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Revised Black-Sholes Equation

* General form of Black — Sholes eg’n
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« 135¢ py the collateral assets 2| Ol A| (domestic currency derivatives 2| &%)
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Notations : rtOIS’D - Domestic OIS rate rtOIS’F - Foreign OIS rate
ASSELREPO _ collateral asset funding (Repo) rate b, - currency basis
1) Domestic Cash Collateral : &€ = p,015P
2) Foreign Cash Collateral : rise = rtOIS’D - b;
3) Domestic Asset Collateral : 1 3is¢ = y,255¢bRePO
4) Foreign Asset Collateral : 1€ = 015D _p, 4 ,A55€LREPO L OISE



Needs of KOFR Curve in KRW? (CD = 2|2] =X ™)

* Using IRS discount on cash collateral derivatives (CCP) ..... |::> collateral arbitrage
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