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Payoffs of floating leg at time Ti = Fi +s
Fi is reference date of floating leg
s is constant spread
ri is risk-free date
Then the swap value at both parties’ initiation is 0. Assuming that fixed and floating payments occurs at same dates
Therefore, Value to Floating (Vfloat) = Value to fixed leg (Vfix) 	
Vfloat = Vfix 
Provided that ‘C’ is the annual fixed amount and ‘c’ is the swap annual fixed rate and ‘N’ is the Notional Swap. Therefore, a semiannual payment will be given by;



Where Vfix = Vfloat = N, 

Simplified 


Given, DFi =  [i = 1…n] 

Then this is given as: 

	Replacing 2 with N, where N = frequency of swap payments semiannually. 

Therefore,
  




Q2. 





This simplified is,




	But  = s
Therefore, 
  




Part 2

Q1 

(i) MATLAB Code
Fixed semiannual swap rate

[EDFutData, textdata] = xlsread('EDdata.xls');
Settle = datenum('3-Jan-2017');
Tenor = 2;


Computing the fixed semiannual swap rate from the $/euro data

FixedSpec = liborfloat2fixed (EDFutData (:,1:3), Settle, Tenor)
FixedSpec = struct with fields:
Coupon: 0.0222
Settle: '3-Jan-2017'
Maturity: '3-Jan-2019'
Period: 3
Basis: 1

Price = liborprice(EDFutData (:,1:3), Settle, Tenor, FixedSpec.Coupon)
Price = 2.7756e-15
Price is effectively equal to 0.


(ii) 
StartDate = ['3-Jan-2017'];
Interpolation = ['3-Jan-2019'];
Basis = 1;
Spreadconstant = [0.03; 0.017];
FixedCompound = 2;
[FixedSpread, ForwardDates, ForwardRates] = ...
liborfloat2fixed (EDFutData, Settle, Tenor, StartDate, ...
Interpolation, ConvexAdj, RateParam, [], [], FixedCompound)
Q2 


              CashFlow = [2500, 2000];

              PVDates = ['03/011/2017'
                      '12/8/2013'];

              PresentVal = pvvar(CashFlow, 0.07, PVDates)

Q3.
              CashFlow = [2500, 3000];
              PVDates = ['03/011/2017'
                      '12/2/2014'];
             PresentVal = pvvar(CashFlow, 0.11, PVDates)


