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Future Value Consultants’ (FVC’s) valuation 
services combine efficient, flexible and 

competitive valuation of derivatives and structured 
products with client reporting and online 
pricing capabilities.

The steady increase in the use of derivatives and 
structured products in the retail and institutional 
markets, combined with more stringent regulatory 
and accounting requirements in all jurisdictions, 
means the need for reliable and accurate 
independent valuations has never been greater.

FVC has always positioned its valuation services 
and client reporting as a business value-added 
service with the aim of providing accurate pricing 
and analytics, as well as transparency and detailed 
reporting. Clients look to FVC to give them the price 
verification and checks they need, and the business 
expertise built up over ten years that allows it to 
genuinely provide insight and knowledge about its 
portfolio of instruments.

FVC has several technology business lines that 
support each other for the client’s benefit. Its 
extensive experience of providing independent 
valuations is complemented by its whole-of-market 
research reporting, which provides clients with full 
and independent research reports on individual 
structured products in all markets. This pioneering 

and comprehensive method of analysis of such 
products gives a clear picture of all the important 
properties of each instrument in a way that provides 
value for those involved in trading, structuring, risk 
control and advising. 

The FVC main lines of business give it access to 
many professionals at different points in the 
manufacturing and distribution process of derivative 
instruments and structured products, which keeps it 
at the forefront of the market, and enables FVC to 
provide a unique independent service for its clients.
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A summary of the main values calculated by Future Value Consultants 

Key values
 Date Value
First value 2010-07-13 105.45
Latest value 2011-06-28 118.04
Lowest value 2010-08-26 104.03
Highest value 2011-05-31 120.32
Number of valuations 217

Most recent values
Date Value
2011-06-28 118.04
2011-06-27 116.59
2011-06-24 115.49
2011-06-23 116.77
2011-06-22 117.05

Most recent month ends
Date Value
2011-05-31 120.32
2011-04-28 119.81
2011-03-31 117.26
2011-02-28 116.80
2011-01-31 114.49

Most recent year ends
Date Value
2010-12-30 112.75
  
  
  
  

A summary of the valuation methods used by Future Value Consultants to generate these valuations

The data required to price this trade consists of the risk-free interest rate of the underlying currency, the credit spread of the issuer as well as pricing data for
the underlying asset which consists of a volatility curve and forward curve. 

All data is sourced by FVC from reliable, accurate and up-to-date market sources. 

Risk-free interest rate curves are derived from swap rates, bonds or aggregated prices from reliable feeds. In order to assess credit spread we use credit default
swap rates (CDS) and other indicators of credit strength in order to come up with a blended value for credit quality. In order to calculate volatility and forward
curves we take individual prices from listed instruments such as exchange options and warrants and supplement those with price feeds and information from
banking sources and FVC's business lines which continually give us intelligence and data of pricing levels and policies. 

For maturities beyond those for which there is sufficient data we use extrapolation techniques to come up with prices that we believe represent levels that would
be seen for such trades. For underlyings for which there are no quoted instruments we extrapolate from historical data and implied pricing information for the
nearest available proxy assets, including similar stocks or underlyings, and benchmark indices or use investment bank indications. 

For all our data requirements we aggregate data to produce curves so that we are not reliant on a single counterparty and nor do we ever have to reveal back
to the market our data sources. All our compiled data curves are independent and designed to reflect market consensus or mid-levels. Pricing data and the
resulting prices generated are independent of any counterparty holding or issuing assets being valued by FVC. 

Fixed cash-flows including the zero coupon bond and any other coupons are valued in accordance with standard market practice and obtain the fair value by
discounting the payment amount by both the risk free rate and credit spread of the issuer. 

Vanilla options (standard puts and calls) are priced using the Black-Scholes model with the appropriate volatility for the strike and maturity. This ensures that
the prices we generate are consistent with any instruments available on exchanges. 

Client: Bank 1 
Trade: Trade 2 : 1 yr maturity Call Spread linked to SPX (USD) 
Valuation report as at: 2011-06-28 
Current Valuation: 118.04 

Counterparty Name: Issuer 2
Book Name: US
Book Currency: USD

 
Currency: USD
Underlying: SPX-500

 
 

Strike Date: 2010-07-13
Final Market Date: 2011-07-13
Maturity Date: 2011-07-13

ID Cashflow Type Values
Cashflow 1 Fixed cashflow Paydate=2011-07-13, amount=100
Cashflow 2 European option Paydate=2011-07-13, strike=100, put/call=1, gearing=1
Cashflow 3 European option Paydate=2011-07-13, strike=125, put/call=1, gearing=-1
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