14.2

Open REPO handling

Interest calculations for open REPOs

A normal REPO has an interest calculation as follows (assuming a day basis of
ACT/365):
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So, for example, 7 days at 4% on an initial amount (the REPO principal) of
$1 000 000 would be:

T X 4% x1000000
365

or $767.12

An open REPO has a calculation as follows:
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So, for example, 7 days on an initial amount of $1 000 000 might be:

L>< 3.9% x1000000 +
365
L>< 4.0% 1000000 +
365

L>< 3.9% x1000000 +
365

i>< 3.9% 1000000 +
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1 3.8%%1000000
365

=$106.85 + $109.59 + $106.85 + $320.55 + $104.11
=$747.95

(Note that the fourth day is a Friday, so the same rate is used for Saturday and
Sunday.)

As a check, the sum of the individual interest amounts at daily rates should equal the
weighted average of the interest rates multiplied by the total number of days. In this
case, the weighted average rate over the seven days is 3.9%:

T % 3.9% x1000000
365

=$747.95
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