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Protection Buyer Protection Seller

Reference Asset

Default Swap Spread
(premium leg)

Contingent payment following a credit event
(protection leg)
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Basket 
Investor

RBS

Reference Portfolio
e.g. Coca Cola 30 bp
Hewlett Packard 29bp
Teliasonera 29bp
C. De Saint Gobain 30bp
Electricidade de Portugal 30bp

120bp paid on $10m 
until FTD or 5 yr deal
maturity whichever is first

Contingent payment
of par minus recovery on 
FTD on $10m face value
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standard deviation of delta as a fraction of delta w ith varying 
maturity for fourth to default w ith four assets w ith varying recovery 

rates (protection leg only)
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standard deviation of delta as a fraction of delta w ith varying 
maturity for fourth to default w ith four assets w ith varying recovery 
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