
 
 

Margining methodology on the multinet martkets 

Definition of margin types 

In line with the requirements only those margin elements are defined that are to cover the risks 

occurring until the liquidation of the relevant positions. The calculation is completed at the end of the 

day; therefore margin calculation is based on the status at the end of the clearing day, on positions not 

yet closed.  

In the multinet market margin requirements consists of two elements: 

1. Theoretical loss calculated for open positions based on trade prices and closing prices 

(negative variation margin) 

2. The value to cover risks expected until the liquidation of the position.  

Margins may be calculated and called intraday in the multinet settlement spot markets. 

Definition of instrument classes  

In the case of multinet settlement instruments KELER CCP defines the following instrument classes 

 Debt securities class 

 Equities class 

Definition of the risk characteristics of instruments 

 

Based on risk characteristics the following main groups of instruments cleared by KELER CCP can be 

differentiated. In terms of risk characteristic we differentiate multinet settlement instruments and 

futures instruments, and several sub groups can be formed within these main groups also.  

In the spot market: 

o Debt securities class 

 Price is determined basically by the credit risk of the issuer and the interest rate risk of the 

debt instrument. The price movements of individual instruments can be different depending 

upon characteristics and liquidity.   

 The risk characteristics of instruments are determined by the link between the pricing 

formula of the instrument and the interest rate. Interest rate changes influence price 

movements to a different extent; therefore this is to be taken into account in defining 

margin values. 

 Instruments can be grouped by issuer also, grouping is based on the following categories:  

o Government securities 

o Credit institution bonds 

o Corporate bonds 

 

o Equities class 

 Prices are determined by the view of the individual instrument, its liquidity (demand, 

supply), and the fundamental and technical view and in certain cases speculative 

expectations Each instrument is to be evaluated individually. Price movements are in direct 
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proportion to the value at risk. The margin values are influenced mainly by the historic price 

movements of individual instruments and liquidity. Usually no direct pricing formula can be 

linked to the instruments.  

 Certificates represent a special range of instruments; their pricing can be linked to some 

underlying. Several types of certificates are traded, for each type and instrument the 

instrument payout is defined, therefore the risk characteristics of the instrument can be 

obtained.  

Determination of parameters 

Variation margin calculation 
There are no parameters linked to the variation margin part.  

SPAN part 
 Futures price scan range 

 other parameters (detailed under portfolio margining) 

o spread across expiries 

o spread across instruments 

 

VaR calculation 

Main parameters: 

 period of data series: at least 1 year that incudes stress period 

 confidence level: 99% 

 liquidation period: at least 2 days 

Integration of protection against procyclical effects 

The margin level is defined with 99% compliance in monthly reviews and it is increased with a 

multiplier of b= minimum 1.25 in normal periods. If it is found in the monthly review that a stress period 

occurred since the last review, with explanation comparable to the scale of stress established the 

margin defined is not required to include the buffer.  

In the case of margin level exceeding the value at risk increased with buffer, decision on margins can 

be made based on other aspects also that can take into account fundamentals such as e.g. level of 

liquidity, market expectations, macro and global economic processes, market concentrationetc. 

 

Determination of the margin 

The margin level of leading instruments is determined and the buffer is applied as follows:  

 Determination of the VaR value of the price data series 

o VaR1=VaR(250 day,99%,1 day) 

 Determination of 2 days absolute value 

o VaR2=VaR1_*radical2: a VaR % value multiplied by price  

 Determination of value with 2 days buffer 

o VaR2p=VaR2*b: VaR values multiplied with b buffer against procyclicality 

 VaR2 average value calculation 

o VaR2_average: VaR2 average for 250 days 

 VaR2 buffer average value calculation 

o VaR2p average: VaR2p average for 250 days 

 Determination of margin  

o The margin values need to exceed the buffered value in normal periods. 
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o The margin value does not change daily but is gradually rounded regularly or ad-hoc if 

that is necessary.  

o Accordingly it is temporarily approved for the actual margin value to fall below the 

minimum level of the buffer. 

o Margin rounding is completed freely in line with the individual price levels and 

instruments. 

o In stress periods the margin level can change between the VaR and the VaR with 

buffer, and, depending upon the scale of stress and the market conditions, it can also 

be outside the band temporarily. 

o In the period between the occurrence of the stress and the determination of the 

margin parameter in the case of short term volatility and price stabilization the margins 

can fall below the calculated VaR values, this needs to be explained.  

Procedure in the case of new instruments (where no historic data is available) 
If the appropriate data series are not available, the instrument to be introduced is to be put into the 

categories of instruments that it fits most and the margin values most characteristic of the group 

concerned is to be taken into account. Other factors: asset value per share, indicative price and other 

relevant pieces of information. IIf information related to the similar instruments of external non-cleared 

markets is available, these can also be taken into account.  

Portfolio margining 

Spread across instruments 
The spread parameter across instruments can be introduced only if there is a clearly identifiable strong 

correlation among the price movements of instruments.  

Spread parameters can be determined across instruments that are linked to the same collective 

guarantee fund. 

Spread parameter across expiries 
The interpretation of spread across spot market expiries is special. Literally there is no spread across 

parameters in the spot market as there is only one price and there are no settlement prices by 

expiries, although we differentiate 2 theoretical expiries that correspond to the settlement days 

concerned. Due to these specific features it makes no sense to examine the price movements of 

different expiries in the margining of spot instruments, however, the spot price movement has an 

identical effect on the price risk of the instrument still in the settlement cycle. 

 


