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PRICING OF A COMPLEX OTC BALANCE DERIVATIVE

 Understanding the complexity of the product 
and all the embedded options to identify the 
main underlying risk drivers

 Some underlyings of the derivative are 
themselves derivative products 

 Several options to look at the product and to 
model it

 Client: Belgian or international insurance group 
having an OTC derivative on its balance sheet

 Client asked Reacfin to set up a stable process to 
quarterly fairly price this derivative depending 
on its main risk drivers. 

 The Value at Risk of the price should also be
assessed.

 Recurrent valuation of the product and its 
Value at Risk

 Better assessment of the valuation and the 
risk related to the product

 Balance sheet compliant valuation

 Implementation of a market consistent 
valuation of the product using a quantitative 
model including risk neutral economic 
scenarios generator (calibration and 
generation) of several market variables and a 
pricing tool.

 Documentation of the methodology

 Recurrent pricing reports (including Value-at-
Risk)

 Sensitivity analysis

Example of previous assignment:
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