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This Circular implements Article B.9 of the Rule Book and Article B.9 of the General Conditions, 
precisely defining the calculation of the Variation Margin (VM), part of the Margin that BME 
CLEARING demands for open Positions. 
 

1. Variation Margin 

The Variation Margin is defined as the variation of the Net Present Value (NPV) of a margin 

Account due to fluctuations in the zero rates since the last revaluation by BME CLEARING. It 

represents the portfolio's unrealised daily gain or loss. The Variation Margin is part of the Margin 

Amount and it is posted in cash. BME CLEARING will charge (negative VM) or credit (positive 

VM) each Clearing Member in cash for each margin account (hereinafter the “Account”) that is 

cleared, as the case may be.  

The formula for calculating the Variation Margin for an Account in a session is as follows: 

∆𝑉𝑀𝑡 = 𝑁𝑃𝑉𝑡 − 𝑁𝑃𝑉𝐿𝑎𝑠𝑡 𝑀𝐶 

Where: 

 ∆𝑉𝑀𝑡: NPV Variation  

 𝑁𝑃𝑉𝑡: NPV in Market at time of calculation. 

 𝑁𝑃𝑉𝐿𝑎𝑠𝑡 𝑀𝐶: NPV last call for updating of Variation Margin. If the Intraday VM call is the 

first call of the day, the NPV corresponds to the NPV calculated at the close of the 

immediately preceding session prior to calculation (𝑁𝑃𝑉𝐸𝑂𝐷(𝑡−1)). If it comes after an 

intraday margin call or an extraordinary prior Margin Call, this is considered the latest 

NPV. 

Providing that the Intraday VM is repaid to the Clearing Member, the VM calculated in the EOD 

process is the difference between the NPV at EOD and the NPV at the close of the immediately 

preceding session according to the following formula: 

∆𝑉𝑀𝐸𝑂𝐷 = 𝑁𝑃𝑉𝐸𝑂𝐷(𝑡) − 𝑁𝑃𝑉𝐸𝑂𝐷(𝑡−1) 

Where: 

 ∆𝑉𝑀𝐸𝑂𝐷(𝑡): NPV Variation between the close of days (t) and (t-1).  

 𝑁𝑃𝑉𝐸𝑂𝐷(𝑡): NPV at the close of day (t). 
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 𝑁𝑃𝑉𝐸𝑂𝐷(𝑡−1): NPV at the close of the preceding day (t-1). 

 

BME CLEARING will calculate the VM at the following times of the session: 

a. In the process of registering new transactions and, by default, in each curves revaluation. 

b. In the End-of-Date (EOD) process. 

c. In intraday processes (margin calls). This intraday process is described in the Circular 

Intraday Call for Variation Margin 

When calculating NPV on day t during intraday processes, BME CLEARING takes into account 

the coupons and considerations to be paid on t+1. However, when calculating NPV on day t 

during the EOD process, BME CLEARING does not take into account the coupons and any other 

considerations to be paid on t+1. 

Although VM is calculated during the EOD process, its settlement becomes effective, however, 
on t+1, as described in the Circular Clearing and Settlement. Schedules and procedures. 
 

2. PAI 

BME CLEARING collects and distributes NPV variations of transactions daily registered in the 

Clearing House through an update of the Variation Margin. To neutralise the economic effect of 

the charge or credit, BME CLEARING applies the concept known as Price Alignment Interest 

(PAI). 

The PAI is the interest amount to be paid by a Member whose NPV for their position is positive 

and paid to a Member whose NPV for their position is negative. 

BME CLEARING calculates the PAI on a daily basis in the End-of-Date process, with the NPV of 

each Account realised at t+1. The calculation is made on t, through the formula shown, although 

its settlement is effective on t+1, as described in the Circular Clearing and Settlement. Schedules 

and procedures. 

 

PAI(t) = −NPV(t−d) × ON(t−d,t) ×
𝑑

360
 

 

Where: 

 d: It is the number of days between t and the last day in which the VM was calculated 

in the EOD process. 

 NPV𝑡−𝑑: NPV of the account for date “t-d”. 

 ON(t−d,t): Last available Overnight fixing rate. BME CLEARING’s participants may 

check this information in a file. 

 


