CLAIMS

1. A computer implemented method of collateralizing counterparty credit risk, the
metho¥ comprising:

régeiving as input, by at least one computing device, data defining at least one financial
product, sal computing device comprising memory and at least one processor executing
computer-readdple instructions;

mapping, Wy the at least one computing device, the at least one financial product to at
least one risk factor;

executing, by the at least one computing device, a risk factor simulation process
involving the at least one\isk factor, said risk factor simulation process comprising a filtered
historical simulation process;

generating, by the at leaskone computing device, product profit and loss values for the at
least one financial product based on\putput from the risk factor simulation process; and

determining, by the at least o computing device, an initial margin for the at least one
financial product based on the product pro{it and loss values.
2. The method of claim 1, whein said mapping comprises identifying at least one
risk factor that affects a profitability of the at le\gt one financial product.

3. The method of claim 1, wherei)\ the risk factor simulation process further
comprises:

retrieving, by the at least one computing device om a data source, historical pricing data
for the at least one risk factor;

determining, by the at least one computing device, stiistical properties of the historical
pricing data;

identifying, by the at least one computing device, any co-8gpendencies between prices
that exist within said historical pricing data; and

generating, as said output, normalized historical pricing data bdged on said statistical
properties and said co-dependencies.

4. The method of claim 3, wherein the filtered historical sidulation process
comprises:

executing a co-variance scaled filtered historical simulation that includes:
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normalizing the historical pricing data to resemble current market volatility by
applying a scaling factor to said historical pricing data, said scaling factor reflecting the
statistical properties and co-dependencies of said historical pricing data.
The method of claim 3, wherein generating the product profit and loss values
comprises:

calculat\pg, via a pricing model embodied in the at least one computing device, one or
more forecasted pyces for the at least one financial product based on the normalized historical
pricing data input int& said pricing mode}; and

comparing each Rf said forecasted prices to a current settlement price of the at least one
financial product to deterXyine a product profit or loss value associated with each of said
forecasted prices.
6. The method of clak

sorting the product profit and\loss values, most profitable to least profitable or vice versa;

5, wherein determining the initial margin comprises:

and
selecting the product profit or Nss value among the sorted values according to a
predetermined confidence level,
wherein the selected product profit or losg value represents said initial margin.
7. The method of claim 6, wherein theXistorical pricing data comprises_pricing data
of the at least one risk factor over a period of at leagt one-thousand (1,000) days, the method
further comprising:
calculating, via said pricing model, one-thousgnd forecasted prices, each based on

the normalized pricing data pertaining to a respective o1 of the one-thousand days;
determining, by the at least one computing device\a product profit or loss value
associated with each of the one-thousand forecasted prices by\omparing each of the one-
thousand forecasted prices to a current settlement price of ti¢ at least one financial
product;
sorting, by the at least one computing device, the product proXjt and loss values
associated with each of the one-thousand forecasted prices from most pryfitable to least

profitable or vice versa; and
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identifying, by the at least one computing device, a tenth least profitable product
profit or loss value,
wherein said tenth least profitable product profit or loss value represents the initial
in, and
wherein said tenth least profitable product profit or loss value represents a ninety-
nine percgnt confidence level.
8. Ac

method comprising:

puter implemented method of collateralizing counterparty credit risk, the
receiving as input\by at least one computing device, data defining at least one financial
portfolio, the at least one Npancial portfolio comprising at least one financial product, said
computing device comprising tRemory and at least one processor executing computer-readable
instructions;
mapping, by the at least one Romputing device, the at least one financial product to at
least one risk factor;
executing, by the at least one cowaputing device, a risk factor simulation process
involving the at least one risk factor, said risK factor simulation process comprising a filtered
historical simulation process;
generating, by the at least one computing devige, product profit and loss values for the at
least one financial product based on output from the risk¥actor simulation process;
generating, by the at least one computing device, poXfolio profit and loss values for the at
least one financial portfolio based on the product profit and losy values; and
determining, by the at least one computing device, an inMjal margin for the at least one
financial portfolio based on the portfolio profit and loss values.
9. The method of claim 8, wherein said mapping comprisey, identifying at least one
risk factor that affects a probability of the at least one financial product.
10.  The method of claim 8, wherein the risk factor simulatidq process further
comprises:
retrieving, by the at least one computing device from a data source, historicaNpricing data

for the at least one risk factor;
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determining, by the at least one computing device, statistical properties of the historical
prising data;

identifying, by the at least one computing device, any co-dependencies between prices
that exis\within said historical pricing data; and

gendating, as said output, normalized historical pricing data based on said statistical
properties and Raid co-dependencies.

11.  Th] method of claim 10, wherein the filtered historical simulation process
comprises a co-variagce scaled filtered historical simulation that includes:

normalizing theVistorical pricing data to resemble current market volatility by applying a
scaling factor to said histdyical data, said scaling factor reflecting the statistical properties and
co-dependencies of said histoXcal pricing data.

12.  The method of §aim 10, wherein generating product profit and loss values
comprises:

calculating, via a pricing mod¥] embodied in the at least one computing device, one or
more forecasted prices for the at least ong financial product based on the normalized historical
pricing data input into said pricing model; a

comparing each of said forecasted pricdg to a current settlement price of the at least one
financial product to determine a product profit\or loss value associated with each of said
forecasted prices.

13. The method of claim 12, wherein the geégerating portfolio profit and loss values
comprises:

aggregating at least one respective product profit of\loss value from the at least one
financial product in said at least one financial portfolio.

14.  The method of claim 13, wherein determining the ini¥al margin comprises:

sorting the portfolio profit and loss values, most profitable 1§ least profitable or vice
versa; and

selecting the portfolio profit or loss value among the sorted valNes according to a
predetermined confidence level,

wherein the selected portfolio profit or loss value represents said initial mar}jn.
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15.  The method of claim 14, wherein the historical pricing data comprises pricing
of the at least one risk factor over a period of at least one-thousand (1,000) days and
said at least one financial portfolio comprises a plurality of financial products, the

method Ryther comprising:

values from each of the pluralitygf financial products;
sorting, by the at least one dQmputing device, the portfolio profit and loss values
from most profitable to least profitable \r vice versa; and
identifying, by the at least one comyputing device, a tenth least profitable portfolio
profit or loss value,
wherein said tenth least profitable produck profit or loss value represents the initial
margin, and
wherein the tenth least portfolio product or Idgs value represents a ninety-nine
percent confidence level.
16. A system for collateralizing counterparty credit risk, the system comprising:
at least one computing device comprising memory and at least\pne processor executing
computer-readable instructions that cause the system to:
receive as input data defining at least one financial product;
map the at least one financial product to at least one risk factor;
execute a risk factor simulation process involving the at least one risk fackr, said risk

factor simulation process comprising a filtered historical simulation process;
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generate product profit and loss values for the at least one financial product based on
outut from the risk factor simulation process; and

determine an initial margin for the at least one financial product based on the product
profit and loss values.

17.

computer-readable instructions that, when executed, cause the system to identify at least one risk

The system of claim 16, wherein the at least computing device comprises
factor that affects X profitability of the at least one financial product.

18.  The sygtem of claim 16, wherein the at least computing device is configured to:

execute the risR\factor simulation process by executing computer-readable instructions
that, when executed, cause Yhe system to:

retrieve, from a\data source, historical pricing data for the at least one risk factor;

determine statistic] properties of the historical pricing data;

identify any co-depdudencies between prices that exist within said historical
pricing data; and

generate, as said output,\normalized historical pricing data based on said
statistical properties and said co-depeddencies.

19.  The system of claim 18, whelin the filtered historical simulation process
comprises a co-variance scaled filtered historical sknulation and wherein the at least computing
device comprises computer-readable instructions that, When executed, cause the system to:

normalize, as part of said co-variance scaled filt&ed historical simulation, the historical
pricing data to resemble current market volatility by applyikg a scaling factor to said historical
pricing data, said scaling factor reflecting the statistical propeXies and co-dependencies of said
historical pricing data.

20.  The system of claim 18, wherein the at least computinddevice is configured to:

generate the product profit and loss values by executing computgr-readable instructions
that, when executed, cause the system to:

calculate, via a pricing model embodied in the at least one comRguting device, one
or more forecasted prices for the at least one financial product based on

historical pricing data input into said pricing model; and
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compare each of said forecasted prices to a current settlement price of the at least
one financial product to determine a product profit or loss value associated with each of
said forecasted prices.
The system of claim 20, wherein the at least one computing device is configured
to:

determyjne the initial margin by executing computer-readable instructions that, when
executed, cause the system to:

sort the product profit and loss values, most profitable to least profitable or vice
versa; and

select the pyoduct profit or loss value among the sorted values according to a
predetermined confiddqce level,

wherein the selec¥¢d product profit or loss value represents said initial margin.

22.  The system of claim\} 1, wherein the historical pricing data comprises pricing data
of the at least one risk factor over a peNod of at least one-thousand (1,000) days, said at least one
computing device executing computer-d¢adable instructions that, when executed, cause the
system to:

calculate, via said pricing modey, one-thousand forecasted prices, each based on
the normalized pricing data pertaining to a ¥espective one of the one-thousand days;

determine a product profit or loss validg associated with each of the one-thousand
forecasted prices by comparing each of the oneNhousand forecasted prices to a current
settlement price of the at least one financial product)

sort the product profit and loss values associated with each of the one-thousand
forecasted prices from most profitable to least profitable o\vice versa; and

identify a tenth least profitable product profit or loss vglue,

wherein said tenth least profitable product profit or loss ¥glue represents the initial
margin, and

wherein said tenth least profitable product profit or loss value
nine percent confidence level.

23. A system for collateralizing counterparty credit risk, the system com
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at least one computing device comprising memory and at least one processor executing
puter-readable instructions that cause the system to:
receive as input data defining at least one financial portfolio, the at least one financial
portfoli\ comprising at least one financial product;
maR, the at least one financial product to at least one risk factor;
a risk factor simulation process involving the at least one risk factor, said risk
factor simulatiod\process comprising a filtered historical simulation process;
generate pradduct profit and loss values for the at least one financial product based on
output from the risk fagtor simulation process;
generate portfolio\profit and loss values for the at least one financial portfolio based on
the product profit and loss vslues; and
determine an initial maxgin for the at least one financial portfolio based on the portfolio
profit and loss values.
24.  The system of claim X3, wherein the at least one computing device is configured
to map the at least one financial prodyct to at least one risk factor by executing computer-
readable instructions that, when executed, Xause the system to identify at least one risk factor that
affects a probability of the at least one financkl product.
25.  The system of claim 23, whereil\the at least one computing device is configured
to:
execute the risk factor simulation process by\executing computer-readable instructions
that, when executed, cause the system to:
retrieve from a data source historical pricing {ata for the at least one risk factor;
determine statistical properties of the historical Jicing data;
identify any co-dependencies between prices thgt exist within said historical
pricing data; and
generate, as said output, normalized historical priclyg data based on said
statistical properties and said co-dependencies.
26.  The system of claim 25, wherein the filtered historical \§imulation process

comprises a co-variance scaled filtered historical simulation process and wherelg the at least one
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computing device is configured to execute the co-variance scaled filtered historical simulation
piQcess by executing computer-readable instructions that, when executed, cause the system to:

normalize the historical pricing data to resemble current market volatility by applying a
scaling\factor to said historical data, said scaling factor reflecting the statistical properties and
co-dependgncies of said historical pricing data.

27. \ The system of claim 25, wherein the at least one computing device is configured
to:

generate preduct profit and loss values by executing computer-readable instructions that,
when executed, causeéxthe system to:

calculate,\via a pricing model embodied in the at least one computing device, one
or more forecasted yrices for the at least one financial product based on the normalized
historical pricing data Ygput into said pricing model; and

compare each of %id forecasted prices to a current settlement price of the at least
one financial product to detgrmine a product profit or loss value associated with each of
said forecasted prices.

28.  The system of claim 27, wherein the at least one computing device is configured
to generate portfolio profit and loss valuey by executing computer-readable instructions that,
when executed, cause the system to aggregate'jt least one respective product profit or loss value
from the at least one financial product in said at léast one financial portfolio.

29.  The system of claim 28, wherein the\at least one computing device is configured

to:

determine the initial margin by executing computer-readable instructions that, when
executed, cause the system to:
sort the portfolio profit and loss values, most prafitable to least profitable or vice

versa; and
select the portfolio profit or loss value among the sted values according to a
predetermined confidence level,
wherein the selected portfolio profit or loss value represents\gaid initial margin.

30.  The system of claim 29, wherein the historical pricing data co

of the at least one risk factor over a period of at least one-thousand (1,000) days
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¢ least one financial portfolio comprises a plurality of financial products, the at least one

to a respective\one of the one-thousand days;

determine\pne-thousand product profit or loss values for each of the plurality of financial
products by comparlyg the forecasted prices associated each of the plurality of financial products
to a respective current d¢ttlement price;

determine one-thoNsand portfolio profit or loss values by aggregating a respective one of
the one-thousand product pro{it or loss values from each of the plurality of financial products;

sort the portfolio profit\and loss values from most profitable to least profitable or vice
versa; and

identify a tenth least profitablaportfolio profit or loss value,

wherein said tenth least profitable product profit or loss value represents the initial
margin, and

wherein the tenth least portfolio prodyct or loss value represents a ninety-nine percent

confidence level.




CLAIMS

1. A computer implemented method of collateralizing counterparty credit risk, the
method comprising:

receiving as input, by at least one computing device, data defining at least one financial
product from at least one first computerized data source, said computing device comprising
memory and at least one processor executing computer-readable instructions;

mapping, by the at least one computing device, the at least one financial product to at
least one risk factor;

retrieving, by the at least one computing device from at least one second computerized
data source, historical pricing data for the at least one risk factor;

executing, by the at least one computing device, a risk factor simulation process
involving the at least one risk factor, said risk factor simulation process comprising a filtered
historical simulation process;

generating, by the at least one computing device, product profit and loss values for the at
least one financial product based on output from the risk factor simulation process; and

determining, by the at least one computing device, an initial margin for the at least one
financial product based on the product profit and loss values.

2. The method of claim 1, wherein said mapping comprises identifying at least one
risk factor that affects a profitability of the at least one financial product.

3. The method of claim 1, wherein the risk factor simulation process further
comprises:

determining, by the at least one computing device, statistical properties of the historical
pricing data;

identifying, by the at least one computing device, any co-dependencies between prices
that exist within said historical pricing data; and

generating, as said output, normalized historical pricing data based on said statistical
properties and said co-dependencies.

4, The method of claim 3, wherein the filtered historical simulation process
comprises:

executing a co-variance scaled filtered historical simulation that includes:
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normalizing the historical pricing data to resemble current market volatility by
applying a scaling factor to said historical pricing data, said scaling factor reflecting the
statistical properties and co-dependencies of said historical pricing data.

5. The method of claim 3, wherein generating the product profit and loss values
comprises:

calculating, via a pricing model embodied in the at least one computing device, one or
more forecasted prices for the at least one financial product based on the normalized historical
pricing data input into said pricing model; and

comparing each of said forecasted prices to a current settlement price of the at least one
financial product to determine a product profit or loss value associated with each of said
forecasted prices.

6. The method of claim 5, wherein determining the initial margin comprises:

sorting the product profit and loss values, most profitable to least profitable or vice versa;
and

selecting the product profit or loss value among the sorted values according to a
predetermined confidence level,

wherein the selected product profit or loss value represents said initial margin.

7. The method of claim 6, wherein the historical pricing data comprises pricing data
of the at least one risk factor over a period of at least one-thousand (1,000) days, the method
further comprising:

calculating, via said pricing model, one-thousand forecasted prices, each based on
the normalized pricing data pertaining to a respective one of the one-thousand days;

determining, by the at least one computing device, a product profit or loss value
associated with each of the one-thousand forecasted prices by comparing each of the one-
thousand forecasted prices to a current settlement price of the at least one financial
product;

sorting, by the at least one computing device, the product profit and loss values
associated with each of the one-thousand forecasted prices from most profitable to least
profitable or vice versa; and

identifying, by the at least one computing device, a tenth least profitable product

profit or loss value,
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wherein said tenth least profitable product profit or loss value represents the initial
margin, and
wherein said tenth least profitable product profit or loss value represents a ninety-

nine percent confidence level.

8. A computer implemented method of collateralizing counterparty credit risk, the
method comprising:

receiving as input, by at least one computing device, data defining at least one financial
portfolio from at least one first computerized data source, the at least one financial portfolio
comprising at least one financial product, said computing device comprising memory and at least
one processor executing computer-readable instructions;

mapping, by the at least one computing device, the at least one financial product to at
least one risk factor;

retrieving, by the at least one computing device from at least one second computerized
data source, historical pricing data for the at least one risk factor;

executing, by the at least one computing device, a risk factor simulation process
involving the at least one risk factor, said risk factor simulation process comprising a filtered
historical simulation process;

generating, by the at least one computing device, product profit and loss values for the at
least one financial product based on output from the risk factor simulation process;

generating, by the at least one computing device, portfolio profit and loss values for the at
least one financial portfolio based on the product profit and loss values; and

determining, by the at least one computing device, an initial margin for the at least one
financial portfolio based on the portfolio profit and loss values.

9. The method of claim 8, wherein said mapping comprises identifying at least one
risk factor that affects a probability of the at least one financial product.

10.  The method of claim 8, wherein the risk factor simulation process further
comprises:

determining, by the at least one computing device, statistical properties of the historical
pricing data;

identifying, by the at least one computing device, any co-dependencies between prices

that exist within said historical pricing data; and
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generating, as said output, normalized historical pricing data based on said statistical
properties and said co-dependencies.

11.  The method of claim 10, wherein the filtered historical simulation process
comprises a co-variance scaled filtered historical simulation that includes:

normalizing the historical pricing data to resemble current market volatility by applying a
scaling factor to said historical data, said scaling factor reflecting the statistical properties and
co-dependencies of said historical pricing data.

12. The method of claim 10, wherein generating product profit and loss values
comprises:

calculating, via a pricing model embodied in the at least one computing device, one or
more forecasted prices for the at least one financial product based on the normalized historical
pricing data input into said pricing model; and

comparing each of said forecasted prices to a current settlement price of the at least one
financial product to determine a product profit or loss value associated with each of said
forecasted prices.

13.  The method of claim 12, wherein the generating portfolio profit and loss values
comprises:

aggregating at least one respective product profit or loss value from the at least one
financial product in said at least one financial portfolio.

14.  The method of claim 13, wherein determining the initial margin comprises:

sorting the portfolio profit and loss values, most profitable to least profitable or vice
versa; and

selecting the portfolio profit or loss value among the sorted values according to a
predetermined confidence level,

wherein the selected portfolio profit or loss value represents said initial margin.

15.  The method of claim 14, wherein the historical pricing data comprises pricing
data of the at least one risk factor over a period of at least one-thousand (1,000) days and
wherein said at least one financial portfolio comprises a plurality of financial products, the

method further comprising:
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calculating, via said pricing model, one-thousand forecasted prices for each of the
plurality of financial products, said forecasted prices each based on the normalized
pricing data pertaining to a respective one of the one-thousand days;

determining, by the at least one computing device, one-thousand product profit or
loss values for each of the plurality of financial products by comparing the forecasted
prices associated each of the plurality of financial products to a respective current
settlement price;

determining, by the at least one computing device, one-thousand portfolio profit
or loss values by aggregating a respective one of the one-thousand product profit or loss
values from each of the plurality of financial products;

sorting, by the at least one computing device, the portfolio profit and loss values
from most profitable to least profitable or vice versa; and

identifying, by the at least one computing device, a tenth least profitable portfolio
profit or loss value,

wherein said tenth least profitable product profit or loss value represents the initial
margin, and

wherein the tenth least portfolio product or loss value represents a ninety-nine
percent confidence level.
16. A system for collateralizing counterparty credit risk, the system comprising:

at least one computing device comprising memory and at least one processor executing

computer-readable instructions that cause the system to:

receive as input, from at least one first computerized data source, data defining at least

one financial product;

map the at least one financial product to at least one risk factor;

retrieve, from at least one second computerized data source, historical pricing data for the

at least one risk factor;

execute a risk factor simulation process involving the at least one risk factor, said risk

factor simulation process comprising a filtered historical simulation process;

generate product profit and loss values for the at least one financial product based on

output from the risk factor simulation process; and
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determine an initial margin for the at least one financial product based on the product
profit and loss values.

17. The system of claim 16, wherein the at least computing device comprises
computer-readable instructions that, when executed, cause the system to identify at least one risk
factor that affects a profitability of the at least one financial product.

18. The system of claim 16, wherein the at least computing device is configured to:

execute the risk factor simulation process by executing computer-readable instructions
that, when executed, cause the system to:

determine statistical properties of the historical pricing data;

identify any co-dependencies between prices that exist within said historical
pricing data; and

generate, as said output, normalized historical pricing data based on said
statistical properties and said co-dependencies.

19.  The system of claim 18, wherein the filtered historical simulation process
comprises a co-variance scaled filtered historical simulation and wherein the at least computing
device comprises computer-readable instructions that, when executed, cause the system to:

normalize, as part of said co-variance scaled filtered historical simulation, the historical
pricing data to resemble current market volatility by applying a scaling factor to said historical
pricing data, said scaling factor reflecting the statistical properties and co-dependencies of said
historical pricing data.

20.  The system of claim 18, wherein the at least computing device is configured to:

generate the product profit and loss values by executing computer-readable instructions
that, when executed, cause the system to:

calculate, via a pricing model embodied in the at least one computing device, one
or more forecasted prices for the at least one financial product based on the normalized
historical pricing data input into said pricing model; and

compare each of said forecasted prices to a current settlement price of the at least
one financial product to determine a product profit or loss value associated with each of
said forecasted prices.

21.  The system of claim 20, wherein the at least one computing device is configured

to:
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determine the initial margin by executing computer-readable instructions that, when
executed, cause the system to:
sort the product profit and loss values, most profitable to least profitable or vice
versa; and
select the product profit or loss value among the sorted values according to a
predetermined confidence level,
wherein the selected product profit or loss value represents said initial margin.

22.  The system of claim 21, wherein the historical pricing data comprises pricing data
of the at least one risk factor over a period of at least one-thousand (1,000) days, said at least one
computing device executing computer-readable instructions that, when executed, cause the
system to:

calculate, via said pricing model, one-thousand forecasted prices, each based on
the normalized pricing data pertaining to a respective one of the one-thousand days;

determine a product profit or loss value associated with each of the one-thousand
forecasted prices by comparing each of the one-thousand forecasted prices to a current
settlement price of the at least one financial product;

sort the product profit and loss values associated with each of the one-thousand
forecasted prices from most profitable to least profitable or vice versa; and

identify a tenth least profitable product profit or loss value,

wherein said tenth least profitable product profit or loss value represents the initial
margin, and

wherein said tenth least profitable product profit or loss value represents a ninety-
nine percent confidence level.

23. A system for collateralizing counterparty credit risk, the system comprising:

at least one computing device comprising memory and at least one processor executing
computer-readable instructions that cause the system to:

receive as input, from at least one first computerized data source, data defining at least
one financial portfolio, the at least one financial portfolio comprising at least one financial
product;

map the at least one financial product to at least one risk factor;
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retrieve, from at least one second computerized data source, historical pricing data for the
at ]east one factor;

execute a risk factor simulation process involving the at least one risk factor, said risk
factor simulation process comprising a filtered historical simulation process;

generate product profit and loss values for the at least one financial product based on
output from the risk factor simulation process;

generate portfolio profit and loss values for the at least one financial portfolio based on
the product profit and loss values; and

determine an initial margin for the at least one financial portfolio based on the portfolio
profit and loss values.

24.  The system of claim 23, wherein the at least one computing device is configured
to map the at least one financial product to at least one risk factor by executing computer-
readable instructions that, when executed, cause the system to identify at least one risk factor that
affects a probability of the at least one financial product.

25.  The system of claim 23, wherein the at least one computing device is configured
to:

execute the risk factor simulation process by executing computer-readable instructions
that, when executed, cause the system to:

determine statistical properties of the historical pricing data;

identify any co-dependencies between prices that exist within said historical
pricing data; and

generate, as saild output, normalized historical pricing data based on said
statistical properties and said co-dependencies.

26.  The system of claim 25, wherein the filtered historical simulation process
comprises a co-variance scaled filtered historical simulation process and wherein the at least one
computing device is configured to execute the co-variance scaled filtered historical simulation
process by executing computer-readable instructions that, when executed, cause the system to:

normalize the historical pricing data to resemble current market volatility by applying a
scaling factor to said historical data, said scaling factor reflecting the statistical properties and

co-dependencies of said historical pricing data.
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27.  The system of claim 25, wherein the at least one computing device is configured
to:

generate product profit and loss values by executing computer-readable instructions that,
when executed, cause the system to:

calculate, via a pricing model embodied in the at least one computing device, one
or more forecasted prices for the at least one financial product based on the normalized
historical pricing data input into said pricing model; and

compare each of said forecasted prices to a current settlement price of the at least
one financial product to determine a product profit or loss value associated with each of
said forecasted prices.

28.  The system of claim 27, wherein the at least one computing device is configured
to generate portfolio profit and loss values by executing computer-readable instructions that,
when executed, cause the system to aggregate at least one respective product profit or loss value
from the at least one financial product in said at least one financial portfolio.

29. The system of claim 28, wherein the at least one computing device is configured
to:

determine the initial margin by executing computer-readable instructions that, when
executed, cause the system to:

sort the portfolio profit and loss values, most profitable to least profitable or vice
versa; and

select the portfolio profit or loss value among the sorted values according to a
predetermined confidence level,

wherein the selected portfolio profit or loss value represents said initial margin.

30.  The system of claim 29, wherein the historical pricing data comprises pricing data
of the at least one risk factor over a period of at least one-thousand (1,000) days and wherein said
at least one financial portfolio comprises a plurality of financial products, the at least one
computing device executing computer-readable instructions that, when executed, cause the
system to:

calculate, via said pricing model, one-thousand forecasted prices for each of the plurality
of financial products, said forecasted prices each based on the normalized pricing data pertaining

to a respective one of the one-thousand days;

79



determine one-thousand product profit or loss values for each of the plurality of financial
products by comparing the forecasted prices associated each of the plurality of financial products
to a respective current settlement price;

determine one-thousand portfolio profit or loss values by aggregating a respective one of
the one-thousand product profit or loss values from each of the plurality of financial products;

sort the portfolio profit and loss values from most profitable to least profitable or vice
versa; and

identify a tenth least profitable portfolio profit or loss value,

wherein said tenth least profitable product profit or loss value represents the initial
margin, and

wherein the tenth least portfolio product or loss value represents a ninety-nine percent

confidence level.
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