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1 Introduction

The aim of this module is to illustrate the computation of the Tofa/ Margins requirement to
the Clearing Member, once all the various margin components described in the other
modules have been computed.

In particular, the following margin components are required in order to compute the Toza/
Margins:

1) Mark-to-market Margins — MtmM;

2) Initial Margins, Ordinary (scaled) and Stressed (unscaled) — IMyrginary and IMgiresseas
3)  Decorrelation risk add-on, Ordinary and Stressed — DECO oy gingry and DECOgtregsed;

4)  Concentration risk add-on — CONG,

5) Liguidity risk add-on — 1.1Q;

6) Wrong-way risk add-on — WIWR.
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2

Total Margins requirement computation

The Total Margins (I'M) requirement for a given portfolio (Clearing Member’s account) is
given by:

TM = max{TM, TMy1 } + max{TMgonp ¢, TMponp,e+1/
with:

T™; = max{max{[ordinary_wei ght * (IMOTdinary'i + DEC OOTdinary_i) + stressed_weight *
(IMstressed,i + DECOstressed,i)]; (IMordinary,i + DECOordinary,i)} + CONCi + LIQi +
WWR; + MtmM;; 0},

TMgonp,i = max{max{[ordinary_weight * (IMBOND,ordinary,i + DECOBOND,ordinary,i) +

stressed_weight x (IMBOND,stressed,i + DECOBOND,stressed,i)]; (IMordinary,i +
DECOordinary,i)} + CONCgonp,i* + WWRponp,i + MtmMponp,i; 0},

BOND: sub-portfolio of bonds cleared under Equities/Equity derivatives asset class,

1 € [¢, t+1] settlement risk add-on portfolio configuration.

All margin components in the above formulas represent a debt (+) for the Clearing Member
except for MM, which can represent a credit (-) or a debt (+).

2.1 Separate cash-derivative margining

In case the Clearing Member chooses to separately compute margins for its account’s cash
and derivative positions, the above formulas must be adjusted this way:

™ = max{TMcash,t + TMderiuatives,t; TMcash,t+1 + TMderivatives,t+1} +

max{TMgonp,t; TMponD,t+11}>

with:

T™;; = max{max{[ordinary_wei ght * (I M orginary,i,j ¥ DECOorainary,i, j) +
stressed_weight * (IMstressed,i,j + DECOStressed,i,j)]; (IMordinary,i,j + DECOordinary,i,j)} +
CONC;; + LIQ;; + WWR; ; + MtmM, ;; 0},

1€ [t t+1],

] € [cash, derivatives].

I At instrument level only.



