1,350 3.955762 0.990480 1,237 4155228 1,052 1,042 206
120 286,215 5.3400 1,300 4008259 0.887162 1,283 4267858 1,039 1,026 258
151 254703 5.3400 1,237 4062640 0.933660 1,215 4378523 1,086 1,078 237
181 283,184 5.3400 1,287 4115253 0.880200 1,281 4285028 1,033 1,02 249
212 291,658 5.3400 1,323 4135485 0876717 1,282 4320567 1,070 1,045 247
243 280,126 5.3400 1,316 4182778 0.873213 1,281 4367428 1,078 1,047 233
273 288,587 5.3400 1,287 4185341 0.969799 1,228 4412025 1,047 1,15 213
304 287,041 5.3400 1,202 4208678 0.855247 1,258 4455848 1,087 1,051 207
334 285,488 5.3400 1,253 4231273 0.852788 1,208 4504250 1,057 1.8 189
365 283929 5.3400 1,288 4254153 0.959154 1,235 4381020 1,052 1,008 228
356 282,363 5.3400 1,281 4282560 0.855723 1,224 4373011 1,050 1,003 220
424 280,750 5.3400 1,150 4270184 0.852587 1,086 4382535 545 801 154
455 278210 5.3400 1,266 4278582 0.845114 1,202 4410248 1,048 993 208
435 277823 5.3400 1,218 4288757 0.845753 1,152 4426518 1,010 955 187
516 278,028 5.3400 1,282 4285200 0.842280 1,180 4443725 1,042 882 188
545 274428 5.3400 1,204 4303378 0.838518 1,131 4 458555 1,008 G458 186
577 27282 5.3400 1,237 4311830 0.835444 1,157 4477222 1,037 870 187
508 271,208 5.3400 1,230 4320287 0.931570 1,145 4434215 1,035 965 182
638 269,584 5.3400 1,183 4328473 0.92860% 1,099 4510387 999 528 171
659 267,955 5.3400 1,215 4.33693% 0.925135 1,124 4527855 1,030 953 171
699 266,318 5.3400 1,169 4.345132 0821774 1,077 4.543828 995 @7 181
730 284575 5.3400 1,200 4.353868 0.91825%6 1,102 4754572 1,071 984 118
761 263,024 5.3400 1,183 4370831 0.814572 1,081 4798254 1,072 980 111
789 261,366 5.3400 1,071 4385772 0.911380 976 4826562 963 882 94
820 25871 5.3400 1,178 4402538 0.807746 1,069 4882171 1,072 74 95
850 258,028 5.3400 1,132 4.418780 0.804210 1,024 4884132 1,038 939 85
281 256,348 5.3400 1,163 4435525 0.500546 1,047 4828261 1,073 966 a1
911 254861 5.3400 1,118 4451750 0.896952 1,003 4850224 1,038 931 71
942 252,967 5.3400 1,147 4.458517 0.893310 1,025 4.894355 1,073 959 (]
973 0 0.0000 0 4485284 0.889518 o 5.027947 0 0 0
;I
°
Faste | Done |
FErint | Excel |

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

ir Value Swap - [Eample 2 (GBP)] 10 |
Product Expiry Marninal =)
F.efarence Descriptian Date Yalue |
SW 0109 Interest =swaps 03/08/2002 1,000,000
SW 0043 Interest swaps 01/07/2003 8,000,000
SW 0060 Interest swaps 01/08/2001 10,000,000
SW 0061 Interest swaps 01/02/2001 10,000,000
SW 0062 Interest swaps 03072001 5,000,000
SW 0063 Interest swaps 01/06/2002 10,000,000
SW 0064 Interest swaps 01/06/2002 5,000,000
SW 0065 Interest swaps 01/06/2002 5,000,000
SW 0066 Interest swaps 01/08/2002 5,000,000
SW 0067 Interest swaps 011042002 10,000,000
SW 0068 Interest swaps 01M1zZ002 10,000,000
SW 0069 Interest swaps 011042002 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 ZTinZizo0z 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 0076 Interest swaps 14/068/2001 10,000,000
SW 0077 Interest swaps 01/032001 5,000,000
SW 0078 Interest swaps 30/03/2004 5,000,000 103,707
SW 0079 Interest swaps 01/07/2003 10,000,000 189,488
=1
| i
LCopy | Faste | Done |
FErrint | Euxcel | C Detail
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XMI-ALMIS

The system can provide detailed reports showing the fair value calculations for each swap.

ﬁu Fair Value Swap - [Eample 2 (GBP)] (ol x|
Praduct Cashflow| Receipt |Receipt|Receipt| Receipt Payment  |PayrmentPayment| Payment Met Spot  |Discount Fair =
Name Date Princval Rate | Term | CashFlow | Princval Fate | Term | CashFlow | Cashilow Fate Fate Value |
SW 0109 05M1/2001 1,000,000  7:2000 93 18,345 1,000,000  6.0000 93 15288 3057| 42218 0.9895 3,025
04/02/2002 1,000,000 7.2000 @1 17,851 1,000,000 44384 &1 11,066 6,885 4.2602 0.8792 8,742
03/05/2002 1,000,000 7.2000 88 17,359 1,000,000 43988 &8 10,588 8,761 42772 0.9693 6,553
03082002 1,000,000  7.2000 92 18,148 1,000,000| 44452 92 11,204 5944| 42982| 0.9589 6,659
23,647 22,979
SW 0043 01/01/2001 2,000,000 5.0604 1 1,308 2,000,000 7.2100 1 1,580 -27. 3.7828 0.9999
02/04/2001 8,000,000 3.9575 91 78933 8,000,000 72100 91 3.9550|  0.8903
02/07/2001 8,000,000 42766 a1 85298 8,000,000 7.2100 a1 41168  0.9800
0110/2001 8,000,000 42221 91 86,205 8,000,000 7.2100 @1 41972 0.9696
0170112002 8,000,000 44585 92 89,903 8000,000) 7.2100 92 42533 0.9591
0170412002 8,000,000 43777 a0 86,355 8,000,000 72100 g0 42708|  0.8481
01/07i2002 2,000,000 44273 @1 88,302 2,000,000 7.2100 &1 4.2802 0.8380
0110/2002 2,000,000 44775 92 90,286 2,000,000 7.2100 o2 43188 0.9287
0170112003 8,000,000 45301 92 91,347 8,000,000 72100 92 43545  0.9182
01/04/2003 8,000,000 47977 80 94,640 8,000,000 7:2100 0 44128 0.8074
01/07/2003 2,000,000 4.5958 @1 97,648 2,000,000 7.2100 el 4.4790 0.8963 AT
-521,394
SW 0060 01/02/2001 10,000,000|  7.0550 22 61852| 10,000,000 6.0075 22 ! \ 2.9523|  0.9968 9,153
01/05/2001 10,000,000 7.0550 89 172,026 10,000,000 4.0258 89 98,163 73,863 3.9830 0.9871 72,910
01/08/2001 10,000,000 7.0550 92 177,825 10,000,000 43107 82 108,853 89,172 41451 0.9768 67,583
152,219 149,616 =
A i
Copy Paste £ Summary Dane
Pt Ercel  Detal

Hedge Effectiveness Testing for IAS39 Hedge Accounting
Each hedge relationship for IAS39 hedge accounting has its own
hedge effectiveness calculation with supporting data.

Select Portfolio

separate data set containing the

x|

Select Portfolio
Hedge Partfalio Currency
SSAFDII -l
SSAPDND SCENARIC T
311272000
SSAPDOE
S5APDOT -
SSAPDOS ||
Portfalio Type User Information |

" Master Portfolio

" User Portfolio

v |AS 33

Effectiveness tests include calculations and the necessary supporting documentation.

Hedge Effectiveness Testing

x|

— Underying Instruments

Assets

Foced Rate Mortgages
Liabilities

Foeed Rate Savings

=

—Hedge
Derivitives ;I
Swaps
Change |
[~
— Test
Options | Documentation | Joumal |
ore | var | Custom |
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XMI-ALMIS

The system provides clear details of hedge effectiveness testing calculations for all relevant
asset/liability classes.

M Ciwnoy Date Updee Fagerts Semkevty  Portioke | Hel
|ﬂ L= -|'-t|l£ = iy
Eet  proer info | FulSh®t Maket Prodoct MitVsue Mutple

Portfolo Corrency

MTB
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Accourfing
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W Fixed Product Report (Feord Rate Hortgages) - yicki2. v Fample 2 (GBP)] =10]=]
WS Praducy! Fiopricing Accaunting Exiting Maw =
CODE Transaction o] Balance OCF =
NONL NOXHASRT 1801 R Lo wn
q | o MR a0 158598 138 1,554
- NONE MOXIRISHY oTmameat 15088 nr an
T nokE MOxIETLEN el 51585 B 72|
ROKE MOIIB0HN 1442001 128802/ 1,704 1922
= | NOKE MOIITERN ZIRAR01 122,440 1578 1.8
NOKE. NOXISSS0N 2001 102,576 1 1540
L= NONE MOLOGEET 20106003 2. 6513 7975
NonL MO SN0 153,400 13,324 2t
o uGEH anacees 398 Er 38 838
NONE NOISITISN bl ] 34,138 47053 ST
NOKE MO2BELTIY 291102003 1224
NONE MOLT3180M QU003 | 268,988,575 325,188 40570024
NONE MO4131384 M 12003 | 1 15,812 24,085 |
NOKE. MOAIETIA 1011 12003 113,500 13,850 17.0%2|
NonL ARG U0 263,704 nax 3
NonL MO4T09IY 1611000 2,000 an? 0w
o NO4TTIHED w003 30,101 4 5108
NoNE MO0 31117003 54,499 7,550 P
NOKE MOLTIMN 2511 12003 #0503 am 10T
NONE MO40BESTH 2003 $0,005) 12,888 15255 |
NONE MOLNZ451M OAN22002 | £2,203) 8,848 10,852 |
NOKE. MO4ASETTI 00N 202003 52367 Taza 8,009
NonL MO ezl 7466 12,690 12484
NonL NOANSEERY ernaael 76,145 12,650 10
o [ oananoas 1713 180 et
NONE NOB11SEN 10r23001 52,550 m 3848
NOKE NOLOSEISN 10r22001 281,990 13,358 1585
NONE MOLTIEEEN 18122001 287 13,489 15,857
WORE MOL1E400 ATH2R001 2152571 18,159 11,989
NOKE. MO41SEMEN 20M 22001 1381 072 T4
NoNL NGB e FalAL] 15,389 2y

&R
1 start] B8] sins jsas -Moroseft .. |[ B ALMIS Front Offce

Summary reports are then available to base journal entries.

Custom: Hedge Effectiveness Report - Sterling 1Ol =]
Hedge Underlying Effective r
Instrurnents i
IMN22000 258.96 254 28.076
SS5APOO3
I1M 212000 258.87 264.29 §97.946
S5AP004
IMM22000 23577 21264 110,35
S5APO0S
I1M 212000 23164 195.62 118.41
S5AP00G
IMM212000 15452 185.58 83.304
S5AP0OOT
IMN22000 T7.56 59.34 111.85
S5AP0O0E
IMM212000 4531 4355 11321
SSAPOOS
IMM22000 2454 23.95 102.88
SSAPOMO
I1M 212000 1469 13.47 108.11
S5APO11
IMM22000 1462 1474 99.185
S5AP0M2
IMN22000 9.84 9.33 105.48
S5AP0M3
IMM212000 430 455 102.27 _I
=
k| 2
Copy | Faste | [ione |
Pritt I Excel I
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XMI-ALMIS

3. Reduce Accounting Volatility with XMI-ALMIS Best Fit

The system has automatic and optimised hedge allocation to take advantage of macro hedging. By
searching through fair value calculations for each transaction, the system can automatically search
and determine hedge effectiveness. This will significantly reduce the accounting volatility that is
associated with IAS39.

K3
- Underying Instrmert
E |

sets

Fxed Rate Mortgages
Lizbilties

Fxed Rate Savings

Hedg

Derivtives =]
Swaps

+/RaFricng -
Before [ 50 Min B0
Aer =] Max | T25=
T
I¥ One To One
¥ One To Many
Cancel Go

The system will store the details of matches found for future reference.

@ Best Fit Matches - [Eample 2 (GBP)] N I=] 3}
=]
Match Product ‘ Reference I aturity Walue P Change 5 Effective |
1 Swaps w 58788 IM02003 260000000 12844805
Fixed Rate Mortgages 041318041 o111/z002 25B9B6ETC -126887161
101.4032
2 Swaps W o118 01/10/2003 5000000 -258857
Fixed Rate Savings RANCH FIXED RATE BOND 9 | 16/09/2002 S2485T2 294012
88.0767
3 Swaps W07 01/10/2003 5000000 -258867
Fixed Rate Savings IRECT FIXED RATE BOND 9 16/08/2002 SE1z2408 264294
97.9466
4 Swaps W 0108 02/08/2003 5000000 -235785
Fixed Rate Savings IRECT FIXED RATE BOND & 18/09/2003 4305712 213636
110.3583
5 Swaps W 0116 02/08/2003 5000000 -235510
Fixed Rate Savings RANCH FIXED RATE BOND & | 16/08/2003 4011088 185615
120.3947
6 Swaps W 0125 0ZMZIZ002 2000000 -154832
Fixed Rate Savings RANCH FIXED RATE BOND & | 16/10/2003 3831847 185882
83.3048
T Swaps W 00040 0zZ/01/2004 1400000 -T7555
Ficed Rate Savings SE Bonus Bond FLAT 02/01/2004 1613680 69335
111.8665
8 Swaps W 0076 1410872001 10000000 -43310
Ficed Rate Savings une 2000 Fixed Rate Bon 15/06/2001 5222221 43552
113.2184
9 Swaps W 00TS 14/08/2001 5000000 -24542
Ficed Rate Savings une 2000 Fixed Rate Bon 18/06/2001 2029945 23042
102.8979
10 Swaps W 0123 0512200 1000000 -145593
Fixed Rate Savings 1 Fixed Rate Bond 1597 18/10/2001 G4ag2ey 13485
109.1199
" Swaps W1 0ZMorzom 1000000 -14818
Fixed Rate Savings 1 Fixed Rate Bond 1597 18/08/2001 1333830 14728
99.1858
12 Swaps W21 ZZ0Z0m 1000000 9338
Frced Rate Savings 1 Fixed Rate Bond 1997 16/0%/2001 73735 89326 LI
5l [
Copy | Faste | Generate Portfolios Done |
Fiint | Excel |
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