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Chapter 1

Getting started

1.1 Introduction

QuantLib (http://quantlib.org/)is a C++ library for financial quantitative analysts and devel-
opers.

QuantLib is Non-Copylefted Free Software released under the modified BSD License. It is also
OSI Certified Open Source Software. OSI Certified is a certification mark of the Open Source
Initiative.

QuantLib is free software and you are allowed to use, copy, modify, merge, publish, distribute,
and/or sell copies of it under the conditions stated in the QuantLib License.

QuantLib and its documentation are distributed in the hope that they will be useful, but WITH-
OUT ANY WARRANTY; without even the implied warranty of MERCHANTABILITY or FITNESS
FOR A PARTICULAR PURPOSE. See the QuantLib License for more details.

1.1.1 Disclaimer

At this time, this documentation is widely incomplete and must be regarded as a work in progress.
Contributions are welcome.


http://quantlib.org/

2 Getting started

1.2 Project overview

The QuantLib project is at this time in beta status.
The following list is a (possibly outdated) overview of the existing code base.

The QuantLib-users and QuantLib-dev mailing lists are the preferred forum for proposals,
suggestions and contributions regarding the future development of the library.

Date, calendars, and day count conventions

e Date class.

o Weekday, month, frequency, time unit enumerations.

e Period class (eg. 1y, 30d, 2m, etc.)

e IMM calculation.

e More than 30 business calendars.

e NullCalendar (no holidays) for theoretical calculations.

e Joint calendars made up as holiday union or intersection of base calendars.

e Rolling conventions: Preceding, ModifiedPreceding, Following, Modified Following, Mon-
thEndReference.

e Schedule class for date stream generation.

e Day count conventions: Actual360, Actual365Fixed, ActualActual (Bond, ISDA, AFB),
30/360 (US, European, Italian), 1/1.

To do:

o Differentiate more calendars depending on exchange besides country.

e enable business day calculation in addition to calendar days calculation in Day-
Counter::daycount(). See DayTypeEnum in FpML.

Math

e Linear, log-linear, and cubic spline interpolation.

e Primitive, first and second derivative functions of cubic and linear interpolators.

e Cubic spline end conditions: first derivative value, second derivative value, not-a-knot.
e Monotone cubic spline with Hyman non-restrictive filter.

e Bicubic spline and bilinear interpolations.

e N-dimensional cubic spline interpolation.

e Normal and cumulative normal distributions.

e Inverse cumulative normal distribution: Moro and Acklam approximations.

e Bivariate cumulative normal distribution.

e Binomial coefficients, binomial distribution, cumulative binomial distribution, and Peizer-
Pratt inversion (method 2.)
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e Chi square and non-central chi square distributions.

o Beta functions.

e Poisson and cumulative Poisson distributions.

¢ Incomplete gamma functions.

e Gamma distribution.

e Factorials.

o Integration algorithms: segment, trapezoid, mid-point trapezoid, Simpson, Gauss-Kronrod.
e Error function.

e General 1-D statistics: mean, variance, standard deviation, skewness, kurtosis, error esti-
mation, min, max.

e Multi-dimensional (sequence) statistics: all the 1-D methods plus covariance, correlation,
L2-discrepancy calculation, etc.

e Risk measures for Gaussian and empirical distributions: semi-variance, regret, percentile,
top percentile, value-at-risk, upside potential, shorfall, average shorfall, expected shortfall.

e Array and matrix classes for algebra.

e Singular value decomposition.

e Eigenvalues, eigenvectors for symmetric matrices.
e Cholesky decomposition.

e Schur decomposition.

e Spectral rank-reduced square root, spectral pseudo-square root.
To do:

e Periodic and Lagrange end conditions for cubic spline.

e Implement convexity-preserving filter for cubic spline.

e Log-linear interpolator primitive, first and second derivative functions.
e Revise end conditions for bicubic and N-dimensional spline.

o Trivariate and multi-variate distribution, see Genz, A. (1992) ‘Numerical Computation of
the Multivariate Normal Probabilities’, ]. Comput. Graph. Stat. 1, pp. 141-150.

e Hypersphere decomposition, Higham algorithm for pseudo-square root.
e interface with GALib (genetic algorithm)
e Add COOOL algorithms

e Histogram class
1-dimensional solvers

e Bisection, false position, Newton, bounded Newton, Ridder, secant, Brent.
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To do:
e Clean up the interface so that it is clear whether the accuracy is specified for x or f(x).
Optimization

o Conjugate gradient, simplex, steepest descent, line search, Armijo line search, least squares.

o Constrained (positive, boundary, etc.) and unconstrained optimization
Random-number generation

e Uniform pseudo-random sequences: Knuth, L’Ecuyer, Mersenne twister.

e Uniform quasi-random (low-discrepancy) sequences: Halton, Faure, Sobol up to dimension
21,200 (8,129,334 if you really want) with unit, Jackel, Bradley-Fox, and Lemieux-Cieslak-
Luttmer initialization numbers.

e Randomized quasi-random sequences (in progress)
e Randomized (shifted) low-discrepancy sequences.
e Primitive polynomials modulo 2 up to dimension 18 (available up to dimension 27)

e Gaussian random numbers from uniform random numbers using different algorithms:
central limit theorem, Box-Muller, inverse cumulative (Moro and Acklam algorithms)

Patterns
e Bridge, composite, lazy object, observer/observable, singleton, strategy, visitor.
Finite differences

e Mixed theta, implicit, explicit, and Crank-Nicolson 1-dimensional schemes.
e Differential operators: Dy, D, D_, D,D_.

e Shout, Bermudan and American exercises.
To do:

e Richardson extrapolation

e Introduce variable theta schemes.

e Introduce multi time-level schemes.

e Enable different solvers (SOR, etc.)

e Extend to time-dependant parameters.
e Extend to local volatility.

e Two-dimension schemes.

e Improve boundary conditions.

e Use Discretised Asset instead of array?
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1.2 Project overview 5

Use TimeGrid

Use assetGrid

Handle barrier specification

Handle variable asset step size

Check (and improve) vega, rho, dividendRho greeks, solving their own equations
Lattices

e Binomial trees: Cox-Ross-Rubinstein, Jarrow-Rudd, additive equiprobabilities, Trigeorgis,
Tian, Leisen-Reimer.

e Trinomial (interest-rate) tree.
e Discretized asset.

e Richardson extrapolation
To do:

e Merge finite differences with the lattice framework. Use same rollback scheme.
e Trinomial trees
e Implied trinomial trees

e Calculate binomial tree greeks
Monte Carlo

e One-factor and multi-factor path classes.

Path-generator classes: incremental and Brownian-bridge one-factor path generation, in-
cremental multi-factor path generation.

General-purpose Monte Carlo model based on traits for path samples.

Antithetic variance-reduction technique.

Control variate technique.
To do:

e Greeks calculation.

o Allow easier selection between Incremental/BrownianBridge path generation.

Review Monte Carlo engine for american options.

Review multi-factor Monte Carlo simulation.

Predictor-corrector scheme.

o Add Milstein scheme.

Add Martingale control variate.
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Batch samples as N=n_batches*batch_size, and exploit it for randomized low discrepancy
sequences (RQMC)

Pricing engines

Analytic Black formula (plus greeks) for different payoffs.

Analytic formula for American-style digital options with payoff at expiry.
Analytic formula for American-style digital options with payoff at hit.
Monte Carlo simulation base engine.

Lattice short rate model base engine.

Engines for options described by "vanilla" set of parameters: analytic digital American, ana-
lytic discrete-dividend European, analytic European, Barone-Adesi and Whaley approxima-
tion for American, Ju approximation for American, binomial (Cox-Ross-Rubinstein, Jarrow-
Rudd, additive equiprobabilities, Trigeorgis, Tian, Leisen-Reimer), Bjerksund and Stens-
land approximation for American, integral European, Merton 76 jump-diffusion, Monte
Carlo digital, Monte Carlo European, Bates and Heston models, finite-difference European,
Bermudan and American.

Engines for options described by "barrier" set of parameters: analytic down/up in/out,
Monte Carlo down/up in/out

Engines for Asian options: analytic discrete geometric average-price, analytic continuous
geometric average-price, Monte Carlo discrete arithmetic average-price, Monte Carlo dis-
crete geometric average-price.

Engines for options described by "cliquet” set of parameters: analytic, analytic performance.
Forward and forward-performance compound engines.

Quanto compound engine.

Quanto-forward and Quanto-forward-performance compound engines.

Basket engine: analytic Stulz engine for max/min on two assets, Monte Carlo engine (in
progress).

Black model base class for vanilla interest rate derivatives
Cap/floor pricing engines: analytic Black model, analytic affine models, tree based engine.

Swaption pricing engines: analytic Black model, analytic affine models (Jamshidian), tree
based engine.

To do:

Add the trigger level Touch/NoTouch specification for American-style digitals.

More vanilla engines: Roll-Geske-Whaley American Call, Geske-Johnson American Put,
finite differences, Edgeworth expansion binomial tree, etc.

Merge NesQuant SJD engine (http://www.nielses.dk/quantlib/nesquant/)
Continuous geometric average-strike.

Ensure all path-dependent options allow for evaluation with collected past observations.
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e Define dividendRho for discrete dividends.
Pricers

e Cliquet option

e Analytic discrete geometric average-price option (European exercise).
e Analytic discrete geometric average-strike option (European exercise).
e Monte Carlo cliquet option.

e Monte Carlo discrete arithmetic average-price option.

e Monte Carlo discrete arithmetic average-strike option.

e Monte Carlo Everest option.

e Monte Carlo Himalaya option.

e Monte Carlo max basket option.

e Monte Carlo pagoda option.

e Monte Carlo forward performance option.
Financial Instruments

o Instrument base class: npv(), isExpired(), etc.
e Interest-rate swap.

e Swaption.

e Cap/floor.

e Zero-coupon, fixed-rate coupon, and floating-rate coupon bond.
¢ Convertible bond.

e Stock.

e One-asset option base class.

e Asian option.

e Barrier option.

e Cliquet option.

e Forward vanilla option.

e Quanto vanilla option.

e Quanto-forward vanilla option.

e Vanilla option.

e Multi-asset option base class.

e Basket option.

e More...
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8 Getting started

Yield term structures

e Term structure common interface.

o Term structure classes based on discount, zero, or forward underlying description.
e Term structure based on linear interpolation of zero yields.

e Term structure based on log-linear interpolation of discounts.

e Term structure based on constant flat forward.

e Term structure based on piecewise-constant flat forwards with libor-futures-swap boot-
strapping algorithm.

e Spreaded term structures.

e Forward-date implied term structure.
To do:

e Future convexity adjustment

e End of year effect
Volatility

o Interface for cap/floor Black volatility term structures (unstable).

o Interface for swaption Black volatility term structures (unstable).

o Interface for equity Black volatility term structures based on volatility or variance underlying
description: constant, time-dependant curve, time-strike surface, forward date implied term

structure.

o Interface for equity local volatility term structures: constant, time-dependant curve, time-
asset level surface (Gatheral’s formula).

To do:
e Fix implementation of Gatheral’s formula for local volatility.
Short rate models

e Single factor models: Hull-White, Black-Karasinski, Vasichek (untested), CIR (untested),
Extended CIR (untested).

e Two factor models: G2 (untested).

Credit derivatives

To do:

e everything.
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Test suite

Implemented by means of the Boost unit-test framework. More than 270 automated tests. A
semi-automatically-generated list is available in chapter 13.

To do:

e Add covariance/correlation test for SequenceStatistics.

e Increase coverage.
Miscellanea

¢ Index classes for handling of fixed-income libor indexes (fixings, forecasting, etc.)
e Cash-flow class.

e Currency class and enumeration.

e Money class with automatic exchange-rate capabilities.

e Output data formatters: long integers, Ordinal numerals, power of two, exponential, fixed
digit, sequences, dates, etc.

e Input data parsers.

e Error classes and error handling.

e Exercise classes: European, Bermudan, American

e Payoff classes: plain, gap, asset-or-nothing, cash-or-nothing

e Grid classes for handling of equally and unequally spaced grids.
e History class for handling of historical data.

e Quote class for mutable data.

e Null types.

e User-configurable flag to disable usage of deprecated classes.
To do:

e Implement currency as per OMG definition
Documentation

e Documentation automatically generated with Doxygen (html, PDF, ps, WinHelp, man
pages)

To do:

e Add a "Getting started" page to the site

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



10 Getting started

1.3 Where to get QuantLib

1.3.1 QuantLib releases

Source code, documentation, modules, etc. of current and previous QuantLib releases can be
downloaded from http://quantlib.org/download.shtml

1.3.2 Current CVS snapshot

Instructions for anonymous CVS access are available at http://quantlib.org/cvs.shtml

Access to the CVS repository is intended mainly for developers and is not recommended to end
users which should download the latest stable release instead.
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1.4 Installation

Before installing QuantLib, make sure that you have a working Boost installation; see
http://www.boost.org/more/getting_started.html for instructions. Boost 1.31 or later is re-
quired; Boost 1.33 is suggested.

1.4.1 Linux/Unix/Mac OS X/Cygwin

A tarball of the source distribution is available from
http://quantlib.org/download. shtml

After uncompressing the sources:
1. ‘cd’ to the QuantLib directory and type ‘./configure” to configure the package for your
system; see the User configuration section for configuration options.
2. Type ‘make’ to compile the package.

3. Type ‘make install’ to install the library. This might require administrative privileges.

1.4.2 Win32

An installer for the source distribution is available at
http://quantlib.org/download. shtml

Before compiling the library, you might want to edit the file "ql/userconfig.hpp"; see the User
configuration section for details.

Projects files are supplied for building the library with Microsoft Visual C++ 7.1 and 8.0 and with
Dev-C++.
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1.5 User configuration

A number of macros is provided for user configuration. Defining or undefining such macros
triggers variations in some library functionality.

Under a Linux/Unix system, they are (un)set by configure; run

./configure --help

for a list of corresponding command-line options.

Under a Windows system, they must be (un)defined by editing the file <ql/userconfig.hpp> and
commenting or uncommenting the relevant lines.

Such macros include:

#define QL_ERROR_FUNCTIONS

If defined, function information is added to the error messages thrown by the library. Undefined
by default.

#define QL_ERROR_LINES

If defined, file and line information is added to the error messages thrown by the library. Unde-
fined by default.

#define QL_ENABLE_TRACING

If enabled, tracing messages might be emitted by the library depending on run-time settings.
Enabling this option can degrade performance. Undefined by default.

#define QL_NEGATIVE_RATES

If defined, negative yield rates are allowed in a few places where they are currently forbidden. It
is still not clear whether this is safe. Undefined by default.

#define QL_EXTRA_SAFETY_CHECKS

If defined, extra run-time checks are added to a few functions. This can prevent their inlining and
degrade performance. Undefined by default.

#define QL_TODAYS_PAYMENTS

If undefined (the default,) payments are considered to be settled at the beginning of the day.
Therefore, payments occurring at today’s date are not included in the NPV of an instrument.

#define QL_DISABLE_DEPRECATED
If defined, deprecated code will not be included in the library. Undefined by default.

#define QL_USE_INDEXED_COUPON
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If defined, indexed coupons (see the documentation) are used in floating legs. If undefined (the
default), par coupons are used.

#define QL_ENABLE_SESSIONS

If defined, singletons will return different instances for different sessions. You will have to
provide and link with the library a sessionld() function in namespace QuantLib, returning a
different session id for each session.
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1.6 Usage

To use QuantLib classes in your own code just add

#include <ql/quantlib.hpp>

at the beginning of your source/header files. Depending on the number of your files in your
project, this could cause a large increase in compilation time. If this were not acceptable, collective
headers are also available for smaller parts of the library; in particular, each subdirectory of the q1
directory contains a file all.hpp which makes available all classes and function in the respective
subdirectory.

Under the Examples folder you can find examples of QuantLib usage, including input files for
automake and makefiles for the Borland free compiler and Microsoft Visual C++. For the latter,
project files are also available.

1.6.1 Microsoft Visual C++
A few suggestions for Visual C++ users wanting to use QuantLib into their own application:

1. you won't have to explicitly link your application to the QuantLib library. This is done
automatically by compiler directives embedded in the sources.

2. Your project must be compiled with the same options that were used in compiling the
QuantLib library you're linking with, namely,

e Property Pages -> C/C++ -> Code Generation -> Runtime Library: select the appro-
priate run-time library.

e Property Pages -> C/C++ -> Code Generation -> Basic Runtime Checks: select "Both
(/RTC1, equiv. to /RTCsu)".
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1.7 Version history

Release 0.8.1 - June 2007
PORTABILITY

e Version 0.8.1 adds support for Boost 1.34 on Linux systems. If you are using version 0.8.0
on Windows systems, you do not need this upgrade.

Release 0.8.0 - May 30th, 2007
PORTABILITY

e Version 0.8.0 is the last QuantLib release to support the Metrowerks CodeWarrior compiler
(which was discountinued by Metrowerks.) If you use such compiler and want support to
continue, you can volunteer for maintaining the necessary patches: contact the QuantLib
developers for information.

SOURCE TREE
e Files and folders in the source tree have been reorganized (hopefully for th ebetter.) If you
only included <ql/quantlib.hpp>, all changes were taken care of for you. if you included
specific headers, you might want to check its current location; in particular, all folder names
are now lowercase.
CALENDARS
e Added 2007 holidays for Indonesia, Saudi Arabia, and South Korea calendars.
CASH FLOWS
o Added floater range-accrual coupons.
INDEXES
e Added EuriborSwapFixB family.

INSTRUMENTS

o Added capped/floored floating-rate bond. It can also be used for reverse floaters.
e Added delta, gamma and theta to binomial option engines (thanks to Steve Cook.)

e Refactored basket engines to allow for more payoffs.
LIBOR MARKET MODEL

o This release includes an experimental implementation of a Libor market model developed
with Mark Joshi. Improvements since release 0.4.0 include normal forward-rate market
model, lognormal CMS market model, lognormal coterminal-swap market model, and cal-
ibration to caplets and coterminal swaptions. The interface of the model and its integration
with the bulk of the library are still in development.

MATH
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e Adaptive Gauss-Kronrod integration added.
e Added Higham's nearest correlation matrix method (thanks to Neil Firth)

e Refactored optimization framework.
PROCESSES

e Added new discretization schema to Heston process.
UTILITIES

e The Handle class was split into RelinkableHandle (behaving like the old Handle class) and
Handle (which is notified when its copies are relinked, but cannot itself be relinked.) The
former can safely be returned from inspectors.

Release 0.4.0 - February 20th, 2007
PORTABILITY

e Starting with release 0.4.0, the Borland free compiler 5.5 and Microsoft Visual C++ 6.0 are
no longer supported. If you use one of these compilers and want support to continue, you
can volunteer for maintaining the necessary patches: contact the QuantLib developers for
information.

CALENDARS
e Added 2007 holidays for Hong Kong, India, Singapore, and Taiwan exchanges.
LIBOR MARKET MODEL

o This release includes an experimental implementation of a Libor market model developed
with Mark Joshi. Improvements since release 0.3.14 include the use of quasi-random number
generators and the calculation of Greeks and of upper bounds for instruments with early-
exercise features. The interface of the model and its integration with the bulk of the library
are still in development.

INSTRUMENTS

e Added helper classes to make it easier to instantiate swaps, caps/floors, and CMS instru-
ments.

INTEREST RATES

e Added capped/floored floating-rate coupons (including convexity adjustment.)
MATH

e Curve, domain and surface interfaces added.
PROCESSES

e Added reversion level to Ornstein-Uhlenbeck process (thanks to Roland Lichters.)
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VOLATILITY TERM STRUCTURES

o Added stripping of caplet-volatility term structure from cap quotes.

e Improved SABR interpolation and calibration.

Release 0.3.14 - November 6th, 2006
PORTABILITY

e Version 0.3.14 is the last QuantLib release to support the Borland free compiler 5.5 and
Microsoft Visual C++ 6.0. If you use one of these compilers and want support to continue,
you can volunteer for maintaining the necessary patches: contact the QuantLib developers
for information.

LIBOR MARKET MODEL
o This release includes an experimental implementation of a Libor market model developed
with Mark Joshi. The interface and its integration with the bulk of the library are still in
development.
CURRENCIES
e Added Romanian new lev.

DATES, CALENDARS, AND DAY COUNTERS

e Added all serial 3M IMM futures (thanks to Toyin Akin.)
e Reworked the Schedule class so that it follows market conventions more closely.

e Added business/252 day-count convention (thanks to Piter Dias.)
INTEREST RATES

e Added base swap-rate class and a number of actual swap rates.

e Added constant-maturity swap coupons (including convexity adjustment.)
INSTRUMENTS

e Added asset swaps.

e Added face amount to bonds (defaulting to 100.)
MATH

e Added hypersphere and lower-diagonal salvaging algorithms (thanks to Yiping Chen.)
PRICING ENGINES

o Added Longstaff-Schwartz Monte-Carlo algorithm for American/Bermudan equity options
with deterministic interest rates.

TERM STRUCTURE
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o Added piecewise-spreaded yield curve (thanks to Roland Lichters.)

Release 0.3.13 - July 31st, 2006
CALENDARS

e Added NERC calendar (thanks to Joe Byers.)

INSTRUMENTS AND PRICING ENGINES

Added continuous fixed and floating lookback options (thanks to Warren Chou.)

Added FRA and forward fixed-coupon bonds; examples provided (thanks to Allen Kuo.)

Added variance swaps (thanks to Warren Chou.)

Added composite instrument; example provided.

Added cash-settled swaption pricing in Black swaption engine; test provided.

Added discrete dividends and soft callability to convertible bonds.
INTEREST RATES

e Fixed business-day conventions for Euribor and LIBOR indices (following below one month,
month-end from one month onwards.)

MODELS

e Added more complex market parameterizations and performance improvements for Libor
market model (thanks to Klaus Spanderen.)

PROCESSES

e Renamed BlackScholedProcess to GeneralizedBlackScholedProcess; specialized classes
added for Black-Scholes, Merton, Black and Garman-Kohlhagen processes.

o Added Hull-White and G2 processes for Monte Carlo simulation (thanks to Banca Profilo.)
RANDOM NUMBERS

e Added possibility to skip directly to the n-th item in a Sobol sequence (thanks to Richard
Gould.)

MATH

e Added SABR interpolation for volatilities.

o Added general linear least-squares regression (thanks to Klaus Spanderen.)

Release 0.3.12 - March 27th, 2006
CALENDARS

e Added Brazilian calendar (thanks to Piter Dias.)
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e Added Argentinian, Icelandic, Indonesian, Mexican, and Ukrainian calendars.
INSTRUMENTS AND PRICING ENGINES

e Added convertible bonds (thanks to Theo Boafo.)
e The cash flows returned by the Bond::cashflows method now include the redemption.

e SimpleSwap can now be set an engine. If none is set, the old cash-flow-based calculation is
used.

o Generalized McVanillaEngine so that it can manage n-dimensional processes; it now sub-
sumes McHestonEngine.

e Added pricing of Bermudan options on binomial trees (thanks to Enrico Michelotti.)
e Separated accrual and payment conventions for bonds.

e Modified basis-point sensitivity calculation so that it returns the cash variation for a basis-
point change in rate (it used to return the figure to be multiplied by the variation in order
to obtain the same result.)

MODELS

o Added weights to short-rate model calibration (thanks to Enrico Michelotti.)

e Added Libor market model (thanks to Klaus Spanderen.)
OPTIMIZATION

o Added Levenberg-Marquardt optimization method (thanks to Klaus Spanderen.)
EXAMPLES

e Merged American and European option examples; added Bermudan option.

e Added convertible-bond example (thanks to Theo Boafo.)

Release 0.3.11 - October 20th, 2005
GLOBAL FEATURES

e Added configuration option for adding current function information to error messages.

e Added hook for multiple sessions to Singleton.
CALENDARS

e Added Bombay and Taipei calendars.
CURRENCIES

e Added new Turkish lira.

INDEXES
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e More accurate LIBOR calendars (thanks to Daniele de Francesco.)
e Added DKKLibor, EURLibor, and NZDLibor indexes.
e Added TRLibor index (thanks to Sercan Atalik.)

PRICING ENGINES

e Added Bates stochastic-volatility model; tests provided (thanks to Klaus Spanderen.)

e Added vega to analytic discrete-averaging Asian engine; test provided (thanks to Gary
Kennedy.)

e Added stochastic process for caplet Libor market model; tests provided (thanks to Klaus
Spanderen.)

TERM STRUCTURES
e Added fixed-coupon bond helper for curve bootstrapping (thanks to Toyin Akin.)
MATH

e Added tabulated Gauss-Legendre quadratures (thanks to Gary Kennedy.)

e Added more precise implementation of bivariate cumulative normal distribution (thanks
to Gary Kennedy:.)

Release 0.3.10 - July 14th, 2005
GLOBAL FEATURES

o The suggested syntax for setting and registering with the global evaluation date is now:

Settings::instance().evaluationDate() = date;
registerWith(Settings::instance().evaluationDate());

CALENDARS

e Istanbul calendar added (thanks to Serkan Atalik.)
LATTICE FRAMEWORK

e Faster implementation of binomial and trinomial trees.

MONTE CARLO FRAMEWORK

Added generic multi-dimensional stochastic process.

Added stochastic process array (thanks to Klaus Spanderen.)

Multi-path generator now takes a generic stochastic process; tests provided.

New Path class implemented which stores asset values rather than variations; this makes
pricers independent on whether or not log-variations were calculated. The new class is
enabled when QL_DISABLE_DEPRECATED is defined; the old class is used otherwise.
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INSTRUMENTS
e Multi-asset option now takes a generic stochastic process.
MODELS

e Added Heston stochastic-volatility model; tests provided (thanks to Klaus Spanderen.)
Provided code include:

- a corresponding stochastic process;
- analytic and Monte Carlo option-pricing engines;

— parameter calibration.
CASH FLOWS

e Cash-flow analyses such as NPV, IRR, convexity and duration added (thanks to Charles
Whitmore.)

MATH

o Added Gaussian orthogonal polynomials and Gaussian quadratures; tests provided (thanks
to Klaus Spanderen.)

e Convergence statistics added; tests provided (thanks to Gary Kennedy.)

Release 0.3.9 - May 2nd, 2005
GLOBAL FEATURES

o QL_SQRT, QL_MIN etc. deprecated in favor of std::sqrt, std::min...
e Added a tentative tracing facility to ease debugging.

e Formatters deprecated in favor of output manipulators. A number of data types can now
be sent directly to output streams.

e Stream-based implementation of QL_REQUIRE, QL_TRACE and similar macros. Together
with manipulators, this allows one to write simpler error messages, as in:

QL_FAIL("forward at date " << d << " is " << io::rate(f));
INSTRUMENTS

e Improved Bond class
— yield-related calculation can be performed with either compounded or continuous
compounding;
— added theoretical price based on discount curve;
— fixed-rate coupon bonds can define different rates for each coupon;
— added zero-coupon and floating-rate bonds (thanks to StatPro.)
e Option instruments now take a generic StochasticProcess; however, most pricing engines
still require a BlackScholesProcess. They should be checked to see whether the require-

ment can be relaxed. Following this change, Merton76Process no longer inherits from
BlackScholesProcess. This avoids erroneous upcasts.
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e Partial fix for Bermudan swaptions with exercise lag (thanks to Luca Berardi for the report
and discussion.)

e Fix for analytic cap/floor engine; caplets/floorlets whose fixing is in the past are now calcu-
lated correctly (thanks to Aurelien Chanudet.)

CALENDARS

e Added Bratislava and Prague calendars.
INDICES

e Fixed calendars for LIBOR fixings (thanks to Daniele De Francesco.)
FINITE_DIFFERENCES FRAMEWORK

e Migrated finite-difference pricers to pricing-engine framework (thanks to Joseph Wang.)
YIELD TERM STRUCTURES

o Added generic piecewise yield term structure. Client code can choose what to interpolate
(discounts, zero yields, forwards) and how (linear, log-linear, flat) by instantiating types
such as:

PiecewiseYieldCurve<Discount,LogLinear>
PiecewiseYieldCurve<ZeroYield,Linear>
PiecewiseYieldCurve<ForwardRate,Linear>

o Interpolated discount, zero-yield and forward-rate curves can now be set any interpolation.
e FlatForward can now take rates with compounding other than continuous.

e Fix for extrapolation in zero-spreaded and forward-spreaded yield term structure (thanks
to Adjriou Belak for the report.)

MATH
e Added backward- and forward-flat interpolations.

Release 0.3.8 - December 22nd, 2004
REQUIRED PACKAGES

e Boost version 1.31.0 or later is now required.
DOCUMENTATION

e Documentation now includes a FAQ page.
GLOBAL FEATURES

o Global evaluation date added through Settings class. Used for index-fixing and exchange-
rate lookup.
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e added InterestRate class, which encapsulate the interest rate compounding algebra. It
manages day-counting convention, compounding convention, conversion between different
conventions, and discount/compounding factor calculations. It also has its own formatter.

INSTRUMENTS

e Bond and FixedCouponBond classes added (thanks to Jeff Yu) providing price/yield con-
versions; tests provided.

DATE, CALENDARS, AND DAY COUNT CONVENTIONS

e Reworked Date interface. Added nextWeekday() and nthWeekday() static methods to the
class Date. Added nextIMM() for the calculation of the next IMM date.

¢ Added WeekdayFormatter and FrequencyFormatter

e Added "1/1" day counter. The Actual365 is deprecated: as per ISDA documentation "Ac-
tual/365" is the same as "Actual/Actual’. Use the ActualActual class instead, or the Ac-
tual365Fixed class.

e Added dayCounterFromString(std::string) to QuantLibFunctions.

e Improved Beijing calendar (thanks to Zhou Wu.)
CURRENCIES AND FX RATES

e Added currency classes; CurrencyTag replaced in library code.
e Added money class providing arithmetic with or without conversions; tests provided.
e Added exchange-rate class; tests provided.

e Added exchange-rate manager with smart rate lookup, i.e., able to derive a missing exchange
rate as a chain of provided rates; tests provided.

MONTE CARLO FRAMEWORK

¢ Added Faure low-discrepancy sequence (thanks to Gianni Piolanti;) tests provided.

o Added randomized (shifted) low discrepancy sequences that will be used for randomized
quasi Monte Carlo.

e Added SeedGenerator class, for random generation of seeds when they are not given by the
user.

e Added the implementation of Sobol sequences using the coefficients of the free direction
integers as provided by Bratley and Fox, who credited unpublished work of Sobol’s and
Levitan’s.

e Added an implementation of Sobol sequences using the coefficients of the free direction
integers of Lemieux, Cieslak, and Luttmer. Coefficients for d<=40 are the same as in
Bradley-Fox. For dimension 40<d<=360 the coefficients have been calculated as optimal
values based on the "resolution" criterion. The values has been provided by Christiane
Lemieux, private communication, September 2004.

o PathGenerator now works correctly with processes describing S instead of log S. Geometric
Brownian process added (thanks to Walter Penschke.)
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LATTICE FRAMEWORK
o Reworked the Discretized Asset interface.
PRICING ENGINES FRAMEWORK

e Added pricing engine for American options with Ju quadratic approximation.

o Average-price Asian pricers have been deprecated. New equivalent pricing engines added.
FIXED INCOME

e Added current coupon to discretized swap and cap/floor.

e Added IndexManager as a singleton (will replace XiborManager—already obsoleted in li-
brary code.)

e Added DayCounter parameter to ParCoupon (to be used for accruing spreads and past
fixings.) When missing, it defaults to that of the term structure.

e Added compilation flag to select default floating-coupon type.

e IndexedCoupon can now take a generic index rather than a Libor (thanks to Daniele De
Francesco.)

e Added hooks for convexity adjustment in floating-rate coupons; implemented adjustment
for InArrearIndexedCoupon.

YIELD TERM STRUCTURE

e TermStructure renamed to YieldTermStructure (the former name was deprecated.)

e New base class BaseTermStructure which can calculate its reference date based on the
global evaluation date. YieldTermStructure, BlackVolTermStructure, LocalVolTermStruc-
ture, CapFlatVolatilityStructure, CapletForwardVolatilityStructure, and SwaptionVolatili-
tyStructure are now derived from BaseTermStructure so that they inherit its functionality.

PATTERNS
e Added Singleton pattern.
MATH

e Added N-dimensional cubic spline (thanks to Roman Gitlin.)

e Added CovarianceDecomposition class (decomposes a covariance matrix into standard
deviations and correlations)

MISCELLANEA
e Renamed RelinkableHandle to Handle.
PORTABILITY

e Support for Dev-C++ IDE added.
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o Fixes for gcc 2.95 added (thanks to Michael Dirkmann.)

Release 0.3.7 - July 23rd, 2004
IMPORTANT

QuantLib now depends on the Boost library (www.boost.org).

You will need a working Boost installation in order to compile and use QuantLib. Instruc-
tions for installing Boost from sources are available at <http://www.boost.org/more/getting_-
started.html>. Pre-packaged binaries might be available from other sources. Google is your
friend (or Debian, or Fink...)

DATE, CALENDARS, AND DAY COUNT CONVENTIONS

e Working on differentiating calendars depending on country or exchange, instead of city.

Added Italy (Settlement, Exchange), United Kingdom (Settlement, Exchange, Metals),
United States (Settlement, Exchange, GovermentBond), Xetra.

Milan, London, and NewYork calendars have been deprecated.

Added (old-style) calendars: Beijing, Hong Kong, Riyadh, Seoul, Singapore, Taiwan.

RollingConvention has been renamed BusinessDayConvention, as for ISDA definitions.
MATH
¢ Added rounding algorythms as per OMG enumeration/definition.

TEST SUITE

Moved to Boost unit test framework. CppUnit is no longer needed.

Added test for quanto and forward compound engines.

Added test for roundings.

Added test for discrete dividend European options.

Added test for cliquet options.
MISCELLANEA

o enable/disableExtrapolation() methods were added to a few classes such as TermStructure.
They make it possible to persistently allow extrapolation without the need of specifying it
at every method call.

e Added user-configurable flag to disable usage of deprecated classes.
PORTABILITY

e Fink package available

e Visual C++ 7.x project files added
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Release 0.3.6 - April 15th, 2004

Bug-fix release for QuantLib 0.3.5. A bug was removed where calls to implied Volatility() would
break the state of the option and of all options sharing the same stochastic process.

Release 0.3.5 - March 31th, 2004
BOOST SUPPORT

e When available, QuantLib 0.3.5 now uses parts of the Boost library. The presence of Boost is
detected automatically under Unix/Linux systems; on Windows systems, it must be enabled
by uncommenting the relevant line in ql/userconfig.hpp.

o In the next QuantLib release, the presence of the Boost library will be mandatory.

MONTE CARLO FRAMEWORK

Modified MultiPath interface to remove drifts. They are now in the stochastic processes.

Preliminary implementation of Longstaff-Schwartz least-squares

Monte Carlo pricer for European basket options

Brownian-bridge bugs fixed

StochasticProcess base class and derived classes (diffusion, jump-diffusion, etc.) have been
created.

PRICING ENGINES FRAMEWORK

e Pricing engines now use Payoff and Exercise classes.

e American basket options.

e Binary barrier option replaced by vanilla option with digital payoff.
e Stulz engine for max and min basket calls and puts on two assets.

e American binary option added (a.k.a. one-touch, american digital, americal barrier, etc.)
with different payoffs (cash/asset at hit/expiry, etc.)

o Added engine for Merton 1976 jump-diffusion process.

e Added Bjerksund and Stensland approximation for American option (still unstable.)
e Added Barone-Adesi and Whaley approximation for American option.

e Improved Black formula engine with more greeks added.

e Discrete geometric asian option.

e Added Leisen-Reimer binomial tree.
SHORT RATE MODELS

e Model renamed to ShortRateModel. A typedef is provided for backward compatibility—it
will be removed in subsequent releases.

VOLATILITY FRAMEWORK
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bug fix for short time (0<=t<=Tmin) interpolation

OPTIMIZATION FRAMEWORK

Method renamed to OptimizationMethod. A typedef is provided for backward
compatibility—it will be removed in subsequent releases.

PATTERNS

Composite pattern

MATH

Improved cubic spline interpolation. It now handles end conditions such as first derivative
value, second derivative value, not-a-knot. Hyman filter for monotonically constrained
interpolation has been implemented. Primitive calculation has been enabled in addition to
derivative and second derivative.

Primitive, first derivative, and second derivative functions are available for linear interpo-
lator.

Singular value decomposition improved.
Added bivariate cumulative normal distribution.

Added binomial coefficient calculation, binomial distribution, cumulative binomial distri-
bution, and Peizer-Pratt inversion (method 2.)

Added beta functions.

Added Poisson distribution and cumulative distribution.
Added incomplete gamma functions.

Added factorial calculation.

Added rank-reduced square root and improved pseudo-square root of square symmetric
matrices.

Added Cholesky decomposition.

TEST SUITE

Added test for cubic spline interpolation.

Added test for singular value decomposition.

Added test for two-asset baskets using the Stulz pricing engine.
Added test for Monte Carlo American cash-at-hit options.
Added test for jump-diffusion engine.

Added test for American and European digital options.

MISCELLANEA

Inner namespaces have been deprecated.
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e Added frequency enumeration, including ‘once’.
e MarketElement renamed to Quote.
e Handling strike=0.0 where possible.

e More Payoff classes have been introduced: gap, asset-or-nothing, cash-or-nothing. Payoff
is now extensively used.

e Exercise class is now polymorphic. More derived classes have been introduced, and they
are now extensively used.

e Introduced QL_FAIL macro.

e Added calendar for Copenhagen

e 14 April 2004 (election day) added to Johannesburg calendar as a one-off holiday.
e Documentation generated with Doxygen 1.3.6.

e Win32 installer generated with NSIS 2.0.

Release 0.3.4 - November 21th, 2003
MONTE CARLO FRAMEWORK

e MC European in one step with strike-independent vol curve (hopefully)

e Path pricer for Binary options. It should cover both European and American style options.
Also known as: Digital, Binary, Cash-At-Hit, Cash-At-Expiry.

e Path pricers for barrier options
PRICING ENGINES FRAMEWORK

e More options moved to the new pricing engine framework: binary, barrier
e Changed setupEngine() into setup Arguments(args)

e Moved pricing-engine machinery up to Instrument class
FIXED INCOME

o New basis-point sensitivity functions
o Added Swap::startDate() and maturity()

e Cap/floor fixing days taken into account
SHORT RATE MODELS

¢ An additional constraint can now be passed to the calibration
VOLATILITY FRAMEWORK

e Visitable volatility term structures

OPTIMIZATION FRAMEWORK
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e Added composite constraint
PATTERNS

e Visitor, Alexandrescu-style (saves some code duplication)
MATH

e Added more integration algorithms contributed by Roman Gitlin
e Relaxed constaints on interval boundaries for integration algorithms

o Interpolation traits
TEST SUITE

o Added implied cap/floor term volatility test
e Added test for binary options in PricingEngine Framework.

e Added tests for Barrier options in PricingEngine Framework. Some Monte Carlo tests, but
not comprehensive.

MISCELLANEA

o Conditionally allowed negative yields (disabled by default)

Null calendar and simple day counter for reproducing theoretical calculations

Fixed for VC++.Net compilation

Added spec file for RPMs

Added global flag for early/late payments

Enabled test suite for Borland

Removed OnTheEdge VC++ configurations
e Added VC++ configurations for static and dynamic Multithread libraries

e Upgraded to use Doxygen 1.3.4

Release 0.3.3 - September 3rd, 2003
MONTE CARLO FRAMEWORK

e Re-templatized Monte Carlo model based on traits.

o New path generator based on DiffusionProcess, TimeGrid, and externally initialized random
number generator.

e Added Halton low discrepancy sequence.

e Added sequence generators: random sequence generator creates a sequence generator out
of arandom number generator. InvCumGaussianRsg creates a gaussian sequence generator
out of a uniform (random or low discrepancy) sequence generator.

e RNG as constructor input constructor( long seed) deprecated.
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e Mersenne Twister random number generator added

Old PathPricers, PathGenerators, etc are available with a trailing _old

Added Jdckel’s Brownian Bridge (not used yet.)

Sobol Random Sequence Generator. Unit and Jackel.

Added randomized Halton sequences.
FINITE DIFFERENCE FRAMEWORK

e Old class Grid no longer exists, use CenteredGrid to obtain the same result.
LATTICE FRAMEWORK

e Abstracted discretized option.
e Additive binomial trees. All binomial trees now use DiffusionProcess.

e Added Tian binomial tree.
PRICING ENGINES FRAMEWORK

e Partially implemented.
e Quanto forward compounded engines.

¢ Integral (european) pricing engine.
YIELD TERM STRUCTURE
e ZeroCurve: a term structure based on linear interpolation of zero yields.

FIXED INCOME

e Up-front and in-arrear indexed coupon.

e Specific implementation of compound forward rate from zero yield.
e Added compound forward and zero coupon implementations.

e Added Futures rate helper with specified maturity date.

e Added bucketed bps calculation.

e Added swap constructor using specified maturity date as well as added functionality in
Scheduler.

e Added date-bucketed basis point sensitivity based on 1st derivative of zero coupon rate.
OPTIMIZATION FRAMEWORK
e Solvers now take any function. ObjectiveFunction disappeared.

PATTERNS
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Abstracted lazy object.

Abstracted the curiously recurring template pattern.

DATE AND CALENDARS

Added joint calendars.
Tokyo, Stockholm, Johannesburg calendar improved.

"MonthEndReference" business day rolling convention. Similar to "ModifiedFollowing",
unless where original date is last business day of month all resulting dates will also be last
business day of month.

Added basic date generation starting from the end.

MATH

Added Gauss-Kronrod integration algorithm.
Added primitive polynomial modulo 2 up to dimension 18 (available up to dimension 27.)
Added BicubicSplinelnterpolation.

Numerical Recipes algorithm is back since there is a problem with Nicolas’ code: it is unable
to fit a straight line, it waves around the line.

Prime number generation.

Acklam’s approximation for inverse cumulative normal distribution function (replaced
Moro’s algorithm as default.)

Added error function.

Improved Cumulative Normal Distribution function using the error function.
Matrix pseudo square algorithm using salvaging algorithmy(s).

Added SequenceStatistics.

Major Statistic reworking.

Added DiscrepancyStatistic that inherits from SequenceStatistic and extends it with the
calculation of L2-discrepancy.

HStatistics.

Added first and second derivative ot cubic splines.

RISK MEASURES

Introduced semiVariance and regret.

Redefinition of average shorfall (normalization factor now is cumulative(target) instead of
1.0)

MISCELLANEA

QuEP 9 "generic disposable objects" implemented.
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e Added test suite.

e Dataformatters extended to format long integers, Ordinal numerals, power of two format-

ting.

o Exercise class adopted.

e Added user configuration section.

o Inhibited automatic conversion of Handle<T> to RelinkableHandle<T>.
o Diffusion process extended.

e Added strikeSensitivity to the Greeks.

e BS does handle t==0.0 and sigma==0.0.

e TimeGrid has been reworked.

o Added payoff file for Payoff classes. Added Cash-Or-Nothing and Asset-Or-Nothing payoff

classes.

e Upgraded to use Doxygen 1.3.

Release 0.3.1 - February 4th, 2003
FINITE DIFFERENCE FRAMEWORK

e partially implemented QuEP 2 (http://quantlib.org/quep.shtml)

VOLATILITY FRAMEWORK

e added Black and local volatility interface

PRICING ENGINES FRAMEWORK

e partially implemented QuEP 5 (http://quantlib.org/quep.shtml)

YIELD TERM STRUCTURE

interface revisited

added discrete time forward methods

added DiscountCurve (loglinear interpolated) and CompoundForward term structures

ForwardSpreaded TermStructure moved under QuantLib:: TermStructures namespace

FIXED INCOME

e Modified coupons so that the payment date can be after the end of the accrual period

MISCELLANEA

e added/verified holidays of many calendars

e added new calendars
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e added new currencies

e more date formatters

e added Period(std::string&)

e it is now possible to advance a calandar using a Period
e added LogLinear Interpolation

e the allowExtrapolation boolean in interpolation classes has been removed from constructors
and added to the operator()

e Renamed Solver1D::lowBound and hiBound

e bug fixes
BUILD PROCESS

e More autoconfiscated time functions and types
e Migrated to latest autotools

e added patches for Darwin and Solaris

Release 0.3.0 - May 6th, 2002
MONTE CARLO FRAMEWORK

e Path and MultiPath are time-aware

e McPricer: extended interface, improved convergency algorithm
FINITE DIFFERENCE FRAMEWORK

e added mixed (implicit/explicit) scheme, from which Crank-Nicolson, ImplicitEuler, and
ExplicitEuler are now derived

e Finite Difference exercise conditions are now in the FiniteDifferences folder/namespace
e Finite Difference pricers now start with 'Fd’ letters

e BSMNumericalOption became BsmFdOption
LATTICE FRAMEWORK

e introduced first version of the framework

e CRR and JR binomial trees
VOLATILITY FRAMEWORK

e early works on reorganization of vol structures
YIELD TERM STRUCTURE

e new TermStructure class based on affine model
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yield curves can be spreaded in term of zeros (ZeroSpreaded TermStructure) and forwards
(ForwardSpreaded TermStructure)

Added dates() and times() to PiecewiseFlatForward

discount factor accuracy in the yield curve bootstrapping is an input
added single factor short-rate models (Hull-White, Black-Karasinski)
added two factor short-rate models framework

cap/floor and swaption calibration helpers

added bermudan swaption pricing example (including BK and HW calibrations)

FIXED INCOME

cap/floor and swaption tree pricer
cap/floor analytical pricer

vanilla swaption Jamshidian pricer
Added accrued Amount() to coupons

Made cash flow vector builders into functions

OPTIMIZATION FRAMEWORK

added conjugate gradient, simplex

PATTERNS

implemented QuEP 8 and 10

MISCELLANEA

added allowExtrapolation parameter to interpolaton classes

added 2D bilinear interpolation

better spline interpolation algorithm

Added non-central chi-square distribution function.

Improved Inverse Cumulative Normal Distribution using Moro’s algorithm
Introduced class representing stochastic processes

added isExpired() to Instrument interface

added functions folder and namespace for QuantLibXL and any other function-like interface
to QuantLib

Handle is now castable to an Handle of a compatible type
added downsideVariance to the Statistics class

kustosis() and skewness() now handles the case of stddev == 0 and/or variance ==
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added Correlation Matrix to MultiVariateAccumulator

enforced MS VC compilation settings

added "-debug" to the QL_VERSION version string ifdef QL_DEBUG
"make check" runs the example programs under Borland C++

fixed compilation with "g++ -pedantic”

Spread as market element

new calendars introduced

new Xibor Indexes introduced

Added optional day count to libor indexes

Shortened file names within 31 char limit to support HFS

Release 0.2.1 - December 3rd, 2001
MONTE CARLO FRAMEWORK

Path and MultiPath are now classes on their own

PathPricer now handles both Path and MultiPath

MonteCarloModel now handles both single factor and multi factors simulations.
McPricer now handles both single factor and multi factors pricing. New pricing interface

antithetic variance-reduction technique made possible in Monte Carlo for both single factor
and multi factors

Control Variate specific class removed: control variation technique is now handled by the
general MC model

average price and average strike asian option refactored
Sample as a (value,weight) struct

random number generators moved under RandomNumbers folder and namespace

FINITE DIFFERENCE FRAMEWORK

BackwardEuler and ForwardEuler renamed ImplicitEuler and ExplicitEuler, respectively

refactoring of TridiagonalOperator and derived classes

YIELD TERM STRUCTURE AND FIXED INCOME

Added some useful methods to term structure classes

Allowed passing a quote to RateHelpers as double

added FuturesRateHelpers (no convexity adjustment yet)
PiecewiseFlatForward now observer of rates passed as MarketElements

Unified Date and Time interface in TermStructure
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e Added BPS to generic swap legs
e added term_structure+swap example

e Fixing days introduced for floating-coupon bond
PATTERNS

e Added factory pattern

e Calendar and DayCounter now use the Strategy pattern
VARIOUS

e used do-while-false idiom in QL_REQUIRE-like macros

e now using size_t where appropriate

e dividendYield is now a Spread instead of a Rate (that is: cost of carry is allowed)
e RelinkableHandle initialized with an optional Handle

e Worked around VC++ problems in History constructor

e added QL_VERSION and QL_HEX_VERSION

e generic bug fixes

e removed classes deprecated in 0.2.0
INSTALLATION FACILITIES

e improved and smoother Win32 binary installer
DOCUMENTATION

e general re-hauling

e improved and extended Monte Carlo documentation
e improved and extended examples

e Upgraded to Doxygen 1.2.11.1

e Added man pages for installed executables

e added docs in Windows Help format

e added info on "Win32 OnTheEdgeRelease" and "Win32 OnTheEdgeDebug" MS VC++ con-
figurations

e additional information on how to create a MS VC++ project based on QuantLib
Release 0.2.0 - September 18th, 2001

e Library:

— source code moved under ql, better GNU standards

— gcc build dir can now be separated from source tree
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gcc 3.0.1 port

clean compilation (no warnings)

- bootstrap script on cygwin

Fixed automatic choice of seed for random number generators
Actual/actual classes

extended platform support (see table in documentation)

antithetic variance-reduction technique made possible in Monte Carlo
added dividend-Rho greek

First implementation of segment integral (to be redesigned)

Knuth random generator

Cash flows, scheduler, and swap (both generic and simple) added
added ICGaussian random generator

generic bug fixes

e Installation facilities:

improved and smoother Win32 binary installer

— better distribution

debian packages available

e Documentation:

general re-hauling

added examples of using QuantLib and of projects based on QL

Release 0.1.9 - May 31st, 2001

e Library:

Style guidelines introduced (see http://quantlib.org/style.shtml) and partially
enforced

full support for Microsoft Visual Studio
full support for Linux/gcc
momentarily broken support for Metrowerks CodeWarrior

autoconfiscation (with specialized config.+hpp files for platforms without au-
tomake/autoconf support)

Include files moved under Include/ql folder and referenced as "gl/header.hpp"
Implemented expression templates techniques for array algebra optimization
Added custom iterators

Improved term structure

Added Asian, Bermudan, Shout, Cliquet, Himalaya, and Barrier options (all with
greeks calculation, control variated where possible)

Added Helsinki and Wellington calendars
Improved Normal distribution related functions: cumulative, inverse cumulative, etc.
Added uniform and Gaussian random number generators

Added Statistics class (mean, variance, skewness, downside variance, etc.)
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Added RiskMeasures class: VAR, average shortfall, expected shortfall, etc.

Added RiskStatistics class combining Statistics and RiskMeasures

Added sample accumulator for multivariate analysis
Added Monte Carlo tools

— Added matrix-related functions (square root, symmetric Schur decomposition)

— Added interpolation framework (linear and cubic spline interpolation implemented).
e Installation facilities:

- Added Win32 GUI installer for binaries
e Documentation:

- support for Doxygen 1.2.7

— Added man documentation

Release 0.1.1 - November 21st, 2000

Initial release.
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1.8 Additional resources

The main QuantLib resource is the QuantLib web site (http://quantlib.org).

Additional resources available from the above site include:

current news (http://sourceforge.net/news/?group_id=12740);
o the QuantLib mailing lists and forums (http://quantlib.org/mailinglists.shtml);
o the QuantLib programming style guidelines (http://quantlib.org/style.shtml);

®a link to the QuantLib project page on SourceForge.net
(http://sourceforge.net/projects/quantlib);

e links to pages for bug reports (http://sourceforge.net/tracker/?group_-
id=12740&atid=112740), patchsubmissions (http://sourceforge.net/tracker/?group_-
id=12740&atid=312740),and featurerequests (http://sourceforge.net/tracker/?group_-
id=12740&atid=362740);

e a page (http://quantlib.org/extensions.shtml) about how to use QuantLib in other
languages/platforms;

e QuantLib web-site statistics (http://sourceforge.net/project/stats/?group_-
1d=12740);

e as well as links to additional quantitative finance resources.
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1.9 The QuantLib Group
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The QuantLib Group members are:

e Ferdinando Ametrano, Banca Caboto SpA, administrator
o Luigi Ballabio, StatPro Italia srl, administrator
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¢ Nicolas Di Césaré
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Daniele De Francesco, Piter Dias, Silvia Frasson, Matteo Gallivanoni, Roman Gitlin, Richard
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QuantLib also includes code taken from Peter Jackel’s book "Monte Carlo Methods in Finance".

QuantLib includes software developed by the University of Chicago, as Operator of Argonne
National Laboratory.
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Redistribution and use in source and binary forms, with or without
modification, are permitted provided that the following conditions are met:

Redistributions of source code must retain the above copyright notice,
this list of conditions and the following disclaimer.

Redistributions in binary form must reproduce the above copyright notice,
this list of conditions and the following disclaimer in the documentation
and/or other materials provided with the distribution.

Neither the names of the copyright holders nor the names of the QuantLib
Group and its contributors may be used to endorse or promote products
derived from this software without specific prior written permission.

THIS SOFTWARE IS PROVIDED BY THE COPYRIGHT HOLDERS AND CONTRIBUTORS "AS IS"
AND ANY EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, THE
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE ARE
DISCLAIMED. IN NO EVENT SHALL THE COPYRIGHT HOLDERS OR CONTRIBUTORS BE LIABLE
FOR ANY DIRECT, INDIRECT, INCIDENTAL, SPECIAL, EXEMPLARY, OR CONSEQUENTIAL
DAMAGES (INCLUDING, BUT NOT LIMITED TO, PROCUREMENT OF SUBSTITUTE GOODS OR
SERVICES; LOSS OF USE, DATA, OR PROFITS; OR BUSINESS INTERRUPTION) HOWEVER
CAUSED AND ON ANY THEORY OF LIABILITY, WHETHER IN CONTRACT, STRICT LIABILITY,
OR TORT (INCLUDING NEGLIGENCE OR OTHERWISE) ARISING IN ANY WAY OUT OF THE USE
OF THIS SOFTWARE, EVEN IF ADVISED OF THE POSSIBILITY OF SUCH DAMAGE.

1.10.1 Comments on Copyright and License
QuantLib is Non-Copylefted Free Software [1] released under the modified BSD License [2] (also
know as XFree86-style license).

QuantLib is Open Source [3] because of its license: it is OSI Certified Open Source Software [4].
OSI Certified is a certification mark of the Open Source Initiative [5].

The modified BSD License is GPL compatible as confirmed by the Free Software Foundation [6].

This license has been adopted to allow free use of QuantLib and its source, to make QuantLib
flourish as a free-software/open-source project. It allows proprietary extensions to be commer-
cialized.

1] http://www.gnu.org/philosophy/categories.html#Non-CopyleftedFreeSoftware

2] http://www.opensource.org/licenses/bsd-license.html

4] http://www.opensource.org/docs/certification_mark.html

[
[
[3] http://www.opensource.org/docs/definition.html
[
[5] http://www.opensource.org

[

6] http://www.gnu.org/philosophy/bsd.html
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Chapter 2

QuantLib Module Index

2.1 QuantLib Modules

Here is a list of all modules:

Numerictypes . . . . . . . . 101
Currenciesand FXrates . . . . . ... ... .. ... L 104
Date and time calculations . . . . . ... ... .. . L L Lo 108
Calendars. . . . . . . . . e 111
Daycounters . . . . . ... ... .. 114
Pricingengines . . . .. ... ... .. ... 115
Asianoptionengines . . . .. .. ... o e 116
Barrier optionengines . . .. ... ... L L 117
Basketoptionengines . . . . . ... ... ... L L Lo 118
Cap/floorengines . . . . ... ... ... .. .. 119
Cliquetoptionengines . . . . .. . ... ... .. . .. ... .. 120
Forward optionengines . . . .. ... ... ... ... .. .. ... ... 121
Quantooptionengines . . . . .. ... ... L L 122
Swaptionengines . . . .. ... ... L 123
Vanillaoptionengines . . ... ......... .. .. ... . .. 124
Finite-differences framework . . ... ... ... ... ... ... L L L L. 128
Short-rate modelling framework . . . ... ... ... .. ... ... .. . . oL 130
Financial instruments . . . . . . .. ... .. Lo L 133
Latticemethods . . . . .. .. ... .. 137
Math tools . . . . . . . . . 140
Monte Carlo framework . . . . .. .. ... . .. 142
Designpatterns . . .. ... ... ... 143
Stochastic processes . . . . . . . . ... 144
Termstructures . . . . .. .. ... e 146
Utilities . . . . . . . . 148
QuantLibmacros . . . . . . . . . e e e 150
Genericmacros . . . . .. ... 151
Numericlimits . . . . . . ... . 152
Template capabilities . . . ... ... .. ... .. .. L 153
Iterator support . . . ... ... . 154
Debugging macros . . . . .. .. ... ... 157

Output manipulators . . . . . ... ... .. L 155
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Chapter 3

QuantLib Namespace Index

3.1 QuantLib Namespace List

Here is a list of all documented namespaces with brief descriptions:

std (STLnamespace) . . . . . . . .. . . e
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Chapter 4

QuantLib Hierarchical Index

4.1 QuantLib Class Hierarchy

This inheritance list is sorted roughly, but not completely, alphabetically:

Abcd . . e 163
AbcdFunction . . . . . . . . e e 166
AccountingEngine . . . ... ... L L 169
AcyclicVisitor . . ... ... ... 173
AmericanCondition . . . . . . . . . .. e e e e e e 176
AmericanPayoffAtExpiry . . . . . . . ... 178
AmericanPayoffAtHit. . . . . . ... L 179
AnalyticDigitalAmericanEngine . . . ... .. ... . o L o o oL 186
ATIay . ... 195
AssetSwap:arguments . . . ... .. 203
AssetSwap:results . . .. Lo L 204
Average . . . .. .. 209
BackwardFlat . . . . . . . . e 210
Barrier . . . . . e e e e 213
BarrierOption:arguments . . . . . ... ... . L L Lo 216
BasketOption:arguments . . . . .. .. ... . L 219
Bicubic . . . . . e e 228
Bilinear . . . . . . . . e e 230
BinomialConvertibleEngine . . . ... ... ... ... .. .. .. . o o 232
BinomialDistribution . . . . . . . . ... e e 233
BinomialVanillaEngine . . . . ... ... ... ... ... L 235
BivariateCumulativeNormalDistributionDr78 . . . . . . . . ... . ... ... ... .... 237
BivariateCumulativeNormalDistributionWe04DP . . . . . . . ... ... .. ... .... 238
BlackCalculator . . . . . . . . . . e 240

BlackScholesCalculator . . . . . . . . . . . . . e 250
BoundaryCondition . . . . . . ... ... 271
BoundaryCondition< TridiagonalOperator > . . . . .. .. ..... ... ... ...... 271

DirichletBC . . . . . . . . e e e 415

NeumannBC . . . . . . . .. e e e 980
BoxMullerGaussianRng . . . . ... ... L L 274
BrownianBridge . . . . . . ... 279
Calendar . . . . . . . . . e e e e e 285

Argentina. . . . . . . .. L e 192
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Australia . . . . . . . e e 208
Brazil . . . . . . e e 275
Canada . . . . . . . . e e e 298
China . . . . . . e e e e 325
CzechRepublic . . . . .. ... ... ... .. 399
Denmark . . . . . . e e e 411
Finland . . . . . . . . e e e 642
Germany . . .. ... ... 746
HongKong . . . . . . . . . .. e 759
Hungary . .. ... .. . 770
Iceland . . . . . . e e 774
India . . . . . . e e 792
Indonesia . . . . . . . . .. e e 794
Italy . . . 828
Japan . .. 832
JointCalendar . . . . . . . . . . . . . e 835
MEXICO . . . . v e e e e e e 954
NewZealand . . . . . . . . . . e e 984
Norway . . . . ... e 991
NullCalendar . . . . . . . . . . . e e e 994
Poland . . . . . . . . e e e 1039
SaudiArabia . . . . . . . e e e 1080
Singapore. . . . . ... 1098
Slovakia . . . . . . . e e e e 1107
SouthAfrica . . . . . . . . . e e 1117
SouthKorea . . . . . . . . . . e e 1118
Sweden . . . .. e e 1168
Switzerland . . . . . .. e e e 1169
Taiwan . . . . . . e e e e e 1172
TARGET . . . . e 1174
Turkey . . . . .. 1210
UKraine . . . . . . o o e e e e e 1216
UnitedKingdom . . . . . ... ... ... 1218
UnitedStates . . . . . . . . . e e e e e 1220

Calendar:Impl. . . . . .. .. 289
Calendar::OrthodoxImpl . . . . ... ... ... ... .. .. .. . 290
Calendar:WesternImpl . . . . . ... ... ... L 291

Callability:Price . . . . .. .. ... .. 297

CapFloor:arguments . . . . ... ... ... ... 302

CashFlows . . . . . . . e e e e e 317

CLGaussianRng . . . . . . . . .. . 326

CliquetOption:arguments . . . . . . . .. ... .. . 329

Clone . . . . . e 331

CMSMMDriftCalculator . . . . . . . . . . . e e 337

Composite . . . . ... .. e 342

ConjugateGradient . . . . ... ... ... ... 349

ConstantEstimator . . . . . . . . . . e e 350

Constraint . . . . . . . L e e e e 353
BoundaryConstraint . . . ... ... ... ... L 273
CompositeConstraint . . . . . ... ... ... ... L 343
NoConstraint . . . . . . . . e e e e e 986
PositiveConstraint . . . . . . . . . . . . e e e 1040

Constraint:Impl . . . . . . .. . 354
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ContinuousAveragingAsianOption:arguments . . . . . . .. ... ... .. ... ..... 357
ContinuousFixedLookbackOption::arguments . . . . ... ........ ... ...... 360
ContinuousFloatingL.ookbackOption::arguments . . . . .. .. .. ............. 363
ConvergenceStatistics . . . . . ... ... ... 369
CostFunction . . . . . .. ... . e 376
LeastSquareFunction . . . ... ... .. .. ... ... .. ... 848
ProjectedCostFunction . . . . ... ... ... ... .. ... . L oo 1045
CovarianceDecomposition . . . . ... ... ... .. L L o 380
CoxIngersollRoss::Dynamics . . . . . . ... ... . . . L 383
Cubic . . . .. 387
CumulativeBinomialDistribution . . . . . . ... ... ... . o o oo 390
CumulativeNormalDistribution . . . . ... ... ... .. . o o Lo 391
CumulativePoissonDistribution . . . . ... ... ... .. . o o o oo 392
CuriouslyRecurringTemplate . . . . ... ... ... . . L 393
SolverlD . . . . . . e 1115
TreeLattice . . . . .. ... ... .. . 1193
TreeLatticelD . . . . ... .. ... . ... 1195
TreeLattice2D . . . . . . . . .. . 1196
CuriouslyRecurringTemplate< AdditiveEQPBinomialTree > . . . . . . ... ... .. .. 393
Tree< AdditiveEQPBinomialTree > . . . . . . . . . . ... ... .. ... .. ... ... 1191
BinomialTree< AdditiveEQPBinomialTree >. . . . . . . .. ... ... ... .... 234
EqualProbabilitiesBinomialTree< AdditiveEQPBinomialTree > . . . . . . . .. 456
AdditiveEQPBinomialTree . . . . . . . . . . . . ... ... ... 174
CuriouslyRecurringTemplate< Bisection > . . . . . . ... ... ... ... .. ....... 393
SolverlD< Bisection > . . .. .. ... ... ... ... 1115
Bisection . . . .. . . ... 236
CuriouslyRecurringTemplate< BlackScholesLattice< T>> . . . .. ... ... ... ... 393
TreeLattice< BlackScholesLattice< T>> . . . . .. ... ... .. .. ... . ...... 1193
TreeLatticelD< BlackScholesLattice< T>> . . ... ... ... ... ........ 1195
BlackScholesLattice . . . . . ... ... ... ... ... L o 252
TsiveriotisFernandesLattice . . . ... ... ... ... ... ... ... .... 1207
CuriouslyRecurringTemplate< Brent > . . . . . . .. .. ... .. .. ... .. ... 393
SolverlD< Brent > . . .. .. .. ... ... 1115
Brent . . . . . . .. e 277
CuriouslyRecurringTemplate< CoxRossRubinstein > . . . ... ... ... .. ... ... 393
Tree< CoxRossRubinstein > . . . . .. ... ... ... ... ... . . 1191
BinomialTree< CoxRossRubinstein > . . . . ... ..... ... .. .......... 234
EqualJumpsBinomialTree< CoxRossRubinstein > . . . . . ... ... ... ... 455
CoxRossRubinstein . . . . . ... ... ... . L L L oL 384
CuriouslyRecurringTemplate< FalsePosition > . . . .. .. .. ... ... .. ....... 393
SolverlD< FalsePosition > . . . . . ... .. ... .. .. .. ... .. .. .. ..., 1115
FalsePosition . . . . . . ... .. .. ... . 633
CuriouslyRecurringTemplate< JarrowRudd > . . . . ... ... ... ... .. .. ... .. 393
Tree< JarrowRudd > . . . . . . . . . ... 1191
BinomialTree< JarrowRudd > . . . . .. ... .. ... ... .. ........... 234
EqualProbabilitiesBinomialTree< JarrowRudd > . . . . .. ... .. .. ... 456
JarrowRudd . . . . ... .. . .. 833
CuriouslyRecurringTemplate< Joshi4 > . . . . ... ... ... ... . ... ....... 393
Tree< Joshid > . . . . . . . . e e 1191
BinomialTree< Joshid > . . . . . . . . . . . . . ... .. 234
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CuriouslyRecurringTemplate< LeisenReimer > . . . . . ... ... ... ... ... ... 393
Tree< LeisenReimer > . . . . . . ... ... . oo 1191
BinomialTree< LeisenReimer > . . . . ... ... ... ... ... ...... 234
LeisenReimer . . . . . .. .. . ... 851
CuriouslyRecurringTemplate< Newton > . . . .. ... ... ... ... ... ...... 393
SolverlD<Newton > . . . . . .. . .. .. . e 1115
Newton . . . . . . . o e 982
CuriouslyRecurringTemplate< NewtonSafe > . . . ... .. ... ... ... ...... 393
SolverlD< NewtonSafe > . . .. ... ... ... ... ... .. .. .. .. .. ... 1115
NewtonSafe . . . ... ... . . ... 983
CuriouslyRecurringTemplate< OneFactorModel::ShortRateTree > . . . . . . ... .. .. 393
TreeLattice< OneFactorModel::ShortRateTree > . . . . . .. ... ... ... ...... 1193
TreeLatticelD< OneFactorModel::ShortRateTree > . . . . . ... ... ... ... .. 1195
OneFactorModel::ShortRateTree . . . . . . ... ... ... ... ........ 1013
CuriouslyRecurringTemplate< Ridder > . . . . . . ... ... ... .. ... .. .. ... 393
SolverlD<Ridder>. . . . . .. .. ... ... 1115
Ridder . ... ... . . . 1068
CuriouslyRecurringTemplate< Secant > . . . . . . ... .. ... ... .. ... .. ... 393
SolverlD<Secant> . . . . . . . . . . ... 1115
Secant . . . . . . .. 1082
CuriouslyRecurringTemplate<T> . . . . .. ... ... ... ... ... ... ... ... 393
Tree . . . . o 1191
BinomialTree . . . . . . ... .. ... 234
EqualJumpsBinomialTree . . .. ... ... ... ... .. .. .. .. ...... 455
EqualProbabilitiesBinomialTree . . . . . . ... ...... .. .. .. ...... 456
CuriouslyRecurringTemplate< Tian > . . . . . ... ... ... ... ... .. ... ... 393
Tree<Tian > . . . . . . ... L 1191
BinomialTree< Tian > . . . . . . . . .. ... .. L 234
Tian . . .. 1181
CuriouslyRecurringTemplate< Trigeorgis > . . . . . .. ... ... ... ... ... .... 393
Tree< Trigeorgis > . . . . . . . . . . . e 1191
BinomialTree< Trigeorgis > . . . . .. ... ... ... ... .. ... ... .. ... 234
EqualJumpsBinomialTree< Trigeorgis > . . . . .. ... ... .. ... ... .. 455
Trigeorgis . . . . . . . . .. 1202
CuriouslyRecurringTemplate< TrinomialTree > . . . . . . .. ... ... ... ... ... 393
Tree< TrinomialTree > . . . . . . . .. ... . . . L 1191
TrinomialTree . . . . ... .. ... ... 1203
CuriouslyRecurringTemplate< TwoFactorModel::ShortRateTree > . . . . . . ... .. .. 393
TreeLattice< TwoFactorModel::ShortRateTree > . . . . . .. . ... ... ........ 1193
TreeLattice2D< TwoFactorModel::ShortRateTree, TrinomialTree > . . . . . . . .. 1196
TwoFactorModel::ShortRateTree . . . . . .. ... .. ... .. .. .. ...... 1214
Currency . . . . . ... 394
ARSCUITENCY . . . . . . oo 199
ATSCUITenCY . . . . . . o oo e 205
AUDCUITENCY . . . . o oot e 206
BDTCurrency . . ... ... ... 224
BEFCurrency . . . . . . . . .. . 225
BGLCurrency . . . . .. . . . e 227
BRLCurrency . . . . ... .. . e 278
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BYRCurrency . . .. ... ... ... 282
CADCUITENCY . . . . . o o e 283
CHFCurrency . . ... .. ... ... 323
CLPCUrrency . . . . .. . .. ottt 333
CNYCUIrency . . . . . oo it 340
COPCUITeNnCy . . . . o o i e 375
CYPCurrency . . . . .. . .. e 398
CZKCurrency . . . . .. . o i e 401
DEMCUITENCY . . . . . . .ot 410
DKKCUITENCY . . . . o oo o 437
EEKCurrency . . . . ... .. . i 452
ESPCurrency . . . . . . . . .. e 459
EURCurrency . . . . .. . .. . e 462
FIMCurrency . . . . . . . . .. ... 640
FRECurrency . . . . . . . . .. o 689
GBPCurrency . . . . .. . . . . e 727
GRDCUITENCY . . . . o oo 749
HKDCurrency . . . . .. ..o e 758
HUFCurrency . . . . ... .. ... 761
IEPCurrency . . . . . . . . .. 776
ILSCurrency . . . . . . . o e 777
INRCUITeNCY . . . . o o oo e 796
IQDCurrency . . . . . . . . e 825
IRRCUITENCY . . . . . o o 826
ISKCurrency . . . . . . . ... 827
ITLCurrency . . . . . . o o i 830
JPYCurrency . . . . . . . e 836
KRWCurrency . . . . . . . .. o e 841
KWDCurrency . . . . . . . .o e 842
LTLCurrency . . . . . . . . .. o 895
LUFCUrrency . . .. ... . ittt 896
LVLCurrency . . . . . . . . oo 897
MTLCUIrency . . . . . . . oo i 965
MXNCUITENCY . . . . . . o 977
NLGCurrency . . . ... ... ... 985
NOKCurrency . . . . ... .. ... 987
NPRCUrrency . . . . . . . .o e 992
NZDCUITeNCY . . . . . o oo e 997
PKRCurrency . . . . .. . .. . e 1035
PLNCurrency . . . . .. . . . . e 1037
PTECurrency . . . . . . . . . . ... 1046
ROLCurrency . . . .. ... .. i e 1069
RONCurrency . . . . ... .o e 1070
SARCurrency . . . . .. . .. e 1079
SEKCUITENCY . . . . . . o e e e 1085
SGDCUITency . . . . . . . oo i 1089
SITCurrency . . . . . . . ... 1105
SKKCUITENCY . . . . . o o e e 1106
THBCurrency . . . . ... .. . . e 1179
TRLCurrency . . . . .. . .. . e 1204
TRYCurrency . . ... ... e 1206
TIDCurrency . . .. .. ... .. 1209
TWDCurrency . . . . . . . .o e 1211
USDCUITENCY . . . . o o oot e e e e 1225
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VEBCurrency . . .. ... .. . .. e 1239
ZARCUITENCY . . . . o oo e 1245

Curve . . . . 396
CurveState . . . . . . . . .. 397
CMSwapCurveState . . . .. ... ... ... . 339
CoterminalSwapCurveState . . . . . . ... ... ... ... L. L 377
LMMCurveState . . . . . . . . ... 875
Date . . . . . e 402
DayCounter . . . ... ... .. ... ... .. 406
Actual360 . . . . . . .. 170
Actual365Fixed . . .. .. ... .. 171
ActualActual . . . . . ... 172
Business252 . . . ... 281
OneDayCounter . . . . . ... ... ... ... .. .. 1009
SimpleDayCounter . . . ... ... ... ... ... .. ... . ... ... 1093
Thirty360 . . . . . . . 1180
DayCounter:Impl . . . . . . ... . 408
DecInterpCapletVolStructure . . . . .. ... ... .. .. .. .. 409
Discount . . . . . ... .. 417
DiscreteAveragingAsianOption:arguments . . . . .. ... ... ... ... ........ 421
DiscretizedAsset . . . . . . . . ... 424
DiscretizedDiscountBond . . . . ... ... ... . L o 427
DiscretizedOption . . . . . . . .. .. . 428
Disposable . . . . . . . . . 430
DividendVanillaOption:arguments . . . . . . ... ... ... ... ... ... .. . ... 435
Domain . . . .. . ... 440
Duration . . .. ... ... 448
EarlyExercisePathPricer . . . .. .. ... ... .. .. .. .. .. .. 451
EarlyExercisePathPricer< MultiPath > . . . . ... ... .. ... .. .. ... .. .. ... 451
EarlyExercisePathPricer<Path > . . . ... ... ... .. .. .. .. ... .. .. .. ... 451
EndCriteria . . . . . . . ... . 453
ErrorFunction . . . . .. ... . .. ... . e 458
EvolutionDescription . . . . . . . .. ... L 617
exception
Error . . . . e 457
ExchangeRate . . . ... ... ... ... ... ... ... ... 618
Exercise . . . . . . . .. 622
EarlyExercise . . . . . . . . . . e 450
AmericanExercise . . . . ... L o 177
BermudanExercise . . . .. ... ... 226
EuropeanExercise . . . . ... ... ... ... e 613
ExtendedCoxIngersollRoss::Dynamics . . . . . ... .. .. .. .. .. ........... 627
Extrapolator . . . . . . . . ... 631
Interpolation . . . . . . ... 812
BackwardFlatInterpolation . . . . . ... ... ... ... ... L 211
CubicSpline . . . . .. ... .. 388
MonotonicCubicSpline . . . . .. .. ... .. .. 960
NaturalCubicSpline . . . . .. .. ... ... ... .. .. 978
NaturalMonotonicCubicSpline . . . .. ... ... ... ... ... ...... 979
ForwardFlatInterpolation . . .. ... ... ... ... ... .. ... ... ... 668
LinearInterpolation . . . .. . ... ... ... ... L o 865
LogLinearInterpolation . . . . . . . ... ... ... .. .. .. .. .. .. ... 887
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SABRInterpolation . . .. ... .... .. ... ... .. ... ... 1074
Interpolation2D . . . . . ... 814
BicubicSpline . . . ... ... 229
BilinearInterpolation . . . .. ... ... ... .. ... .. L L L 231
TermStructure . . . . . . ... 1175
BlackVolTermStructure . . . . . ... ... ... .. ... L 264
BlackVarianceTermStructure . . . . . . .. ... ... ... . L L L. 260
BlackVarianceCurve. . . . . . . .. ... ... L 256
BlackVarianceSurface . . . . . . . ... .. L L L oL 258
ImpliedVolTermStructure . . . . .. ... ... ... .. ... .. ....... 784
BlackVolatilityTermStructure . . . . . ... ... ... .. ... .. ...... 262
BlackConstantVol . . . . .. ... ... ... 244
CapletVolatilityStructure . . . . .. ... ... .. L o 307
CapletConstantVolatility . . . . ... .......... .. .. .. .. ...... 305
CapVolatilityStructure . . . . . .. ... ... L L 311
CapVolatilityVector . . . . .. .. ... .. .. .. 313
LocalVolTermStructure . . . . . .. .. ... ... ... ... .. 884
LocalConstantVol . . . . ... ... ... ... ... .. ... . 879
LocalVolCurve . . . . . . . ... . . 880
LocalVolSurface . . . .. ... ... .. .. .. .. .. 882
SwaptionVolatilityStructure . . . . .. ... L L Lo Lo 1165
SwaptionConstantVolatility . . . ... ... ........ ... ... ... ... 1156
YieldTermStructure . . . . . . . .. ... ... L 1241
FlatForward . . ... .. ... ... . .. ... . 653
ForwardRateStructure . . . . .. ... ... ... ... .. .. .. . ... 677
CompoundForward . . . . . ... ....... ... .. .. .. .. .. .. ... 347
ForwardSpreadedTermStructure . . .. ... ... ... .. .......... 679
InterpolatedForwardCurve . . .. ... ... ... ... ... ... ..... 808
ImpliedTermStructure . . . . . ... ... ... ... . ... .. .. .. .. .. 782
InterpolatedDiscountCurve . . . ... ... ... ... ... ... ...... 806
InterpolatedDiscountCurve< LogLinear > . . . . . ... ............. 806
ExtendedDiscountCurve . . . . . ... ... ... ... .. .. .. ... 629
ZeroYieldStructure . . . . ... ... 1251
DriftTermStructure . . . . .. .. ... .. ... 446
InterpolatedZeroCurve . . . . . . . ... ... . o 810
PiecewiseZeroSpreadedTermStructure . . . . . ... .............. 1033
QuantoTermStructure . . . . . . . . . . . ... e 1052
ZeroSpreadedTermStructure . . . . . .. ... ... ... L 1248
Factorial . . . . . . . . . . . 632
FaureRsg . . . . . . . . . . e 634
FDDividendEngineMerton73 . . . . . . . . ... ... ... 636
FDDividendEngineShiftScale . . . . . ... ... ... .. .. .. .. .. .. L ... 637
FDEuropeanEngine . . . . . . .. ... ... . ... 638
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FiniteDifferenceModel . . . . . . . . ... ... 641
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GaussHermitePolynomial . . . ... ... ... ... .. .. .. .. .. .. .. ..., 714
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Chapter 5

QuantLib Class Index

5.1 QuantLib Class List

Here are the classes, structs, unions and interfaces with brief descriptions:
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AbcdFunction (Abcd functional form for instantaneous volatility ) . . . . . . ... .. .. 166
AbcdVol (Abcd-interpolated volatility structure ) . . . . . . ... ... oL Lo 168
AccountingEngine (Engine collecting cash flows along a market-model simulation) . . 169
Actual360 (Actual/360 day count convention ) . . . . ... ... .. L L L 170
Actual365Fixed (Actual/365 (Fixed) day count convention ) . . . . .. ... ... .. ... 171
ActualActual (Actual/Actualdaycount) . . . . .. ... oo oo 172
AcyclicVisitor (Degenerate base class for the Acyclic Visitor pattern) . . . .. ... ... 173
AdditiveEQPBinomialTree (Additive equal probabilities binomial tree ) . . . . . . . . .. 174
AffineModel (Affinemodelclass) . . . . . .. . .. .. .. e 175
AmericanCondition (American exercise condition) . .. .. ... ... ... ... .... 176
AmericanExercise (American €Xercise ) . . . . . . . . ..o e e e 177
AmericanPayoffAtExpiry (Analytic formula for American exercise payoff at-expiry op-

HONS ) . . o e 178
AmericanPayoffAtHit (Analytic formula for American exercise payoff at-hit options) . 179
AnalyticBarrierEngine (Pricing engine for barrier options using analytical formulae) . . 180
AnalyticCapFloorEngine (Analytic engine for cap/floor) . .. .. .. ... ... .. ... 181

AnalyticCliquetEngine (Pricing engine for Cliquet options using analytical formulae ) . 182
AnalyticContinuousFixedLookbackEngine (Pricing engine for European continuous

fixed-strike lookback ) . . . . .. ... 183
AnalyticContinuousFloatingL.ookbackEngine (Pricing engine for European continuous

floating-strike lookback ) . . . .. ... ... ... o o 184
AnalyticContinuousGeometricAveragePriceAsianEngine (Pricing engine for European

continuous geometric average price Asian) . . ... ... ... ... ... .. 185
AnalyticDigital AmericanEngine (Analytic pricing engine for American vanilla options

with digital payoff) . . ... .. ... .. .. .. 186
AnalyticDiscreteGeometricAveragePriceAsianEngine (Pricing engine for European dis-

crete geometric average price Asian) . . ... ... ... 187
AnalyticDividendEuropeanEngine (Analytic pricing engine for European options with

discretedividends) . . . ... ... .. . ... ... 188
AnalyticEuropeanEngine (Pricing engine for European vanilla options using analytical

formulae) . . . . .. 189

AnalyticHestonEngine (Analytic Heston-model engine based on Fourier transform ) . . 190
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AnalyticPerformanceEngine (Pricing engine for performance options using analytical

formulae) . . . . . .. 191
Argentina (Argentiniancalendars) . . . ... ... ... . L Lo oL 192
ArmijoLineSearch (Armijo linesearch ). . . . .. ... ... .. ... .. .. ... .. ... 194
Array (1-D array used in linearalgebra) . . . . ... ... ... ... .. . o L. 195
ARSCurrency (Argentinianpeso) . . . . . . . . ... L oo 199
AssetOrNothingPayoff (Binary asset-or-nothing payoff) . . ... ... .......... 200
AssetSwap (Bulletbond vs Liborswap ) . . . ... ... ... ... ... ... ...... 201
AssetSwap::arguments (Arguments for asset swap calculation) . ... ... ... .. .. 203
AssetSwap::results (Results from simple swap calculation) . . . . ... ... ... ... 204
ATSCurrency (Austrianshilling ) . . . ... ... ... ... . . o o 205
AUDCurrency (Australiandollar) . . ... ... ... ... ... .. .. ... . . ... 206
AUDLibor (AUDLIBORrate ) . . . . . . . ..ottt 207
Australia (Australiancalendar ) . . . . .. . . ... L 208
Average (Placeholder for enumerated averaging types) . . . ... ... ... ... .. .. 209
BackwardFlat (Backward-flat interpolation factory and traits) . . .. ... .. ... ... 210
BackwardFlatInterpolation (Backward-flat interpolation between discrete points ) . . . . 211
BaroneAdesiWhaley ApproximationEngine (Barone-Adesi and Whaley pricing engine

for American options (1987) ) . . . . . . .. ... o oo 212
Barrier (Placeholder for enumerated barriertypes) . . . . . ... ... ... .. L. 213
BarrierOption (Barrier optiononasingleasset) . . . ... .. ...... ... ....... 214
BarrierOption::arguments (Arguments for barrier option calculation) . . . . . . ... .. 216
BarrierOption::engine (Barrier-option engine baseclass) . .. .. ... ... ... .... 217
BasketOption (Basket option on anumberofassets) . . . . .. .. ............. 218
BasketOption::arguments (Arguments for basket option calculation) . . ... ... ... 219
BasketOption::iengine (Basket-option enginebaseclass) . . . . .. .. ... ... ..... 220
BatesEngine (Bates model engines based on Fourier transform) . .. ... ... ... .. 221
BatesModel (Bates stochastic-volatility model ) . . . ... ... ...... .. ... ... 223
BDTCurrency (Bangladeshtaka) . . . ... ... ... ... ... ... .. .. .. ... 224
BEFCurrency (Belgianfranc) . . .. ... ... ... .. ... .. ... ... ... ... 225
BermudanExercise (Bermudan exercise ) . . . . . . ... Lo 226
BGLCurrency (Bulgarianlev) . . . . . . .. ... . L 227
Bicubic (Bicubic-spline-interpolation factory ) . . . . .. ... ... o o Lo 228
BicubicSpline (Bicubic-spline interpolation between discrete points ) . . . ... ... .. 229
Bilinear (Bilinear-interpolation factory ) . . ... ... ... ... ... ... ... ... 230
BilinearInterpolation (bilinear interpolation between discrete points ) . . . . . ... ... 231
BinomialConvertibleEngine (Binomial Tsiveriotis-Fernandes engine for convertible

bonds) . . . . ... 232
BinomialDistribution (Binomial probability distribution function) . . . . . ... ... .. 233
BinomialTree (Binomial treebaseclass) . . . ... .. ... .. ... ... .. ...... 234
BinomialVanillaEngine (Pricing engine for vanilla options using binomial trees) . ... 235
Bisection (Bisection 1-D'solver) . . . . . . . . . . . e 236
BivariateCumulativeNormalDistributionDr78 (Cumulative bivariate normal distribu-

tionfunction ) . . . . . . . . L 237
BivariateCumulativeNormalDistributionWe04DP (Cumulative bivariate normal disti-

bution function (West2004) ) . . . . . . . . . . . 238
BjerksundStensland ApproximationEngine (Bjerksund and Stensland pricing engine for

Americanoptions (1993) ) . . . . . .. ... L o oo 239
BlackCalculator (Black 1976 calculatorclass) . . . ... ... ... ... ... ....... 240
BlackCapFloorEngine (Black-formula cap/floorengine) . . . . .. ... ... ... .. .. 243
BlackConstantVol (Constant Black volatility, no time-strike dependence ) . . . . . .. .. 244
BlackIborCouponPricer (Black-formula pricer for capped/floored Ibor coupons) . ... 246
BlackKarasinski (Standard Black-Karasinski model class) . . . . ... ... ... ..... 247
BlackKarasinski::Dynamics (Short-rate dynamics in the Black-Karasinski model ) . . . . 248
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BlackProcess (Black (1976) stochastic process) . . . .. ... ... ... ... ... . ... 249
BlackScholesCalculator (Black-Scholes 1973 calculatorclass ) . . . . . .. .. ... .. .. 250
BlackScholesLattice (Simple binomial lattice approximating the Black-Scholes model ) . 252
BlackScholesMertonProcess (Merton (1973) extension to the Black-Scholes stochastic

PIOCESS ) . o v o v i e 253
BlackScholesProcess (Black-Scholes (1973) stochastic process) . . .. ... ... .. ... 254
BlackSwaptionEngine (Black-formula swaptionengine). . . . . . ... ... ... .. .. 255
BlackVarianceCurve (Black volatility curve modelled as variancecurve) . . . ... ... 256
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BlackVarianceTermStructure (Black variance term structure) . . . . ... ... ... ... 260
BlackVolatilityTermStructure (Black-volatility term structure) . . . . ... ... .. ... 262
BlackVolTermStructure (Black-volatility term structure ) . . . . . ... ... .. ... ... 264
Bond (Basebond class) . . . . . . . . ... 267
BoundaryCondition (Abstract boundary condition class for finite difference problems) 271
BoundaryConstraint (Constraint imposing all arguments to be in [low,high]) . . .. .. 273
BoxMullerGaussianRng (Gaussian random number generator ) . . . ... ... ... .. 274
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QuantLib File Index

6.1 QuantLib File List
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7.1 Numeric types

7.1.1 Detailed Description

A number of numeric types are defined in order to add clarity to function and method declarations.

Typedefs

e typedef QL_INTEGER Integer

integer number

e typedef QL_BIG_INTEGER BigInteger

large integer number

e typedef unsigned QL_INTEGER Natural

positive integer

e typedef QL_REAL Real

real number

e typedef Real Decimal

decimal number

o typedef std::size_t Size

size of a container

e typedef Real Time

continuous quantity with 1-year units

o typedef Real DiscountFactor

discount factor between dates

o typedef Real Rate

interest rates
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o typedef Real Spread

spreads on interest rates

e typedef Real Volatility
volatility

7.1.2 Typedef Documentation
7.1.21 typedef QL_INTEGER Integer
integer number

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp,
FRA.cpp, Replication.cpp, Repo.cpp, and swapvaluation.cpp.

7.1.2.2 typedef QL_BIG_INTEGER BigInteger

large integer number

7.1.2.3 typedef unsigned QL_INTEGER Natural

positive integer

7.1.24 typedef QL_REAL Real

real number
Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp,
FRA .cpp, Replication.cpp, Repo.cpp, and swapvaluation.cpp.

7.1.2.5 typedef Real Decimal

decimal number

7.1.2.6 typedef std:size_t Size

size of a container

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp,
FRA.cpp, Replication.cpp, and swapvaluation.cpp.

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



7.1 Numeric types 103

7.1.2.7 typedef Real Time

continuous quantity with 1-year units

Examples:

ConvertibleBonds.cpp, and DiscreteHedging.cpp.

7.1.2.8 typedef Real DiscountFactor
discount factor between dates

Examples:

DiscreteHedging.cpp.

7.1.2.9 typedef Real Rate
interest rates

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp,
FRA.cpp, Repo.cpp, and swapvaluation.cpp.

7.1.2.10 typedef Real Spread

spreads on interest rates

Examples:

ConvertibleBonds.cpp, EquityOption.cpp, and swapvaluation.cpp.

7.1.211 typedef Real Volatility
volatility

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, and EquityOp-
tion.cpp.
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7.2 Currencies and FX rates

Classes

e class ZARCurrency
South-African rand.

e class ARSCurrency

Argentinian peso.

e class BRLCurrency

Brazilian real.

e class CADCurrency

Canadian dollar.

e class CLPCurrency
Chilean peso.

e class COPCurrency

Colombian peso.

e class MXNCurrency

Mexican peso.

e class TTDCurrency
Trinidad & Tobago dollar.

e class USDCurrency
U.S. dollar.

e class VEBCurrency

Venezuelan bolivar.

e class BDTCurrency
Bangladesh taka.

e class CNYCurrency

Chinese yuan.

e class HKDCurrency
Honk Kong dollar.

e class ILSCurrency

Israeli shekel.

e class INRCurrency

Indian rupee.

e class IQDCurrency
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Iraqi dinar.

e class IRRCurrency

Iranian rial.

e class JPYCurrency

Japanese yen.

e class KRWCurrency

South-Korean won.

e class KWDCurrency

Kuwaiti dinar.

e class NPRCurrency
Nepal rupee.

e class PKRCurrency

Pakistani rupee.

e class SARCurrency
Saudi riyal.

e class SGDCurrency
Singapore dollar

e class THBCurrency
Thai baht.

e class TWDCurrency

Taiwan dollar

e class BGLCurrency

Bulgarian lev.

e class BYRCurrency

Belarussian ruble.

e class CHFCurrency

Swiss franc.

e class CYPCurrency
Cyprus pound.

e class CZKCurrency

Czech koruna.

e class DKKCurrency

Danish krone.
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class EEKCurrency

Estonian kroon.

class EURCurrency

European Euro.

class GBPCurrency

British pound sterling.

class HUFCurrency

Hungarian forint.

class ISKCurrency

Icelandic krona.

class LTLCurrency

Lithuanian litas.

class LVLCurrency

Latvian lat.

class MTLCurrency

Maltese lira.

class NOKCurrency

Norwegian krone.

class PLNCurrency
Polish zloty.

class ROLCurrency

Romanian leu.

class RONCurrency

Romanian new leu.

class SEKCurrency

Swedish krona.

class SITCurrency

Slovenian tolar.

class SKKCurrency

Slovak koruna.

class TRLCurrency
Turkish lira.

class TRYCurrency
New Turkish lira.

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



7.2 Currencies and FX rates

107

e class ATSCurrency
Austrian shilling.

e class BEFCurrency
Belgian franc.

e class DEMCurrency

Deutsche mark.

e class ESPCurrency
Spanish peseta.

e class FIMCurrency

Finnish markka.

e class FRFCurrency

French franc.

e class GRDCurrency

Greek drachma.

e class IEPCurrency

Irish punt.

o class ITLCurrency

Italian lira.

e class LUFCurrency

Luxembourg franc.

e class NLGCurrency
Dutch guilder.

e class PTECurrency

Portuguese escudo.

e class AUDCurrency

Australian dollar.

e class NZDCurrency
New Zealand dollar.
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7.3 Date and time calculations

7.3.1 Detailed Description

The concrete class QuantLib: :Date implements the concept of date. Its functionalities include:

e providing basic information such as weekday, day of the month, day of the year, month,

and year;

e comparing two dates to determine whether they are equal, or which one is the earlier or
later, or the difference between them expressed in days;

e incrementing or decrementing a date of a given number of days, or of a given period

expressed in weeks, months, or years.

Modules

e Calendars

e Day counters

Classes

e class DayCounter

day counter class

e class Calendar

calendar class

e class Date

Concrete date class.

e class Period

Time period described by a number of a given time unit.

Typedefs

e typedef Integer Day

Day number.

o typedef Integer Year

Year number.
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Enumerations

e enum BusinessDayConvention {
Following, ModifiedFollowing, Preceding, ModifiedPreceding,
Unadjusted }

Business Day conventions.

e enum Month {
January = 1, February = 2, March = 3, April =4,
May =5, June = 6, July =7, August = 8,
September =9, October = 10, November = 11, December = 12,
Jan =1, Feb =2, Mar = 3, Apr =4,
Jun=6,Jul =7, Aug =8, Sep =9,
Oct =10, Nov=11, Dec=12}

Month names.

e enum Frequency {
NoFrequency = -1, Once = 0, Annual = 1, Semiannual = 2,
EveryFourthMonth = 3, Quarterly = 4, Bimonthly = 6, Monthly = 12,
Biweekly = 26, Weekly = 52, Daily = 365 }

Frequency of events.

e enum TimeUnit { Days, Weeks, Months, Years }

Units used to describe time periods.

e enum Weekday {
Sunday = 1, Monday = 2, Tuesday = 3, Wednesday = 4,
Thursday = 5, Friday = 6, Saturday =7, Sun =1,
Mon =2, Tue = 3, Wed = 4, Thu = 5,
Fri=6,Sat=7}

7.3.2 Typedef Documentation
7.3.2.1 typedef Integer Day

Day number.

7.3.2.2 typedef Integer Year

Year number.
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7.3.3 Enumeration Type Documentation
7.3.3.1 enum BusinessDayConvention

Business Day conventions.

These conventions specify the algorithm used to adjust a date in case it is not a valid business
day.

Enumerator:

Following Choose the first business day after the given holiday.

ModifiedFollowing Choose the first business day after the given holiday unless it belongs
to a different month, in which case choose the first business day before the holiday.

Preceding Choose the first business day before the given holiday.

ModifiedPreceding Choose the first business day before the given holiday unless it belongs
to a different month, in which case choose the first business day after the holiday.

Unadjusted Do not adjust.

7.3.3.2 enum Month

Month names.

7.3.3.3 enum Frequency

Frequency of events.

Enumerator:

NoFrequency null frequency

Once only once, e.g., a zero-coupon
Annual once a year

Semiannual twice a year
EveryFourthMonth every fourth month
Quarterly every third month
Bimonthly every second month
Monthly once a month

Biweekly every second week
Weekly once a week

Daily once a day

7.3.3.4 enum TimeUnit
Units used to describe time periods.

7.3.3.5 enum Weekday

Day’s serial number MOD 7; WEEKDAY Excel function is the same except for Sunday = 7.
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7.4 Calendars

7.4.1 Detailed Description

The class QuantLib: : Calendar provides the interface for determining whether a date is a business
day or a holiday for a given exchange or a given country, and for incrementing/decrementing a
date of a given number of business days. A number of calendars is contained in the q1/Calendars
directory.

Classes

e class Argentina

Argentinian calendars.

e class Australia

Australian calendar.

e class Brazil

Brazilian calendar.

e class Canada

Canadian calendar.

e class China

Chinese calendar.

e class CzechRepublic

Czech calendars.

e class Denmark

Danish calendar.

e class Finland

Finnish calendar.

e class Germany

German calendars.

e class HongKong
Hong Kong calendars.

e class Hungary

Hungarian calendar.

e class Iceland

Icelandic calendars.

e class India

Indian calendars.
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class Indonesia

Indonesian calendars

class Italy

Italian calendars.

class Japan

Japanese calendar.

class JointCalendar

Joint calendar.

class Mexico

Mexican calendars

class NewZealand

New Zealand calendar.

class Norway

Norwegian calendar.

class NullCalendar

Calendar for reproducing theoretical calculations.

class Poland

Polish calendar.

class SaudiArabia

Saudi Arabian calendar.

class Singapore

Singapore calendars

class Slovakia

Slovak calendars.

class SouthAfrica
South-African calendar.

class SouthKorea

South Korean calendars.

class Sweden

Swedish calendar.

class Switzerland

Swiss calendar.

class Taiwan
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Taiwanese calendars.

e class TARGET
TARGET calendar

e class Turkey

Turkish calendar.

e class Ukraine

Ukrainian calendars.

e class UnitedKingdom

United Kingdom calendars.

e class UnitedStates

United States calendars.
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7.5 Day counters

7.5.1 Detailed Description

The class QuantLib: :DayCounter provides more advanced means of measuring the distance
between two dates according to a given market convention, both as number of days of fraction
of year. A number of such conventions is contained in the ql/DayCounters directory.

Classes

e class Actual360

Actual/360 day count convention.

e class Actual365Fixed
Actual/365 (Fixed) day count convention.

e class ActualActual

Actual/Actual day count.

e class Business252

Business/252 day count convention.

e class OneDayCounter

1/1 day count convention

e class SimpleDayCounter

Simple day counter for reproducing theoretical calculations.

o class Thirty360
30/360 day count convention
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7.6 Pricing engines

Modules

Asian option engines
Barrier option engines
Basket option engines
Cap/floor engines
Cliquet option engines
Forward option engines
Quanto option engines
Swaption engines
Vanilla option engines
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7.7 Asian option engines

7.7.1 Detailed Description

Classes

e class AnalyticContinuousGeometricAveragePriceAsianEngine

Pricing engine for European continuous geometric average price Asian.

e class AnalyticDiscreteGeometricAveragePriceAsianEngine

Pricing engine for European discrete geometric average price Asian.

e class MCDiscreteArithmeticAPEngine

Monte Carlo pricing engine for discrete arithmetic average price Asian.

e class MCDiscreteGeometricAPEngine

Monte Carlo pricing engine for discrete geometric average price Asian.

e class MCDiscreteAveragingAsianEngine

Pricing engine for discrete average Asians using Monte Carlo simulation.
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7.8 Barrier option engines

7.8.1 Detailed Description

Classes

e class AnalyticBarrierEngine

Pricing engine for barrier options using analytical formulae.

e class MCBarrierEngine

Pricing engine for barrier options using Monte Carlo simulation.
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7.9 Basket option engines

7.9.1 Detailed Description

Classes

o class MCAmericanBasketEngine

least-square Monte Carlo engine

o class MCBasketEngine

Pricing engine for basket options using Monte Carlo simulation.

e class StulzEngine
Pricing engine for 2D European Baskets.
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7.10 Cap/floor engines

7.10.1 Detailed Description

Classes

e class AnalyticCapFloorEngine
Analytic engine for capfloor.

e class BlackCapFloorEngine

Black-formula capjfloor engine.

e class MarketModelCapFloorEngine
Market-model cap/floor engine.

e class MCHullWhiteCapFloorEngine
Monte Carlo Hull-White engine for cap/floors.

e class TreeCapFloorEngine

Numerical lattice engine for capjfloors.
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711 Cliquet option engines

7.11.1 Detailed Description

Classes

e class AnalyticCliquetEngine

Pricing engine for Cliquet options using analytical formulae.

e class AnalyticPerformanceEngine

Pricing engine for performance options using analytical formulae.
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7.12 Forward option engines

7.12.1 Detailed Description

Classes

e class ForwardEngine

Forward-engine base class

e class ForwardPerformanceEngine

Forward performance engine

e class MCVarianceSwapEngine

Variance-swap pricing engine using Monte Carlo simulation,.

e class ReplicatingVarianceSwapEngine

Variance-swap pricing engine using replicating cost,.
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7.13 Quanto option engines

7.13.1 Detailed Description

Classes

e class QuantoEngine

Quanto engine base class.
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7.14 Swaption engines

7.14.1 Detailed Description

Classes

e class BlackSwaptionEngine

Black-formula swaption engine.

e class G2SwaptionEngine

Swaption priced by means of the Black formula

e class JamshidianSwaptionEngine

Jamshidian swaption engine.

e class LfmSwaptionEngine

Libor forward model swaption engine based on Black formula

e class TreeSwaptionEngine

Numerical lattice engine for swaptions.
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7.15 Vanilla option engines

7.15.1 Detailed Description

Classes

e class AnalyticDigital AmericanEngine

Analytic pricing engine for American vanilla options with digital payoff.

e class AnalyticDividendEuropeanEngine

Analytic pricing engine for European options with discrete dividends.

e class AnalyticEuropeanEngine

Pricing engine for European vanilla options using analytical formulae.

e class AnalyticHestonEngine

analytic Heston-model engine based on Fourier transform

e class BaroneAdesiWhaley ApproximationEngine
Barone-Adesi and Whaley pricing engine for American options (1987).

e class BatesEngine

Bates model engines based on Fourier transform.

e class BinomialVanillaEngine

Pricing engine for vanilla options using binomial trees.

e class BjerksundStensland ApproximationEngine

Bjerksund and Stensland pricing engine for American options (1993).

e class FDBermudanEngine

Finite-differences Bermudan engine.

e class FDDividendEngineMerton73

Finite-differences pricing engine for dividend options using.

e class FDDividendEngineShiftScale

Finite-differences pricing engine for dividend options using.

e class FDEuropeanEngine

Pricing engine for European options using finite-differences.

e class FDStepConditionEngine

Finite-differences pricing engine for American-style vanilla options.

e class IntegralEngine

Pricing engine for European vanilla options using integral approach.

e class JumpDiffusionEngine
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Jump-diffusion engine for vanilla options.

class JuQuadraticApproximationEngine

Pricing engine for American options with Ju quadratic approximation.

class MCAmericanEngine

American Monte Carlo engine.

class MCDigitalEngine

Pricing engine for digital options using Monte Carlo simulation.

class MCEuropeanEngine

European option pricing engine using Monte Carlo simulation.

class MCEuropeanHestonEngine

Monte Carlo Heston-model engine for European options.

class MCVanillaEngine

Pricing engine for vanilla options using Monte Carlo simulation.

Typedefs

typedef FDEngineAdapter< FDAmericanCondition< FDStepConditionEngine >, OneAs-
setOption::engine > FDAmericanEngine

Finite-differences pricing engine for American one asset options.

typedef FDEngineAdapter< FDAmericanCondition< FDDividendEngine >, Dividend-
VanillaOption::engine > FDDividend AmericanEngine

Finite-differences pricing engine for dividend American options.

typedef FDEngineAdapter< FDDividendEngine, Dividend VanillaOption::engine > FDDiv-
idendEuropeanEngine

Finite-differences pricing engine for dividend European options.

typedef FDEngineAdapter< FDShoutCondition< FDDividendEngine >, DividendVanil-
laOption::engine > FDDividendShoutEngine

Finite-differences shout engine with dividends.

typedef FDEngineAdapter< FDShoutCondition< FDStepConditionEngine >, VanillaOp-
tion::engine > FDShoutEngine

Finite-differences pricing engine for shout vanilla options.

7.15.2 Typedef Documentation

7.15.2.1 typedef FDEngineAdapter<FDAmericanCondition<FDStepConditionEngine>,

OneAssetOption::engine> FDAmericanEngine

Finite-differences pricing engine for American one asset options.
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Tests

e the correctness of the returned value is tested by reproducing results available in litera-
ture.

e the correctness of the returned greeks is tested by reproducing numerical derivatives.

Examples:

EquityOption.cpp.

7.15.2.2 typedef FDEngineAdapter<FDAmericanCondition<FDDividendEngine>,
Dividend VanillaOption::engine> FDDividend AmericanEngine

Finite-differences pricing engine for dividend American options.

Tests
e the correctness of the returned greeks is tested by reproducing numerical derivatives.
e the invariance of the results upon addition of null dividends is tested.
Bug
results are not overly reliable.
Bug
method implied Volatility() utterly fails

7.15.2.3 typedef FDEngineAdapter<FDDividendEngine, DividendVanillaOption::engine>
FDDividendEuropeanEngine

Finite-differences pricing engine for dividend European options.

Tests
e the correctness of the returned greeks is tested by reproducing numerical derivatives.

e the invariance of the results upon addition of null dividends is tested.

7.15.24 typedef FDEngineAdapter<FDShoutCondition<FDDividendEngine>,
DividendVanillaOption::engine> FDDividendShoutEngine

Finite-differences shout engine with dividends.

Bug

results are not overly reliable.
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7.15.2.5 typedef FDEngineAdapter<FDShoutCondition<FDStepConditionEngine>,
VanillaOption::engine> FDShoutEngine

Finite-differences pricing engine for shout vanilla options.

Tests

the correctness of the returned greeks is tested by reproducing numerical derivatives.
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7.16 Finite-differences framework

7.16.1 Detailed Description

This framework (corresponding to the ql/FiniteDifferences directory) contains basic building
blocks for the numerical solution of partial differential equations by means of finite-difference
methods.

Classes

class BoundaryCondition

Abstract boundary condition class for finite difference problems.

class NeumannBC

Neumann boundary condition (i.e., constant derivative).

class DirichletBC

Neumann boundary condition (i.e., constant value).

class BSMOperator
Black-Scholes-Merton differential operator.

class CrankNicolson

Crank-Nicolson scheme for finite difference methods.

class DMinus

D_ matricial representation

class DPlus

D, matricial representation

class DPlusDMinus

D, D_ matricial representation

class DZero

Dy matricial representation

class ExplicitEuler

Forward Euler scheme for finite difference methods

class FiniteDifferenceModel

Generic finite difference model.

class ImplicitEuler

Backward Euler scheme for finite difference methods.

class MixedScheme

Mixed (explicit/implicit) scheme for finite difference methods.
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e class OperatorFactory

Black-Scholes-Merton differential operator.

class StepConditionSet

Parallel evolver for multiple arrays.

class StepCondition

condition to be applied at every time step

class NullCondition

null step condition

class TridiagonalOperator

Base implementation for tridiagonal operator.

Typedefs

o typedef PdeOperator< PdeBSM > BSMTermOperator
Black-Scholes-Merton differential operator.

o typedef PdeOperator< PdeShortRate > OneFactorOperator

Interest-rate single factor model differential operator.

7.16.2 Typedef Documentation
7.16.2.1 typedef PdeOperator<PdeBSM> BSMTermOperator

Black-Scholes-Merton differential operator.

Tests

coefficients are tested against constant BSM operator

7.16.2.2 typedef PdeOperator<PdeShortRate> OneFactorOperator

Interest-rate single factor model differential operator.
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7.17 Short-rate modelling framework

7.17.1 Detailed Description

This framework (corresponding to the gl/ShortRateModels directory) implements some single-
factor and two-factor short rate models. The models implemented in this library are widely
used by practitionners. For the moment, the ShortRateModels::Model class defines the short-rate
dynamics with stochastic equations of the type

dx; = [.l(f, x;)dt + o(t, x;)dW;
where r = f(t, x). If the model is affine (i.e. derived from the QuantLib::AffineModel class), ana-
lytical formulas for discount bonds and discount bond options are given (useful for calibration).
7.17.2 Single-factor models

The Hull & White model

dry = (O(t) — aO)r)dt + o(t)dW,

When « and ¢ are constants, this model has analytical formulas for discount bonds and
discount bond options.

The Black-Karasinski model

dinr, = (0(t) — alnry)dt + cdW;

No analytical tractability here.

The extended Cox-Ingersoll-Ross model

d?’[ = (G(t) - krt)dt +0 \/l’_tdwt

There are analytical formulas for discount bonds (and soon for discount bond options).

7.17.3 Calibration

The class CalibrationHelper is a base class that facilitates the instanciation of market instruments
used for calibration. It has a method marketValue() that gives the market price using a Black
formula, and a modelValue() method that gives the price according to a model

Derived classed are QuantLib::CapHelper and QuantLib:SwaptionHelper.

For the calibration itself, you must choose an optimization method that will find constant param-

eters such that the value:
i (T; — M;)?
. M;
i=1

where T; is the price given by the model and M; is the market price, is minimized. A few
optimization methods are available in the ql/Optimization directory.

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



7.17 Short-rate modelling framework 131

7.17.4 Two-factor models

7.17.5 Pricers

Analytical pricers

If the model is affine, i.e. discount bond options formulas exist, caps are easily priced
since they are a portfolio of discount bond options. Such a pricer is implemented in
QuantLib::AnalyticalCapFloor. In the case of single-factor affine models, swaptions can be priced
using the Jamshidian decomposition, implemented in QuantLib::JamshidianSwaption.

Using Finite Differences

(Doesn’t work for the moment) For the moment, this is only available for single-factor affine
models. If x = x(t, r) is the state variable and follows this stochastic process:

dxy = u(t, x)dt + o(t, x)dW;

any european-style instrument will follow the following PDE:

dP P

o Hox

1
+ EG ? = T’(t, X)P

The adequate operator to feed a Finite Difference Model instance is defined in the
QuantLib::OneFactorOperator class.

Using Trees

Each model derived from the single-factor model class has the ability to return a trinomial tree.
For yield-curve consistent models, the fitting parameter can be determined either analytically
(when possible) or numerically. When a tree is built, it is then pretty straightforward to im-
plement a pricer for any path-independant derivative. Just implement a class derived from
NumericalDerivative (see QuantLib::NumericalSwaption for example) and roll it back until the
present time... Just look at QuantLib::TreeCapFloor and QuantLib::TreeSwaption for working
pricers.

Classes

e class AffineModel
Affine model class.

e class TermStructureConsistentModel

Term-structure consistent model class.

e class ShortRateModel

Abstract short-rate model class.
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e class OneFactorModel

Single-factor short-rate model abstract class.

e class OneFactorAffineModel

Single-factor affine base class.

e class BlackKarasinski

Standard Black-Karasinski model class.

o class CoxIngersollRoss

Cox-Ingersoll-Ross model class.

o class ExtendedCoxIngersollRoss

Extended Cox-Ingersoll-Ross model class.

e class HullWhite
Single-factor Hull-White (extended Vasicek) model class.

e class Vasicek

Vasicek model class

e class TwoFactorModel

Abstract base-class for two-factor models.

e class G2

Two-additive-factor gaussian model class.
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7.18 Financial instruments

7.18.1 Detailed Description

Since version 0.3.4, the Instrument class was reworked as shown in the following figure.

if (isExpired() LazyObject
else ) #calculate(): void
LazyObject::calculate(); #performCalculations(): void
setupArgurents(engine_->argurents());
engine_->argurents()->validate();
engine_->calculate(); engine,
// dynarit_cast needed in real code = —
NPV = engine_->results()->NPY Instrument 6
FisExpired(): bool
#calculate(): void PricingEngine
#performCalculations(): void
#setupExpired(): void —-arguments: Arguments *
+setupArguments (Arguments *): void —results: Results *
+calculate ()
Old-style instrument Newstyle instrument L ------ 1
FisExpired(): bool FisExpired () : bool Y -
#performCalculations(): void +setupArguments (Arguments *): void Concrete engine
————— and possibly —-—--() ----- and possibly -----()
$setupExpired(): void #setupExpired(): void Fcalculate () : void
|—#perfor'ncalculdtlons(): void

I/ override parent imlerantation

Instrurent::perforralculations();
// additional betavior

On the one hand, the checking of the expiration condition is now performed in a method
isExpired() separated from the actual calculation, and a setupExpired() method is provided.
The latter sets the NPV to 0.0 and can be extended in derived classes should any other results be
returned.

On the other hand, the pricing-engine machinery previously contained in the Option class was
moved upwards to the Instrument class. Also, the setupEngine() method was replaced by a
setupArguments (Arguments+) method. This allows one to cleanly implement containment of
instruments with code such as:

class FooArguments : public Arguments { ... };
class Foo : public Instrument {

public:
void setupArguments(Arguments¥);

};
class FooOptionArguments : public FooArguments { ... };
class FooOption : public Option {
private:
Foo underlying_;
public:
void setupArguments(Arguments® args) {

underlying_.setupArguments(args) ;
// set the option-specific part

b

which was more difficult to write with setupEngine().

Therefore, there are now two ways to inherit from Instrument, namely:

1. implement the isExpired method, and completely override the performCalculations
method so that it bypasses the pricing-engine machinery. If the class declared any other
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resultsbeside NPV_and errorEstimate_, the setupExpired method should also be extended
so that those results are set to a value suitable for an expired instrument. This was the
migration path taken for all instruments not previously deriving from the Option class.

define suitable argument and result classes for the instrument and implement the i sExpired
and setupArguments methods, reusing the pricing-engine machinery provided by the de-
fault performCalculations method. The latter can be extended by first calling the default
implementation and then performing any additional tasks required by the instrument—
most often, copying additional results from the pricing engine results to the corresponding
data members of the instrument. As in the previous case, the setupExpired method can be
extended to account for such extra data members.

Classes

e class ContinuousAveraging AsianOption

Continuous-averaging Asian option.

class DiscreteAveraging AsianOption

Discrete-averaging Asian option.

class AssetSwap

Bullet bond vs Libor swap.

class BarrierOption

Barrier option on a single asset.

class BasketOption

Basket option on a number of assets.

class Bond

Base bond class.

class CapFloor

Base class for cap-like instruments.

class Cap

Concrete cap class.

class Floor

Concrete floor class.

class Collar

Concrete collar class.

class CliquetOption
cliquet (Ratchet) option

class CmsRateBond
CMS-rate bond.

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



7.18 Financial instruments

135

class CompositeInstrument

Composite instrument

class Dividend VanillaOption

Single-asset vanilla option (no barriers) with discrete dividends.

class EuropeanOption

European option on a single asset.

class FixedRateBond
fixed-rate bond

class FixedRateBondForward

Forward contract on a fixed-rate bond

class FloatingRateBond

floating-rate bond (possibly capped and/or floored)

class Forward

Abstract base forward class.

class ForwardRateAgreement

Forward rate agreement (FRA) class

class ForwardVanillaOption

Forward version of a vanilla option

class ContinuousFloatingl.ookbackOption

Continuous-floating lookback option.

class ContinuousFixedLookbackOption

Continuous-fixed lookback option.

class QuantoForwardVanillaOption

Quanto version of a forward vanilla option.

class QuantoVanillaOption

quanto version of a vanilla option

class Stock

Simple stock class.

class Swap

Interest rate swap.

class Swaption

Swaption class

class VanillaOption

Vanilla option (no discrete dividends, no barriers) on a single asset.
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e class VarianceSwap

Variance swap.

e class ZeroCouponBond

zero-coupon bond
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7.19 Lattice methods

7.19.1 Detailed Description

The framework (corresponding to the gl/Lattices directory) contains basic building blocks for
pricing instruments using lattice methods (trees). A lattice, i.e. an instance of the abstract class
QuantLib::Lattice, relies on one or several trees (each one approximating a diffusion process)
to price an instance of the Discretized Asset class. Trees are instances of classes derived from
QuantLib::Tree, classes which define the branching between nodes and transition probabilities.

7.19.2 Binomial trees

The binomial method is the simplest numerical method that can be used to price path-independent
derivatives. It is usually the preferred lattice method under the Black-Scholes-Merton model. As
an example, let’s see the framework implemented in the bsmlattice.hpp file. It is a method based
on a binomial tree, with constant short-rate (discounting). There are several approaches to build
the underlying binomial tree, like Jarrow-Rudd or Cox-Ross-Rubinstein.

7.19.3 Trinomial trees

When the underlying stochastic process has a mean-reverting pattern, it is usually better
to use a trinomial tree instead of a binomial tree. An example is implemented in the
QuantLib::TrinomialTree class, which is constructed using a diffusion process and a time-grid.
The goal is to build a recombining trinomial tree that will discretize, at a finite set of times, the
possible evolutions of a random variable y satisfying

dy = u(t, yy)dt + o(t, y,)dW.
At each node, there is a probability p,, p,, and p; to go through respectively the upper, the middle
and the lower branch. These probabilities must satisfy
PuVisi i1 + PmYirrk + Palisih-1 = Eij
and
Pu?/ial,kn + Pm%zﬂ,k + pdyizﬂ,kfl = Viz,j + Eiz,j'

where k (the index of the node at the end of the middle branch) is the index of the node which is the
nearest to the expected future value, E;; = E(y(ti+1)|y(ti) = yi,]-) and Vi]. = Var{y(ti1)ly(t:) = vi}

If we suppose that the variance is only dependant on time V;; = V; and set y;1 to V; V3, we find
that

P = 1 N (Eij = Visri)*  Eij— Visrx
6 6V? 243V,
2 (Eij— Yinrp)?
M
pi = 1, (Eij — Yis1x)? _Eij- Yisrk
6 612 23V,

7.19.4 Bidimensional lattices

To come...
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7.19.5 The QuantLib::DiscretizedAsset class

This class is a representation of the price of a derivative at a specific time. It is roughly an
array of values, each value being associated to a state of the underlying stochastic variables.
For the moment, it is only used when working with trees, but it should be quite easy to make
a use of it in finite-differences methods. The two main points, when deriving classes from
QuantLib::Discretized Asset, are:

1. Define the initialisation procedure (e.g. terminal payoff for european stock options).

2. Define the method adjusting values, when necessary, at each time steps (e.g. apply
the step condition for american or bermudan options). Some examples are found in
QuantLib::DiscretizedSwap and QuantLib::DiscretizedSwaption.

Classes

e class BinomialTree

Binomial tree base class.

o class EqualProbabilitiesBinomialTree

Base class for equal probabilities binomial tree.

o class EqualJumpsBinomialTree

Base class for equal jumps binomial tree.

e class JarrowRudd

Jarrow-Rudd (multiplicative) equal probabilities binomial tree.

e class CoxRossRubinstein

Cox-Ross-Rubinstein (multiplicative) equal jumps binomial tree.

e class AdditiveEQPBinomialTree

Additive equal probabilities binomial tree.

e class Trigeorgis

Trigeorgis (additive equal jumps) binomial tree

e class Tian

Tian tree: third moment matching, multiplicative approach

e class LeisenReimer

Leisen & Reimer tree: multiplicative approach.

e class BlackScholesLattice

Simple binomial lattice approximating the Black-Scholes model.

e class TreeLattice

Tree-based lattice-method base class.

e class TreeLatticelD
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One-dimensional tree-based lattice.

class TreeLattice2D

Two-dimensional tree-based lattice.

class TsiveriotisFernandesLattice

Binomial lattice approximating the Tsiveriotis-Fernandes model.

class Tree

Tree approximating a single-factor diffusion

class TrinomialTree

Recombining trinomial tree class.
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7.20 Math tools

Math facilities of the library include:

7.20.1 Pseudo-random number and low-discrepancy sequence generators

Implementations of pseudo-random number and low-discrepancy sequence generators. They
share the gql/RandomNumbers directory.

7.20.2 One-dimensional solvers

The abstract class QuantLib::Solver1D provides the interface for one-dimensional solvers which
can find the zeroes of a given function.

A number of such solvers is contained in the ql/Solvers1D directory.

The implementation of the algorithms was inspired by "Numerical Recipes in C", 2nd edition,
Press, Teukolsky, Vetterling, Flannery - Chapter 9

Some work is needed to resolve the ambiguity of the root finding accuracy defition: for some
algorithms it is the x-accuracy, for others it is f(x)-accuracy.

7.20.3 Optimizers

The optimization framework (corresponding to the gql/Optimization directory) implements some
multi-dimensional minimizing methods. The function to be minimized is to be derived from
the QuantLib::CostFunction base class (if the gradient is not analytically implemented, it will be
computed numerically).

The simplex method

This method, implemented in QuantLib::Simplex, is rather raw and requires quite a lot of comput-
ing resources, but it has the advantage that it does not need any evaluation of the cost function’s
gradient, and that it is quite easily implemented. First, we must choose N+1 starting points, given
here by a starting point Py and N points such that

P, =Py + Aei,

where A is the problem’s characteristic length scale). These points will form a geometrical form
called simplex. The principle of the downhill simplex method is, at each iteration, to move the
worst point (highest cost function value) through the opposite face to a better point. When the
simplex seems to be constrained in a valley, it will be contracted downhill, keeping the best point
unchanged.

The conjugate gradient method

We'll now continue with a bit more sophisticated method, implemented in
QuantLib::ConjugateGradient . At each step, we minimize (using Armijo’s line search al-
gorithm, implemented in QuantLib::ArmijoLineSearch) the function along a line defined
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by
2
d; = -Vf(x;) + Mdi—h
[V £ (xica)|
d() = —Vf(X()).

As we can see, this optimization method requires the knowledge of the gradient of the cost
function. See QuantLib::ConjugateGradient .
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7.21 Monte Carlo framework

7.21.1 Detailed Description

This framework (corresponding to the ql/MonteCarlo directory) contains basic building blocks
for Monte Carlo simulations.

Classes

e class BrownianBridge

Builds Wiener process paths using Gaussian variates.

o class EarlyExercisePathPricer

base class for early exercise path pricers

e class LongstaffSchwartzPathPricer

Longstaff-Schwarz path pricer for early exercise options.

e class MonteCarloModel

General-purpose Monte Carlo model for path samples.

e class MultiPath

Correlated multiple asset paths.

e class MultiPathGenerator

Generates a multipath from a random number generator.

e class Path

single-factor random walk

e class PathGenerator

Generates random paths using a sequence generator.

e class PathPricer

base class for path pricers

e struct Sample

weighted sample
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7.22 Design patterns

Classes

e class Composite

Composite pattern.

e class CuriouslyRecurringTemplate

Support for the curiously recurring template pattern.

e class LazyObject

Framework for calculation on demand and result caching.

e class Observable

Object that notifies its changes to a set of observables.

e class Observer

Object that gets notified when a given observable changes.

e class Singleton

Basic support for the singleton pattern.

e class AcyclicVisitor

degenerate base class for the Acyclic Visitor pattern
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7.23 Stochastic processes

7.23.1 Detailed Description

The classes QuantLib::StochasticProcess and QuantLib: :StochasticProcess1D provide the
interface for a generic stochastic process. A number of specific processes is contained in the
ql/Processes directory.

Classes

e class GeneralizedBlackScholesProcess

Generalized Black-Scholes stochastic process.

class BlackScholesProcess
Black-Scholes (1973) stochastic process.

class BlackScholesMertonProcess

Merton (1973) extension to the Black-Scholes stochastic process.

class BlackProcess
Black (1976) stochastic process.

class GarmanKohlagenProcess

Garman-Kohlhagen (1983) stochastic process.

class EulerDiscretization

Euler discretization for stochastic processes.

class ForwardMeasureProcess

forward-measure stochastic process

class ForwardMeasureProcess1D

forward-measure 1-D stochastic process

class G2Process

G2 stochastic process

class G2ForwardProcess

Forward G2 stochastic process

class GeometricBrownianMotionProcess

Geometric brownian-motion process.

class HestonProcess

Square-root stochastic-volatility Heston process.

class HullWhiteProcess
Hull-White stochastic process.
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class HullWhiteForwardProcess

Forward Hull-White stochastic process

e class LiborForwardModelProcess

libor-forward-model process

e class Merton76Process

Merton-76 jump-diffusion process.

e class OrnsteinUhlenbeckProcess

Ornstein-Uhlenbeck process class.

e class SquareRootProcess

Square-root process class.

e class StochasticProcessArray

Array of correlated 1-D stochastic processes
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7.24 Term structures

7.24.1 Detailed Description

The abstract class QuantLib::Yield TermStructure provides the common interface to concrete yield-
rate term structure models. Among others, methods are declared which return instantaneous
forward rate, discount factor, and zero rate at a given date. Adapter classes are provided which
already implement part of the required methods, thus allowing the programmer to define only
the non-redundant part.

Classes

e class Interpolated DiscountCurve

Term structure based on interpolation of discount factors.

e class FlatForward

Flat interest-rate curve.

e class InterpolatedForwardCurve

Term structure based on interpolation of forward rates.

e class ForwardSpreadedTermStructure

Term structure with added spread on the instantaneous forward rate.

e class ForwardRateStructure

Forward-rate term structure

e class ImpliedTermStructure

Implied term structure at a given date in the future.

e class PiecewiseYieldCurve

Piecewise yield term structure.

o class PiecewiseZeroSpreaded TermStructure

Term structure with an added vector of spreads on the zero-yield rate.

e class InterpolatedZeroCurve

Term structure based on interpolation of zero yields.

e class ZeroSpreadedTermStructure

Term structure with an added spread on the zero yield rate.

e class ZeroYieldStructure

Zero-yield term structure.

e class YieldTermStructure

Interest-rate term structure.
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Typedefs

e typedef InterpolatedDiscountCurve< LogLinear > DiscountCurve

Term structure based on log-linear interpolation of discount factors.

o typedef InterpolatedForwardCurve< BackwardFlat > ForwardCurve

Term structure based on flat interpolation of forward rates.

o typedef InterpolatedZeroCurve< Linear > ZeroCurve

Term structure based on linear interpolation of zero yields.

7.24.2 Typedef Documentation

7.24.2.1 typedef InterpolatedDiscountCurve<LogLinear> DiscountCurve
Term structure based on log-linear interpolation of discount factors.

Log-linear interpolation guarantees piecewise-constant forward rates.

7.24.2.2 typedef InterpolatedForwardCurve<BackwardFlat> ForwardCurve

Term structure based on flat interpolation of forward rates.

7.24.2.3 typedef InterpolatedZeroCurve<Linear> ZeroCurve

Term structure based on linear interpolation of zero yields.
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7.25 Utilities

Iterators are meant to build a sequence on the fly from one or more other sequences, without
having to allocate place for storing it. A couple of examples: suppose we have a function which
calculates the average of a sequence, and that for genericity we have implemented it as a template
function which takes the beginning and the end of the sequence, so that its declaration is:

template <class Iterator>
typename Iterator::value_type
average(const Iterator& begin, const Iterator& end)

This kind of genericity allows one to use the same function to calculate the average of a std::vector,
a std::list, a QuantLib::History, any other container, of a subset of any of the former.

Now let’s say we have two sequences of numbers, and we want to calculate the average of their
products. One approach could be to store the products in another sequence, and to calculate the
average of the latter, as in:

// we have sequencel and sequence2 and assume equal size:

// first we store their product in a vector...

std: :vector<double> products;

std: :transform(sequencel.begin(),sequencel.end(), // first sequence

sequence2.begin(), // second sequence

std: :back_inserter(products), // output

std::multiplies<double>()); // operation to perform
// ...then we calculate the average

double result = average(products.begin(),products.end());

The above works, however, it might be not particularly efficient since we have to allocate the
product vector, quite possibly just to throw it away when the calculation is done.

QuantLib::coupling_iterator allows us to do the same thing without allocating the extra vector:
what we do is simply:

// we have sequencel and sequence2 and assume equal size:
double result = average(
make_coupling_iterator(sequencel.begin(),
sequence2.begin(),
std::multiplies<double()),
make_coupling_iterator(sequencel.end(),
sequence2.end(),
std::multiplies<double()));

The call to make_coupling_iterator creates an iterator which is really a reference to the two
iterators and the operation we passed. Dereferencing such iterator returns the result of applying
such operation to the values pointed to by the two contained iterators. Advancing the coupling
iterator advances the two underlying ones. One can see how iterating on such iterator generates
the products one by one so that they can be processed by average (), but does not need allocating
memory for storing the results. The product sequence is generated on the fly.

The other iterators share the same principle but have different functionalities:

e combining_iterator is the same as coupling_iterator, but works on N sequences while the
latter works on 2;

e filtering_iterator generates the elements of a given sequence which satisfy a given predicate,
i.e., it takes a sequence [xp, x1,...] and a predicate p and generates the sequence of those x;
for which p(x;) returns true;
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e processing_iterator takes a sequence [xo, x1, . ..] and a function f and generates the sequence

[f(x0), f(x1),--.];

e stepping_iterator takes a sequence [xy,x1,...] and a step m and generates the sequence
[XO, Xy X2my « ]
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7.26 QuantLib macros

7.26.1 Detailed Description

Global definitions and a few macros which help porting the code to different compilers.

Modules

Generic macros
Numeric limits
Template capabilities
Iterator support
Debugging macros

Defines

o #define QL_VERSION "0.8.1"

version string

o #define QL_HEX_VERSION 0x000801f0

version hexadecimal number

o #define QL_LIB_VERSION "0_8_1"

version string for output lib name
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7.27 Generic macros

7.27.1 Detailed Description

Miscellaneous macros for compiler idiosyncrasies not fitting other categories.

Defines

o #define QL_DUMMY_RETURN(x)

Is a dummy return statement required?

7.27.2 Define Documentation
7.27.2.1 #define QL_DUMMY_RETURN(x)

Is a dummy return statement required?

Some compilers will issue a warning if it is missing even though it could never be reached during
execution, e.g., after a block like

if (condition)
return validResult;
else
QL_FAIL("whatever the reason");

On the other hand, other compilers will issue a warning if it is present because it cannot be
reached. For the code to be portable this macro should be used after the block.
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7.28 Numeric limits

7.28.1 Detailed Description

Some compilers do not give an implementation of <limits> yet. For the code to be portable
these macros should be used instead of the corresponding method of std: :numeric_limits or
the corresponding macro defined in <limits.h>.

Defines

#define QL_MIN_INTEGER ((std:numeric_limits<QL_INTEGER>::min)())
#define QL_MAX_INTEGER ((std::numeric_limits<QL_INTEGER>::max)())
#define QL_MIN_REAL -((std::numeric_limits<QL_REAL>::max)())

#define QL_MIN_POSITIVE_REAL ((std::numeric_limits<QL_REAL>::min)())
#define QL_MAX_REAL ((std::numeric_limits<QL_REAL>::max)())

#define QL_EPSILON ((std::numeric_limits<QL_REAL>::epsilon)())

#define QL_NULL_INTEGER ((std::numeric_limits<int>::max)())

#define QL_NULL_REAL ((std::numeric_limits<float>::max)())

7.28.2 Define Documentation
7.28.2.1 #define QL_MIN_INTEGER ((std::numeric_limits<QL_INTEGER>::min)())

Defines the value of the largest representable negative integer value

7.28.2.2 #define QL_MAX_INTEGER ((std::numeric_limits<QL_INTEGER>::max)())

Defines the value of the largest representable integer value

7.28.2.3 #define QL_MIN_REAL -((std::numeric_limits<QL_REAL>:max)())

Defines the value of the largest representable negative floating-point value

7.28.2.4 #define QL_MIN_POSITIVE_REAL ((std::numeric_limits<QL_REAL>:min)())

Defines the value of the smallest representable positive double value

7.28.2.5 #define QL_MAX_REAL ((std::numeric_limits<QL_REAL>:max)())

Defines the value of the largest representable floating-point value

7.28.2.6 #define QL_EPSILON ((std::numeric_limits<QL_REAL>::epsilon)())

Defines the machine precision for operations over doubles
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7.29 Template capabilities

7.29.1 Detailed Description
Some compilers still do not fully implement the template syntax. These macros can be used to

select between alternate implementations of blocks of code, namely, one that takes advantage of
template programming techniques and a less efficient one which is compatible with all compilers.

Defines

o #define QL_TYPENAME typename

7.29.2 Define Documentation
7.29.2.1 #define QL_TYPENAME typename

In Visual C++ 6, typename can only be used in template declarations and not in template defini-
tions.
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7.30 Iterator support

7.30.1 Detailed Description
Some compilers still define the iterator struct outside the std namespace, only partially implement

it, or do not implement it at all. For the code to be portable these macros should be used instead
of the actual functions.

Defines

o #define QL_FULL_ITERATOR_SUPPORT

7.30.2 Define Documentation
7.30.2.1 #define QL_FULL_ITERATOR_SUPPORT

Some compilers (most notably, Visual C++ 6) still do not fully support iterators in their STL
implementation. This macro can be used to select between alternate implementations of blocks
of code, namely, one that takes advantage of full iterator support and a less efficient one which is
compatible with all compilers.
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7.31 Output manipulators

7.31.1 Detailed Description

Helper functions for creating formatted output.

Functions

e detail::short_date_holder short_date (const Date &)
output dates in short format (mmyddfyyyy)

e detail:long_date_holder long_date (const Date &)
output dates in long format (Month ddth, yyyy)

e detail::iso_date_holder iso_date (const Date &)

output dates in ISO format (yyyy-mm-dd)

e detail::long_period_holder long_period (const Period &)

output periods in long format (e.g. "2 weeks”)

o detail::short_period_holder short_period (const Period &)

output periods in short format (e.g. "2w”)

e detail:long_weekday_holder long_weekday (Weekday)

output weekdays in long format

e detail::short_weekday_holder short_weekday (Weekday)

output weekdays in short format (three letters)

o detail::shortest_weekday_holder shortest_weekday (Weekday)

output weekdays in shortest format (two letters)

® template<typename T>

detail:null_checker< T > checknull (T)
check for nulls before output

e detail::ordinal_holder ordinal (Size)

outputs naturals as 1st, 2nd, 3rd...

® template<typename T>
detail::power_of_two_holder< T > power_of_two (T)

output integers as powers of two

o detail::percent_holder percent (Real)

output reals as percentages

e detail::percent_holder rate (Rate)

output rates and spreads as percentages
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e detail::percent_holder volatility (Volatility)

output volatilities as percentages

7.31.2 Function Documentation
7.31.2.1 detail::short_date_holder QuantLib::io::short_date (const Date &)

output dates in short format (mm/dd/yyyy)

7.31.2.2 detail::long_date_holder QuantLib::io::long_date (const Date &)

output dates in long format (Month ddth, yyyy)

7.31.2.3 detail::iso_date_holder QuantLib::io::iso_date (const Date &)

output dates in ISO format (yyyy-mm-dd)

7.31.2.4 detail::long_period_holder QuantLib:io::long_period (const Period &)

output periods in long format (e.g. "2 weeks")

7.31.2.5 detail::short_period_holder QuantLib:io::short_period (const Period &)

output periods in short format (e.g. "2w")

7.31.2.6 detail:long_weekday_holder QuantLib::io::long_weekday (Weekday)

output weekdays in long format

7.31.2.7 detail::short_weekday_holder QuantLib::io::short_weekday (Weekday)

output weekdays in short format (three letters)

7.31.2.8 detail::shortest_weekday_holder QuantLib::io::shortest_weekday (Weekday)

output weekdays in shortest format (two letters)

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



7.32 Debugging macros 157

7.32 Debugging macros

7.32.1 Detailed Description

For debugging purposes, macros can be used to output information about the code being executed.

Defines

o #define QL_TRACE_ENABLE

enable tracing

o #define QL_TRACE_DISABLE

disable tracing

o #define QL_TRACE_ON(out)

set tracing stream

o #define QL_TRACE(message)

output tracing information

o #define QL_TRACE_ENTER_FUNCTION

output tracing information

o #define QL_TRACE_EXIT_FUNCTION

output tracing information

o #define QL_TRACE_LOCATION

output tracing information

o #define QL_TRACE_VARIABLE(variable)

output tracing information

7.32.2 Define Documentation
7.32.2.1 #define QL_TRACE_ENABLE

enable tracing

The statement

QL_TRACE_ENABLE;

canbe used to enable tracing. Such statement might be ignored; refer to QL_TRACE for details.

Examples:

tracing_example.cpp.
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7.32.2.2 #define QL_TRACE_DISABLE

disable tracing

The statement

QL_TRACE_DISABLE;

can be used to disable tracing. Such statement might be ignored; refer to QL_TRACE for details.

7.32.2.3 #define QL_TRACE_ON(out)

set tracing stream

The statement

QL_TRACE_ON(stream);

can be used to set the stream where tracing messages are output. Such statement might be
ignored; refer to QL_TRACE for details.

7.32.2.4 #define QL_TRACE(message)
output tracing information
The statement

QL_TRACE (message) ;

can be used to output a trace of the code being executed. If tracing was disabled during config-
uration, such statements are removed by the preprocessor for maximum performance; if it was
enabled, whether and where the message is output depends on the current settings.

Examples:

tracing_example.cpp.

7.32.2.,5 #define QL_TRACE_ENTER_FUNCTION
output tracing information
The statement

QL_TRACE_ENTER_FUNCTION;

can be used at the beginning of a function to trace the fact that the program execution is entering
such function. It should be paired with a corresponding QL_TRACE_EXIT_FUNCTION macro.
Such statement might be ignored; refer to QL_TRACE for details. Also, function information
might not be available depending on the compiler.

Examples:

tracing_example.cpp.
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7.32.2.6 #define QL_TRACE_EXIT_FUNCTION

output tracing information

The statement

QL_TRACE_EXIT_FUNCTION;

can be used before returning from a function to trace the fact that the program execution is exiting
such function. It should be paired with a corresponding QL_TRACE_ENTER_FUNCTION macro.
Such statement might be ignored; refer to QL_TRACE for details. Also, function information
might not be available depending on the compiler.

Examples:

tracing_example.cpp.

7.32.2.7 #define QL_TRACE_LOCATION

output tracing information

The statement

QL_TRACE_LOCATION;

can be used to trace the current file and line. Such statement might be ignored; refer to QL_TRACE
for details.

Examples:

tracing_example.cpp.

7.32.2.8 #define QL_TRACE_VARIABLE(variable)

output tracing information

The statement

QL_TRACE_VARIABLE(variable);

can be used to trace the current value of a variable. Such statement might be ignored; refer to
QL_TRACE for details. Also, the variable type must allow sending it to an output stream.

Examples:

tracing_example.cpp.
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8.1 std Namespace Reference

8.1.1 Detailed Description

STL namespace.
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9.1 Abcd Class Reference

#include <ql/termstructures/volatilities/abcd.hpp>

9.1.1 Detailed Description

Abcd functional form for instantaneous volatility

f(T-t)y=[a+bT-1)]e T +d

following Rebonato notation.

Public Member Functions

e Abcd (Real a=-0.06, Real b=0.17, Real ¢=0.54, Real d=0.17, bool alsFixed=false, bool bls-
Fixed=false, bool cIsFixed=false, bool dIsFixed=false)
e Real operator() (Time u) const

instantaneous volatility at time to maturity u:

Real a () const

Real b () const

Real ¢ () const

Real d () const

Real instantaneousVolatility (Time t, Time T) const

Real instantaneousVariance (Time t, Time T) const

Real instantaneousCovariance (Time u, Time T, Time S) const
Real volatility (Time tMin, Time tMax, Time T) const

Real variance (Time tMin, Time tMax, Time T) const

Real covariance (Time tMin, Time tMax, Time T, Time S) const
Real shortTermVolatility () const

instantaneous volatility when time to maturity = 0.0



164

QuantLib Class Documentation

Real longTermVolatility () const

instantaneous volatility when time to maturity = +inf

Real maximumLocation () const

time to maturity at which the instantaneous volatility reaches maximum (if any)

Real maximumVolatility () const

maximum of the instantaneous volatility

std::vector< Real > k (const std::vector< Real > &blackVols, const std::vector< Real >::const_-
iterator &t) const

adjustment factors needed to match Black vols

Real error (const std::vector< Real > &blackVols, const std::vector< Real >::const_iterator
&t) const

volatility error

Real maxError (const std::vector< Real > &blackVols, const std::vector< Real >:const_-
iterator &t) const

volatility max error

EndCriteria::Type calibration (const std:vector< Real > &blackVols, const
std:vector< Real >:const_iterator &t, const boost::shared ptr< EndCriteria >
&endCriteria=boost::shared_ptr< EndCriteria >(), const boost::shared_ptr< Optimization-
Method > &method=boost::shared_ptr< OptimizationMethod >())

calibration

Friends

e class AbcdCostFunction

9.1.2 Member Function Documentation

9.1.2.1 Real instantaneousVolatility (Time ¢, Time T) const

instantaneous volatility at time t of the T-fixing rate:

f(T=1)

9.1.2.2 Real instantaneousVariance (Time t, Time T) const

instantaneous variance at time t of T-fixing rate:

f(T=HAT -1
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9.1.2.3 Real instantaneousCovariance (Time u, Time T, Time S) const

instantaneous covariance at time t between T and S fixing rates:

T =u)f(S—u)

9.1.2.4 Real volatility (Time tMin, Time tMax, Time T) const

volatility in [tMin,tMax] of T-fixing rate:

tMax
\/ SHT — u)du

tMin

9.1.2.5 Real variance (Time tMin, Time tMax, Time T) const

variance in [tMin,tMax] of T-fixing rate:

tMax
f fz(T —u)du

tMin

9.1.2.6 Real covariance (Time tMin, Time tMax, Time T, Time S) const

covariance in [tMin,tMax] between T and S fixing rates:

tMax

f(T—u)f(S—u)du

tMin
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9.2 AbcdFunction Struct Reference

#include <qgl/termstructures/volatilities/abcd.hpp>

9.2.1 Detailed Description

Abcd functional form for instantaneous volatility

f(T-t)=[a+bT-1)]eT D +d

following Rebonato’s notation.

Public Member Functions

e AbcdFunction (Real a=-0.06, Real b=0.17, Real c=0.54, Real d=0.17)
e Real operator() (Time u) const

volatility function value at time u:

fu)

e Real maximumLocation () const

time at which the volatility function reaches maximum (if any)

e Real maximumValue () const

maximum value of the volatility function

e Real shortTermValue () const

volatility function value at time 0:

f(0)

e Real longTermValue () const

volatility function value at time +inf:

f(inf)

e Real covariance (Time t, Time T, Time S) const

e Real covariance (Time t1, Time t2, Time T, Time S) const
e Real primitive (Time t, Time T, Time S) const

e Real volatility (Time T, Time tMax, Time tMin) const

e Real variance (Time T, Time tMax, Time tMin) const

Public Attributes

e Reala_
e Realb_
e Real c_
e Reald_
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9.2.2 Member Function Documentation
9.2.2.1 Real covariance (Time t, Time T, Time S) const

instantaneous covariance function at time t between T-fixing and S-fixing rates

AT =DfS-1)

9.2.2.2 Real covariance (Time t1, Time t2, Time T, Time S) const

integral of the instantaneous covariance function between time t1 and t2 for T-fixing and S-fixing
rates

12
j;l f(T-1f(S—t)dt

9.2.2.3 Real primitive (Time ¢, Time T, Time S) const

indefinite integral of the instantaneous covariance function at time t between T-fixing and S-fixing
rates

[ ra=nss-pa

9.2.2.4 Real volatility (Time T, Time tMax, Time tMin) const

volatility in [tMin,tMax] of T-fixing rate:
tMax
f fA(T — u)du
tMin

9.2.2.5 Real variance (Time T, Time tMax, Time tMin) const

variance in [tMin,tMax] of T-fixing rate:

tMax
AT - u)du

tMin
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9.3 AbcdVol Class Reference

#include <ql/models/marketmodels/models/abcdvol.hpp>

MarketModel

AbcdVol

Inheritance diagram for AbcdVol:

9.3.1 Detailed Description

Abcd-interpolated volatility structure

Public Member Functions

e AbcdVol (Real a, Real b, Real ¢, Real d, const std::vector< Real > &ks, const boost::shared_-
ptr< PiecewiseConstantCorrelation > &corr, const EvolutionDescription &evolution, const
Size numberOfFactors, const std::vector< Rate > &initialRates, const std::vector< Spread >
&displacements)

MarketModel interface

const std::vector< Rate > & initialRates () const
const std::vector< Spread > & displacements () const
const EvolutionDescription & evolution () const

Size numberOfRates () const

Size numberOfFactors () const

Size numberOfSteps () const

const Matrix & pseudoRoot (Size i) const
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9.4 AccountingEngine Class Reference

#include <ql/models/marketmodels/accountingengine.hpp>

9.4.1 Detailed Description

Engine collecting cash flows along a market-model simulation.

Public Member Functions

e AccountingEngine (const boost::shared_ptr< MarketModelEvolver > &evolver, const
Clone< MarketModelMultiProduct > &product, Real initialNumeraireValue)
e void multiplePathValues (SequenceStatistics &stats, Size numberOfPaths)
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9.5 Actual360 Class Reference

#include <ql/time/daycounters/actual360.hpp>

Inheritance diagram for Actual360:

DayCounter

Actual360

9.5.1 Detailed Description

Actual/360 day count convention.

Actual/360 day count convention, also known as "Act/360", or "A/360".

Examples:

Repo.cpp, and swapvaluation.cpp.
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9.6 Actual365Fixed Class Reference

#include <ql/time/daycounters/actual365fixed.hpp>
Inheritance diagram for Actual365Fixed:

DayCounter
Actual365Fixed

9.6.1 Detailed Description

Actual/365 (Fixed) day count convention.
"Actual/365 (Fixed)" day count convention, also know as "Act/365 (Fixed)", "A/365 (Fixed)", or

"A/365F".
Warning

According to ISDA, "Actual/365" (without "Fixed") is an alias for "Actual/Actual (ISDA)" (see
ActualActual.) If Actual/365 is not explicitly specified as fixed in an instrument specification,
you might want to double-check its meaning.

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp,
and Replication.cpp.
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9.7 ActualActual Class Reference

#include <ql/time/daycounters/actualactual.hpp>

DayCounter
ActualActual

Inheritance diagram for ActualActual:

9.7.1 Detailed Description

Actual/Actual day count.

The day count can be calculated according to:

e theISDA convention, also known as "Actual/Actual (Historical)", "Actual/Actual”, "Act/Act",
and according to ISDA also "Actual/365", "Act/365", and "A/365";

e the ISMA and US Treasury convention, also known as "Actual/Actual (Bond)";

e the AFB convention, also known as "Actual/Actual (Euro)".

Formore details, refertohttp://www.isda.org/publications/pdf/Day-Count-Fracation1999.pdf

Tests

the correctness of the results is checked against known good values.

Examples:

FRA .cpp, and swapvaluation.cpp.

Public Types

e enum Convention {
ISMA, Bond, ISDA, Historical,
Actual365, AFB, Euro }

Public Member Functions

e ActualActual (Convention c=ActualActual::ISDA)
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9.8 AcyclicVisitor Class Reference

#include <ql/patterns/visitor.hpp>

9.8.1 Detailed Description

degenerate base class for the Acyclic Visitor pattern
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9.9 AdditiveEQPBinomialTree Class Reference

#include <ql/methods/lattices/binomialtree.hpp>

Inheritance diagram for AdditiveEQPBinomialTree:

| CuriouslyRecurringTemplate< AdditiveEQPBinomialTree >

[ Tee< AdditiveEQPBinomiaiTiee > |

[ BinomialTree< AdditiveEQPBinomialTree > |

| EqualProbabilitiesBinomialTree< AdditiveEQPBinomialTree > |

AdditiveEQPBinomialTree

9.9.1 Detailed Description

Additive equal probabilities binomial tree.

Public Member Functions

o AdditiveEQPBinomialTree (const boost::shared_ptr< StochasticProcess1D > &, Time end,
Size steps, Real strike)
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9.10 AffineModel Class Reference

#include <ql/models/model.hpp>
Inheritance diagram for AffineModel:

Observable

A

AffineModel

Y

|LiborForwardModeI | | OneFactorAffineModel |

| CoxIngersollRoss | | Vasicek |

|ExtendedCoxIngersoIIRoss | | HullWhite |

9.10.1 Detailed Description

Affine model class.

Base class for analytically tractable models.

Public Member Functions

e virtual DiscountFactor discount (Time t) const=0

Implied discount curve.

e virtual Real discountBond (Time now, Time maturity, Array factors) const=0
e virtual Real discountBondOption (Option::Type type, Real strike, Time maturity, Time
bondMaturity) const =0
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9.11 AmericanCondition Class Reference

#include <ql/methods/finitedifferences/americancondition.hpp>

9.11.1 Detailed Description
American exercise condition.

Todo
unify the intrinsicValues/Payoff thing

Public Member Functions

e AmericanCondition (Option::Type type, Real strike)
e AmericanCondition (const Array &intrinsicValues)
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9.12 AmericanExercise Class Reference

#include <ql/exercise.hpp>

Inheritance diagram for AmericanExercise:

Exercise
[

EarlyExercise
A;
AmericanExercise

9.12.1 Detailed Description

American exercise.

An American option can be exercised at any time between two predefined dates; the first date
might be omitted, in which case the option can be exercised at any time before the expiry.

Todo

check that everywhere the American condition is applied from earliestDate and not earlier

Examples:

ConvertibleBonds.cpp, and EquityOption.cpp.

Public Member Functions

e AmericanExercise (const Date &earliestDate, const Date &latestDate, bool payoffAtEx-
piry=false)
e AmericanExercise (const Date &latestDate, bool payoffAtExpiry=false)
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9.13 AmericanPayoffAtExpiry Class Reference

#include <ql/pricingengines/americanpayoffatexpiry.hpp>

9.13.1 Detailed Description

Analytic formula for American exercise payoff at-expiry options.

Todo

calculate greeks

Public Member Functions

e AmericanPayoff AtExpiry (Real spot, DiscountFactor discount, DiscountFactor dividend-
Discount, Real variance, const boost::shared_ptr< StrikedTypePayoff > &payoff)
e Real value () const
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9.14 AmericanPayoffAtHit Class Reference

#include <ql/pricingengines/americanpayoffathit.hpp>

9.14.1 Detailed Description

Analytic formula for American exercise payoff at-hit options.

Todo

calculate greeks

Public Member Functions

e AmericanPayoffAtHit (Real spot, DiscountFactor discount, DiscountFactor dividendDis-
count, Real variance, const boost::shared_ptr< StrikedTypePayoff > &payoff)

Real value () const

Real delta () const

Real gamma () const

Real rho (Time maturity) const
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9.15 AnalyticBarrierEngine Class Reference

#include <ql/pricingengines/barrier/analyticbarrierengine.hpp>

Inheritance diagram for AnalyticBarrierEngine:

Observable

A

PricingEngine

A

GenericEngine< BarrierOption::arguments, BarrierOption::results >

A

AnalyticBarrierEngine

9.15.1 Detailed Description

Pricing engine for barrier options using analytical formulae.

The formulas are taken from "Option pricing formulas”, E.G. Haug, McGraw-Hill, p.69 and
following.

Tests

the correctness of the returned value is tested by reproducing results available in literature.

Todo

rework to avoid repeated casts inside utility methods

Public Member Functions

e void calculate () const
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9.16 AnalyticCapFloorEngine Class Reference

#include <ql/pricingengines/capfloor/analyticcapfloorengine.hpp>

Inheritance diagram for AnalyticCapFloorEngine:

Observable

A

PricingEngine
A
| GenericEngine< CapFloor::arguments, CapFloor::results > | | Observer |

/'

| GenericModelEngine< AffineModel, CapFloor::arguments, CapFloor::results >

AnalyticCapFloorEngine

9.16.1 Detailed Description

Analytic engine for cap/floor.

Public Member Functions

o AnalyticCapFloorEngine (const boost::shared_ptr< AffineModel > &model)
e void calculate () const
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9.17 AnalyticCliquetEngine Class Reference

#include <ql/pricingengines/cliquet/analyticcliquetengine.hpp>

Inheritance diagram for AnalyticCliquetEngine:

Observable

A

PricingEngine

A

GenericEngine< CliquetOption::arguments, CliquetOption::results >

engine

A

AnalyticCliquetEngine

9.17.1 Detailed Description
Pricing engine for Cliquet options using analytical formulae.

Tests

e the correctness of the returned value is tested by reproducing results available in litera-
ture.

e the correctness of the returned greeks is tested by reproducing numerical derivatives.

Public Member Functions

e void calculate () const
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9.18 AnalyticContinuousFixedLookbackEngine Class Refer-
ence

#include <qgl/pricingengines/lookback/analyticcontinuousfixedlookback.hpp>

Inheritance diagram for AnalyticContinuousFixedLookbackEngine:

Observable

A

PricingEngine

A

GenericEngine< ContinuousFixedLookbackOption::arguments, ContinuousFixedLookbackOption::results >

A

AnalyticContinuousFixedLookbackEngine

9.18.1 Detailed Description

Pricing engine for European continuous fixed-strike lookback.

Formula from "Option Pricing Formulas", E.G. Haug, McGraw-Hill, 1998, p.63-64
Tests

returned values are verified against results from literature

Public Member Functions

e void calculate () const
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9.19 AnalyticContinuousFloatingLookbackEngine Class Refer-

ence

#include <ql/pricingengines/lookback/ana

lyticcontinuousfloatinglookback.hpp>

Inheritance diagram for AnalyticContinuousFloatingLookbackEngine:

Observable

]

Pricing

[

Y

Engine

Y

GenericEngine< ContinuousFloatingLookbackOption::ar

guments, ContinuousFloatingLookbackOption::results >

]

[

A

Y

AnalyticContinuousFlo

atingLookbackEngine

9.19.1 Detailed Description

Pricing engine for European continuous floating-strike lookback.

Formula from "Option Pricing Formulas", E.G. Haug, McGraw-Hill, 1998, p.61-62

Tests

returned values verified against results from literature

Public Member Functions

e void calculate () const
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9.20 AnalyticContinuousGeometricAveragePriceAsianEngine
Class Reference

#include <ql/pricingengines/asian/analytic_cont_geom_av_price.hpp>

Inheritance diagram for AnalyticContinuousGeometricAveragePriceAsianEngine:

Observable

A

A

GenericEngine< ContinuousAveragingAsianOption::arguments, ContinuousAveragingAsianOption::results >

engine

A

AnalyticContinuousGeometricAveragePriceAsianEngine

9.20.1 Detailed Description

Pricing engine for European continuous geometric average price Asian.

This class implements a continuous geometric average price Asian option with European exercise.
The formula is from "Option Pricing Formulas", E. G. Haug (1997) pag 96-97.

Tests
e the correctness of the returned value is tested by reproducing results available in litera-
ture, and results obtained using a discrete average approximation.
e the correctness of the returned greeks is tested by reproducing numerical derivatives.
Todo

handle seasoned options

Public Member Functions

e void calculate () const
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9.21 AnalyticDigitalAmericanEngine Class Reference

#include <ql/pricingengines/vanilla/analyticdigitalamericanengine.hpp>

9.21.1 Detailed Description

Analytic pricing engine for American vanilla options with digital payoff.

Todo

add more greeks (as of now only delta and rho available)

Tests

e the correctness of the returned value in case of cash-or-nothing at-hit digital payoff is
tested by reproducing results available in literature.

e the correctness of the returned value in case of asset-or-nothing at-hit digital payoff is
tested by reproducing results available in literature.

e the correctness of the returned value in case of cash-or-nothing at-expiry digital payoff
is tested by reproducing results available in literature.

e the correctness of the returned value in case of asset-or-nothing at-expiry digital payoff
is tested by reproducing results available in literature.

e the correctness of the returned greeks in case of cash-or-nothing at-hit digital payoff is
tested by reproducing numerical derivatives.

Public Member Functions

e void calculate () const
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9.22 AnalyticDiscreteGeometri
Class Reference

#include <qgl/pricingengines/asian/analyt

Inheritance diagram for AnalyticDiscreteGeome

cAveragePriceAsianEngine

ic_discr_geom_av_price.hpp>

tricAveragePriceAsianEngine:

Observable

]

Pricing

A

Y

Engine

GenericEngine< DiscreteAveragingAsianOption::ar

guments, DiscreteAveragingAsianOption::results >

B

]

Y

AnalyticDiscreteGeometricAveragePriceAsianEngine

9.22.1 Detailed Description

Pricing engine for European discrete geometric average price Asian.

This class implements a discrete geometric aver

age price Asian option, with European exercise.

The formula is from "Asian Option", E. Levy (1997) in "Exotic Options: The State of the Art",

edited by L. Clewlow, C. Strickland, pag 65-97

Todo

implement correct theta, rho, and dividend-

Tests

e the correctness of the returned value is
ture.

rho calculation

tested by reproducing results available in litera-

e the correctness of the available greeks is tested against numerical calculations.

Public Member Functions

e void calculate () const
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9.23 AnalyticDividendEuropeanEngine Class Reference

#include <ql/pricingengines/vanilla/analyticdividendeuropeanengine.hpp>

Inheritance diagram for AnalyticDividendEuropeanEngine:

Observable
A
PricingEngine
A

GenericEngine< DividendVanillaOption::arguments, DividendVanillaOption::results >

engine

[

AnalyticDividendEuropeanEngine

9.23.1 Detailed Description

Analytic pricing engine for European options with discrete dividends.

Tests

the correctness of the returned greeks is tested by reproducing numerical derivatives.

Public Member Functions

e void calculate () const
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9.24

AnalyticEuropeanEngine Class Reference

#include <ql/pricingengines/vanilla/analyticeuropeanengine.hpp>

Inheritance diagram for AnalyticEuropeanEngine:

engine
4

| AnalyticEuropeanEngine |

9.24.1 Detailed Description

Pricing engine for European vanilla options using analytical formulae.

Tests
the correctness of the returned value is tested by reproducing results available in litera-
ture.
the correctness of the returned greeks is tested by reproducing results available in
literature.
the correctness of the returned greeks is tested by reproducing numerical derivatives.
the correctness of the returned implied volatility is tested by using it for reproducing
the target value.
the implied-volatility calculation is tested by checking that it does not modify the option.
the correctness of the returned value in case of cash-or-nothing digital payoff is tested
by reproducing results available in literature.
the correctness of the returned value in case of asset-or-nothing digital payoff is tested
by reproducing results available in literature.
the correctness of the returned value in case of gap digital payoffis tested by reproducing
results available in literature.
the correctness of the returned greeks in case of cash-or-nothing digital payoff is tested
by reproducing numerical derivatives.

Examples:

EquityOption.cpp.

Public Member Functions

e void calculate () const
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9.25 AnalyticHestonEngine Class Reference

#include <ql/pricingengines/vanilla/analytichestonengine.hpp>

Inheritance diagram for AnalyticHestonEngine:

Observable
PricingEngine

GenericEngine< VanillaOption::arguments, VanillaOption::results > | Observer

GenericModelEngine< HestonModel, VanillaOption::arguments, VanillaOption::results >

AnalyticHestonEngine

Y

BatesEngine

9.25.1 Detailed Description

analytic Heston-model engine based on Fourier transform
References:

Heston, Steven L., 1993. A Closed-Form Solution for Options with Stochastic Volatility with
Applications to Bond and Currency Options. The review of Financial Studies, Volume 6, Issue 2,
327-343.

Dupire, Bruno, 1994. Pricing with a smile. Risk Magazine, 7, 18-20.

A. Sepp, Pricing  European-Style Options under  Jump Diffusion  Pro-
cesses  with  Stochastic ~ Volatility: Applications  of  Fourier = Transform
(<http://math.ut.ee/~spartak/papers/stochjumpvols.pdf>)

Tests

the correctness of the returned value is tested by reproducing results available in
web/literature and comparison with Black pricing.

Public Member Functions

e AnalyticHestonEngine (const boost::shared_ptr< HestonModel > &model, Size integra-
tionOrder=64)

e void calculate () const

e virtual std::complex< Real > jumpDiffusionTerm (Real phi, Time t, Size j) const
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9.26 AnalyticPerformanceEngine Class Reference

#include <ql/pricingengines/cliquet/analyticperformanceengine.hpp>

Inheritance diagram for AnalyticPerformanceEngine:

Observable

A

PricingEngine

A

GenericEngine< CliquetOption::arguments, CliquetOption::results >

engine

A

| AnalyticPerformanceEngine |

9.26.1 Detailed Description

Pricing engine for performance options using analytical formulae.

Tests

the correctness of the returned greeks is tested by reproducing numerical derivatives.

Public Member Functions

e void calculate () const
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9.27 Argentina Class Reference

#include <qgl/time/calendars/argentina.hpp>

Inheritance diagram for Argentina:

Calendar

Argentina

9.27.1 Detailed Description

Argentinian calendars.

Holidays for the Buenos Aires stock exchange (data from <http://www.merval.sba.com.ar/>):

Saturdays

Sundays

New Year’s Day, January 1st

Holy Thursday

Good Friday

Labour Day, May 1st

May Revolution, May 25th

Death of General Manuel Belgrano, third Monday of June
Independence Day, July 9th

Death of General José de San Martin, third Monday of August

Columbus Day, October 12th (moved to preceding Monday if on Tuesday or Wednesday
and to following if on Thursday or Friday)

Immaculate Conception, December 8th
Christmas Eve, December 24th

New Year’s Eve, December 31th

Public Types

e enum Market { Merval }

Public Member Functions

e Argentina (Market m=Merval)
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9.27.2 Member Enumeration Documentation

9.27.2.1 enum Market

Enumerator:

Merval Buenos Aires stock exchange calendar.
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9.28 ArmijoLineSearch Class Reference

#include <ql/math/optimization/armijo.hpp>

Inheritance diagram for ArmijoLineSearch:

LineSearch
1;

ArmijoLineSearch

9.28.1 Detailed Description

Armijo line search.

Let o and 8 be 2 scalars in [0, 1]. Let x be the current value of the unknown, d the search direction
and t the step. Let f be the function to minimize. The line search stops when ¢ verifies

flx+t-d)— f(x)<—atf'(x+t-d)
and

For+ é d) - f(x) > —%tf’(x+t~d)

(see Polak, Algorithms and consistent approximations, Optimization, volume 124 of Applied
Mathematical Sciences, Springer-Verlag, NY, 1997)

Public Member Functions

e ArmijoLineSearch (Real eps=1e-8, Real alpha=0.05, Real beta=0.65)

Default constructor.

e Real operator() (Problem &P, EndCriteria:: Type &ecType, const EndCriteria &, const Real
t_ini)

Perform line search.
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9.29 Array Class Reference

#include <ql/math/array.hpp>

9.29.1 Detailed Description

1-D array used in linear algebra.

This class implements the concept of vector as used in linear algebra. As such, it is not meant to
be used as a container - std: : vector should be used instead.

Tests

construction of arrays is checked in a number of cases

Public Types

typedef Real value_type

typedef Real * iterator

typedef const Real * const_iterator

typedef boost::reverse_iterator< iterator > reverse_iterator

typedef boost::reverse_iterator< const_iterator > const_reverse_iterator

Public Member Functions

Constructors, destructor, and assignment

e Array (Size size=0)
creates the array with the given dimension

e Array (Size size, Real value)
creates the array and fills it with value

e Array (Size size, Real value, Real increment)
creates the array and fills it according to ay = value, a; = a;_y + increment

e Array (const Array &)
e Array (const Disposable< Array > &)
e Array (const std::vector< Real > &)

creates the array as a copy of a given stl vector

Array & operator= (const Array &)

Array & operator= (const Disposable< Array > &)
bool operator== (const Array &) const

bool operator!= (const Array &) const

Vector algebra

v += xand similar operation involving a scalar value are shortcuts for Vi : v; = v; + x
v *= wand similar operation involving two vectors are shortcuts for Vi : v; = v; X w;
Precondition:

all arrays involved in an algebraic expression must have the same size.
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const Array & operator+= (const Array &)
const Array & operator+= (Real)

const Array & operator-= (const Array &)
const Array & operator-= (Real)

const Array & operator *= (const Array &)
const Array & operator += (Real)

const Array & operator/= (const Array &)
const Array & operator/= (Real)

Element access

Real operator] ] (Size) const
read-only

Real at (Size) const
Real front () const

Real back () const

Real & operator] ] (Size)

read-write

Real & at (Size)
Real & front ()
Real & back ()

Inspectors

Size size () const

dimension of the array

bool empty () const
whether the array is empty

Iterator access

const_iterator begin () const

iterator begin ()

const_iterator end () const

iterator end ()

const_reverse_iterator rbegin () const
reverse_iterator rbegin ()
const_reverse_iterator rend () const
reverse_iterator rend ()

Utilities

void swap (Array &)

Related Functions

(Note that these are not member functions.)

e Real DotProduct (const Array &, const Array &)
e const Disposable< Array > operator+ (const Array &v)
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e const Disposable< Array > operator- (const Array &v)

e const Disposable< Array > operator+ (const Array &, const Array &)

e const Disposable< Array > operator+ (const Array &, Real)

e const Disposable< Array > operator+ (Real, const Array &)

e const Disposable< Array > operator- (const Array &, const Array &)

e const Disposable< Array > operator- (const Array &, Real)

e const Disposable< Array > operator- (Real, const Array &)

e const Disposable< Array > operator * (const Array &, const Array &)

e const Disposable< Array > operator  (const Array &, Real)

e const Disposable< Array > operator * (Real, const Array &)

e const Disposable< Array > operator/ (const Array &, const Array &)

e const Disposable< Array > operator/ (const Array &, Real)

e const Disposable< Array > operator/ (Real, const Array &)

e const Disposable< Array > Abs (const Array &)

e const Disposable< Array > Sqrt (const Array &)

e const Disposable< Array > Log (const Array &)

e const Disposable< Array > Exp (const Array &)

e void swap (Array &, Array &)

e std:ostream & operator<< (std::ostream &, const Array &)
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9.29.2 Friends And Related Function Documentation

9.29.2.1 Real DotProduct (const Array &, const Array &) [related]

9.29.2.2 const Disposable< Array > operator+ (const Array & v) [related]

9.29.2.3 const Disposable< Array > operator- (const Array & v) [related]

9.29.2.4 const Disposable< Array > operator+ (const Array &, const Array &) [related]
9.29.2.5 const Disposable< Array > operator+ (const Array &, Real) [related]

9.29.2.6 const Disposable< Array > operator+ (Real, const Array &) [related]

9.29.2.7 const Disposable< Array > operator- (const Array &, const Array &) [related]
9.29.2.8 const Disposable< Array > operator- (const Array &, Real) [related]

9.29.2.9 const Disposable< Array > operator- (Real, const Array &) [related]

9.29.2.10 const Disposable< Array > operator * (const Array &, const Array &) [related]
9.29.2.11 const Disposable< Array > operator » (const Array &, Real) [related]
9.29.2.12 const Disposable< Array > operator * (Real, const Array &) [related]
9.29.2.13 const Disposable< Array > operator/ (const Array &, const Array &) [related]
9.29.2.14 const Disposable< Array > operator/ (const Array &, Real) [related]

9.29.2.15 const Disposable< Array > operator/ (Real, const Array &) [related]

9.29.2.16 const Disposable< Array > Abs (const Array &) [related]

9.29.2.17 const Disposable< Array > Sqrt (const Array &) [related]

9.29.2.18 const Disposable< Array > Log (const Array &) [related]

9.29.2.19 const Disposable< Array > Exp (const Array &) [related]

9.29.2.20 void swap (Array &, Array &) [related]

Examples:

BermudanSwaption.cpp.

9.29.2.21 std::ostream & operator<< (std::ostream &, const Array &) [related]
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9.30 ARSCurrency Class Reference

#include <ql/currencies/america.hpp>

Currency

ARSCurrency

Inheritance diagram for ARSCurrency:

!

9.30.1 Detailed Description

Argentinian peso.

The ISO three-letter code is ARS; the numeric code is 32. It is divided in 100 centavos.
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9.31 AssetOrNothingPayoff Class Reference

#include <ql/instruments/payoffs.hpp>
Inheritance diagram for AssetOrNothingPayoff:

Payoff
[
TypePayoff
[
StrikedTypePayoff
[

| AssetOrNothingPayoff |

9.31.1 Detailed Description

Binary asset-or-nothing payoff.

Definitions of Binary path-independent payoffs used below, can be found in M. Ru-
binstein, E. Reiner:"Unscrambling The Binary Code", Risk, Vol4 no.9,1991. (see:
http://www.in-the-money.com/artandpap/Binary%200ptions.doc)

Public Member Functions

o AssetOrNothingPayoff (Option:: Type type, Real strike)

Payoff interface
e std:string name () const

o Real operator() (Real price) const
e virtual void accept (AcyclicVisitor &)

9.31.2 Member Function Documentation
9.31.2.1 std:string name () const [virtual]

Warning

This method is used for output and comparison between payoffs. It is not meant to be used
for writing switch-on-type code.

Implements Payoff.
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9.32 AssetSwap Class Reference

#include <qgl/instruments/assetswap.hpp>

Inheritance diagram for AssetSwap:

| Observable | | Observer

LazyObject
A;

Instrument
Swap

AssetSwap

g

9.32.1 Detailed Description

Bullet bond vs Libor swap.

for mechanics of par asset swap and market asset swap, refer to "Introduction to Asset Swap",
Lehman Brothers European Fixed Income Research - January 2000, D. O’Kane

Bug

fair prices are not calculated correctly when using indexed coupons.

Public Member Functions

o AssetSwap (bool payFixedRate, const boost::shared_ptr< Bond > &bond, Real bondClean-
Price, const boost::shared_ptr< IborIndex > &index, Spread spread, const Handle< Yield-
TermStructure > &discountCurve, const Schedule &floatSchedule=Schedule(), const Day-
Counter &floatingDayCount=DayCounter(), bool parAssetSwap=true)

e Spread fairSpread () const

o Real floatingLegBPS () const

e Real fairPrice () const

e Spread spread () const

e Real nominal () const

e bool payFixedRate () const

e const Leg & bondLeg () const

e const Leg & floatingLeg () const

e void setupArguments (PricingEngine::arguments xargs) const
e void fetchResults (const PricingEngine::results ) const
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Classes

e class arguments

Arguments for asset swap calculation

e class results

Results from simple swap calculation

9.32.2 Member Function Documentation
9.32.2.1 void fetchResults (const PricingEngine::results *) const [virtual]

When a derived result structure is defined for an instrument, this method should be overridden
to read from it. This is mandatory in case a pricing engine is used.

Reimplemented from Instrument.
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9.33 AssetSwap::arguments Class Reference

#include <ql/instruments/assetswap.hpp>

9.33.1 Detailed Description

Arguments for asset swap calculation

Public Member Functions

e void validate () const

Public Attributes

Real nominal

std::vector< Time > fixedResetTimes
std::vector< Time > fixedPayTimes
std::vector< Real > fixedCoupons
std::vector< Time > floatingAccrualTimes
std::vector< Time > floatingResetTimes
std::vector< Time > floatingFixingTimes
std::vector< Time > floatingPayTimes
std::vector< Spread > floatingSpreads
Real currentFloatingCoupon
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9.34 AssetSwap::results Class Reference

#include <ql/instruments/assetswap.hpp>

9.34.1 Detailed Description

Results from simple swap calculation

Public Member Functions

e void reset ()

Public Attributes

o Real floatingLegBPS
e Spread fairSpread
o Real fairPrice
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9.35 ATSCurrency Class Reference

#include <ql/currencies/europe.hpp>

Inheritance diagram for ATSCurrency:

Currency

ATSCurrency

9.35.1 Detailed Description

Austrian shilling.
The ISO three-letter code was ATS; the numeric code was 40. It was divided in 100 groschen.
Obsoleted by the Euro since 1999.
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9.36 AUDCurrency Class Reference

#include <ql/currencies/oceania.hpp>

Inheritance diagram for AUDCurrency:

Currency
AUDCurrency

9.36.1 Detailed Description

Australian dollar.

The ISO three-letter code is AUD; the numeric code is 36. It is divided into 100 cents.
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9.37 AUDLibor Class Reference

#include <qgl/indexes/ibor/audlibor.hpp>
Inheritance diagram for AUDLibor:

Observable
A

| Index | |Observer

InterestRatelndex

]

[oo

]

Iborindex
A;
-]

AUDLibor

9.37.1 Detailed Description

AUD LIBOR rate
Australian Dollar LIBOR fixed by BBA.
See <http://www.bba.org.uk/bba/jsp/polopoly.jsp?d=225&a=1414>.

Public Member Functions

e AUDLibor (const Period &tenor, const Handle< Yield TermStructure > &h=Handle< Yield-
TermStructure >(), Natural settlementDays=2)
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9.38 Australia Class Reference

#include <ql/time/calendars/australia.hpp>

Inheritance diagram for Australia:

Calendar

Australia

9.38.1 Detailed Description

Australian calendar.

Holidays:

e Saturdays

e Sundays

e New Year’s Day, January 1st

e Australia Day, January 26th (possibly moved to Monday)
e Good Friday

e Easter Monday

e ANZAC Day. April 25th (possibly moved to Monday)

e Queen’s Birthday, second Monday in June

e Bank Holiday, first Monday in August

e Labour Day, first Monday in October

e Christmas, December 25th (possibly moved to Monday or Tuesday)

¢ Boxing Day, December 26th (possibly moved to Monday or Tuesday)
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9.39 Average Struct Reference

#include <ql/instruments/asianoption.hpp>

9.39.1 Detailed Description

placeholder for enumerated averaging types

Public Types

e enum Type { Arithmetic, Geometric }
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9.40 BackwardFlat Class Reference

#include <ql/math/interpolations/backwardflatinterpolation.hpp>

9.40.1 Detailed Description

Backward-flat interpolation factory and traits.

Public Types

e enum { global =0}

Public Member Functions

® template<class I1, class 12>
Interpolation interpolate (const I1 &xBegin, const I1 &xEnd, const 12 &yBegin) const
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9.41 BackwardFlatInterpolation Class Reference

#include <ql/math/interpolations/backwardflatinterpolation.hpp>

Inheritance diagram for BackwardFlatInterpolation:

Extrapolator
A;
Interpolation
[

| BackwardFlatInterpolation |

9.41.1 Detailed Description

Backward-flat interpolation between discrete points.

Public Member Functions

® template<class I1, class 12>

BackwardFlatInterpolation (const I1 &xBegin, const I1 &xEnd, const 12 &yBegin)

9.41.2 Constructor & Destructor Documentation
9.41.2.1 BackwardFlatInterpolation (const I1 & xBegin, const I1 & xEnd, const 12 & yBegin)

Precondition:

the x values must be sorted.
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9.42 BaroneAdesiWhaleyApproximationEngine Class Refer-
ence

#include <qgl/pricingengines/vanilla/baroneadesiwhaleyengine.hpp>

Inheritance diagram for BaroneAdesiWhaley ApproximationEngine:

engine

A

BaroneAdesiWhaleyApproximationEngine

9.42.1 Detailed Description

Barone-Adesi and Whaley pricing engine for American options (1987).

Tests

the correctness of the returned value is tested by reproducing results available in literature.

Examples:

EquityOption.cpp.

Public Member Functions

e void calculate () const

Static Public Member Functions

e static Real criticalPrice (const boost:shared_ptr< StrikedTypePayoff > &payoff, Dis-
countFactor riskFreeDiscount, DiscountFactor dividendDiscount, Real variance, Real
tolerance=1e-6)
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9.43 Barrier Struct Reference

#include <ql/instruments/barrieroption.hpp>

9.43.1 Detailed Description

Placeholder for enumerated barrier types.

Public Types

e enum Type { Downln, UpIn, DownOut, UpOut }
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9.44 BarrierOption Class Reference

#include <ql/instruments/barrieroption.hpp>

Inheritance diagram for BarrierOption:

| Observable | | Observer

LazyObject
[

Instrument

ion

OneAssetOption
[

| OneAssetStrikedOption |

o
=1 >

BarrierOption

9.44.1 Detailed Description

Barrier option on a single asset.

The analytic pricing engine will be used if none if passed.

Examples:

Replication.cpp.

Public Member Functions

e BarrierOption (Barrier::Type barrierType, Real barrier, Real rebate, const boost::shared_-
ptr< StochasticProcess > &, const boost::shared_ptr< StrikedTypePayoff > &payoff, const
boost::shared_ptr< Exercise > &exercise, const boost::shared_ptr< PricingEngine > &en-
gine=boost::shared_ptr< PricingEngine >())

e void setupArguments (PricingEngine::arguments *) const

Protected Attributes

e Barrier::Type barrierType_
e Real barrier_
e Real rebate_
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Classes

e class arguments

Arguments for barrier option calculation

e class engine

Barrier-option engine base class
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9.45 BarrierOption::arguments Class Reference

#include <ql/instruments/barrieroption.hpp>

9.45.1 Detailed Description

Arguments for barrier option calculation

Public Member Functions

e void validate () const

Public Attributes

e Barrier::Type barrierType
e Real barrier
e Real rebate
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9.46 BarrierOption::engine Class Reference

#include <ql/instruments/barrieroption.hpp>

Inheritance diagram for BarrierOption::engine:

Observable

A

PricingEngine

A

GenericEngine< BarrierOption::arguments, BarrierOption::results >

BarrierOption::engine

AnalyticBarrierEngine | | MCBarrierEngine

9.46.1 Detailed Description

Barrier-option engine base class
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9.47 BasketOption Class Reference

#include <ql/instruments/basketoption.hpp>

Inheritance diagram for BasketOption:

| Observable | | Observer

LazyObject
[

Instrument

ion

MultiAssetOption
BasketOption

O
=1 >

[

9.47.1 Detailed Description

Basket option on a number of assets.

Todo
Replace with STL algorithms

Public Member Functions

e BasketOption (const boost::shared_ptr< StochasticProcess > &, const boost::shared_ptr<
BasketPayoff > &, const boost::shared_ptr< Exercise > &, const boost::shared_ptr< Pricin-
gEngine > &engine=boost::shared_ptr< PricingEngine >())

e void setupArguments (PricingEngine::arguments *) const

Classes

e class arguments

Arguments for basket option calculation

e class engine

Basket-option engine base class
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9.48 BasketOption::arguments Class Reference

#include <ql/instruments/basketoption.hpp>

9.48.1 Detailed Description

Arguments for basket option calculation

Public Member Functions

e void validate () const
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9.49 BasketOption::engine Class Reference

#include <ql/instruments/basketoption.hpp>

Inheritance diagram for BasketOption::engine:

Observable
PricingEngine

| GenericEngine< BasketOption::arguments, BasketOption::results > |

MCBasketEngine | | MCLongstaffSchwartzEngine< BasketOption::engine, MultiVariate, RNG > | | StulzEngine

MCAmericanBasketEngine

9.49.1 Detailed Description

Basket-option engine base class
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9.50 BatesEngine Class Reference

#include <ql/pricingengines/vanilla/batesengine.hpp>

Inheritance diagram for BatesEngine:

Observable
PricingEngine

GenericEngine< VanillaOption::arguments, VanillaOption::results > | Observer

GenericModelEngine< HestonModel, VanillaOption::arguments, VanillaOption::results >

AnalyticHestonEngine
BatesEngine

9.50.1 Detailed Description

Bates model engines based on Fourier transform.
this classes price european options under the following processes
1. Jump-Diffusion with Stochastic Volatility
ds(t,S) = (r—d—Am)Sdt+ VoSAW; + (¢/ — 1)SAN

dv(t,S) = x(0—v)dt+ o\udW,
AWdW, = pdt

N is a Poisson process with the intensity A. When a jump occurs the magnitude ] has the
probability distribution function w(J).
1.1 Log-Normal Jump Diffusion: BatesEngine

Logarithm of the jump size ] is normally distributed

o[-0
e BT

1.2 Double-Exponential Jump Diffusion: BatesDoubleExpEngine

w(]) =

The jump size has an asymmetric double exponential distribution

_1 1
w() = pie ”“]1]>O+q%€""]1]<0
p+qg =1

2. Stochastic Volatility with Jump Diffusion and Deterministic Jump Intensity

dS(tS) = (r—d—Am)Sdt + \OSAW, + (¢! — 1)SAN
dv(t,S) = (0 —v)dt+ o\udW,
D) = 10— A)dt
AW dW, = pdt
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2.1 Log-Normal Jump Diffusion with Deterministic Jump Intensity BatesDetflumpEngine

2.2 Double-Exponential Jump Diffusion with Deterministic Jump Intensity BatesDoubleExpDe-
tflumpEngine

References:

D. Bates, Jumps and stochastic volatilit: exchange rate processes implicit in Deutsche mark
options", Review of Financial Sudies 9, 69-107.

A.  Sepp, Pricing  European-Style  Options under Jump  Diffusion  Pro-
cesses  with  Stochastic ~ Volatility: Applications  of  Fourier = Transform
(<http://math.ut.ee/~spartak/papers/stochjumpvols.pdf>)

Tests
the correctness of the returned value is tested by reproducing results available in
web/literature, testing against QuantLib’s jump diffusion engine and comparison with Black
pricing.

Public Member Functions

e BatesEngine (const boost::shared_ptr< BatesModel > &model, Size integrationOrder=64)

Protected Member Functions

o std::complex< Real > jumpDiffusionTerm (Real phi, Time t, Size j) const
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9.51 BatesModel Class Reference

#include <ql/models/equity/batesmodel.hpp>
Inheritance diagram for BatesModel:

| Observer | | Observable

CalibratedModel

[

HestonModel
[
BatesModel

9.51.1 Detailed Description

Bates stochastic-volatility model.
extended versions of Heston model for the stochastic volatility of an asset including jumps.

References: A. Sepp, Pricing European-Style Options wunder Jump Diffu-
sion Processes with Stochastic Volatility: Applications of Fourier Transform
(<http://math.ut.ee/~spartak/papers/stochjumpvols.pdf>)

Tests

calibration is tested against known values.

Public Member Functions

e BatesModel (const boost::shared_ptr< HestonProcess > &process, Real lambda=0.1, Real
nu=0.0, Real delta=0.1)

e Real nu () const

e Real delta () const

e Real lambda () const
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9.52 BDTCurrency Class Reference

#include <ql/currencies/asia.hpp>

Inheritance diagram for BDTCurrency:

Currency

BDTCurrency

9.52.1 Detailed Description

Bangladesh taka.
The ISO three-letter code is BDT; the numeric code is 50. It is divided in 100 paisa.
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9.53 BEFCurrency Class Reference

#include <ql/currencies/europe.hpp>

Inheritance diagram for BEFCurrency:

Currency
BEFCurrency

9.53.1 Detailed Description

Belgian franc.
The ISO three-letter code was BEF; the numeric code was 56. It had no subdivisions.

Obsoleted by the Euro since 1999.
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9.54 BermudanExercise Class Reference

#include <ql/exercise.hpp>

Inheritance diagram for BermudanExercise:

Exercise
[
EarlyExercise
A

| BermudanExercise |

9.54.1 Detailed Description

Bermudan exercise.

A Bermudan option can only be exercised at a set of fixed dates.

Todo

it would be nice to have a way for making a Bermudan with one exercise date equivalent to
an European

Examples:

BermudanSwaption.cpp, and EquityOption.cpp.

Public Member Functions

e BermudanExercise (const std::vector< Date > &dates, bool payoffAtExpiry=false)
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9.55 BGLCurrency Class Reference

#include <ql/currencies/europe.hpp>

Inheritance diagram for BGLCurrency:

Currency

BGLCurrency

D

9.55.1 Detailed Description

Bulgarian lev.

The ISO three-letter code is BGL; the numeric code is 100. It is divided in 100 stotinki.
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9.56 Bicubic Class Reference

#include <ql/math/interpolations/bicubicsplineinterpolation.hpp>

9.56.1 Detailed Description

bicubic-spline-interpolation factory

Public Member Functions

® template<class I1, class 12, class M>
Interpolation2D interpolate (const I1 &xBegin, const I1 &xEnd, const I2 &yBegin, const 12
&yEnd, const M &z) const
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9.57 BicubicSpline Class Reference

#include <ql/math/interpolations/bicubicsplineinterpolation.hpp>

Inheritance diagram for BicubicSpline:

Extrapolator
Interpolation2D

BicubicSpline

9.57.1 Detailed Description

bicubic-spline interpolation between discrete points

Todo

revise end conditions

Public Member Functions
® template<class I1, class 12, class M>

BicubicSpline (const I1 &xBegin, const I1 &xEnd, const 12 &yBegin, const 12 &yEnd, const
M &zData)

9.57.2 Constructor & Destructor Documentation

9.57.2.1 BicubicSpline (const I1 & xBegin, const I1 & xEnd, const 12 & yBegin, const 12 &
yEnd, const M & zData)

Precondition:

the x and y values must be sorted.
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9.58 Bilinear Class Reference

#include <ql/math/interpolations/bilinearinterpolation.hpp>

9.58.1 Detailed Description

bilinear-interpolation factory

Public Member Functions

® template<class I1, class 12, class M>
Interpolation2D interpolate (const I1 &xBegin, const I1 &xEnd, const I2 &yBegin, const 12
&yEnd, const M &z) const
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9.59 BilinearInterpolation Class Reference

#include <ql/math/interpolations/bilinearinterpolation.hpp>

Inheritance diagram for BilinearInterpolation:

Extrapolator
[
Interpolation2D
[

| BilinearInterpolation |

9.59.1 Detailed Description

bilinear interpolation between discrete points

Public Member Functions
® template<class I1, class 12, class M>
BilinearInterpolation (const I1 &xBegin, const I1 &xEnd, const 12 &yBegin, const I12 &yEnd,
const M &zData)

9.59.2 Constructor & Destructor Documentation

9.59.2.1 BilinearInterpolation (const I1 & xBegin, const I1 & xEnd, const 12 & yBegin, const 12
& yEnd, const M & zData)

Precondition:

the x and y values must be sorted.

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



232 QuantLib Class Documentation

9.60 BinomialConvertibleEngine Class Template Reference

#include <ql/pricingengines/hybrid/binomialconvertibleengine.hpp>

9.60.1 Detailed Description
template<class T> class QuantLib::BinomialConvertibleEngine< T >
Binomial Tsiveriotis-Fernandes engine for convertible bonds.

Examples:

ConvertibleBonds.cpp.

Public Member Functions

e BinomialConvertibleEngine (Size timeSteps)
e void calculate () const
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9.61 BinomialDistribution Class Reference

#include <ql/math/distributions/binomialdistribution.hpp>

9.61.1 Detailed Description

Binomial probability distribution function.

formula here ... Given an integer k it returns its probability in a Binomial distribution with
parameters p and n.
Public Member Functions

¢ BinomialDistribution (Real p, BigNatural n)
o Real operator() (BigNatural k) const
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9.62 BinomialTree Class Template Reference

#include <ql/methods/lattices/binomialtree.hpp>

Inheritance diagram for BinomialTree:

| CuriouslyRecurringTemplate< T >

Tree< T>
A

ﬂ

EquallumpsBinomialTree< T > | | EqualProbabilitiesBinomialTree< T >

9.62.1 Detailed Description
template<class T> class QuantLib::BinomialTree< T >

Binomial tree base class.

Public Types

e enum Branches { branches =2 }

Public Member Functions

e BinomialTree (const boost::shared_ptr< StochasticProcess1D > &process, Time end, Size
steps)

e Size size (Size i) const

e Size descendant (Size, Size index, Size branch) const

Protected Attributes

e Real x0_
o Real driftPerStep_
e Time dt_
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9.63 BinomialVanillaEngine Class Template Reference

#include <ql/pricingengines/vanilla/binomialengine.hpp>

9.63.1 Detailed Description
template<class T> class QuantLib::Binomial VanillaEngine< T >

Pricing engine for vanilla options using binomial trees.

Tests

the correctness of the returned values is tested by checking it against analytic results.

Todo

Greeks are not overly accurate. They could be improved by building a tree so that it has three
points at the current time. The value would be fetched from the middle one, while the two
side points would be used for estimating partial derivatives.

Examples:

EquityOption.cpp.

Public Member Functions

e BinomialVanillaEngine (Size timeSteps)
e void calculate () const
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9.64 Bisection Class Reference

#include <ql/math/solversld/bisection.hpp>

Inheritance diagram for Bisection:

| CuriouslyRecurringTemplate< Bisection > |

| Solver1D< Bisection > |

9.64.1 Detailed Description
Bisection 1-D solver

Tests

the correctness of the returned values is tested by checking them against known good results.

Public Member Functions

® template<class F>
Real solveImpl (const F &f, Real xAccuracy) const
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9.65 BivariateCumulativeNormalDistributionDr78 Class Refer-
ence

#include <gl/math/distributions/bivariatenormaldistribution.hpp>

9.65.1 Detailed Description

Cumulative bivariate normal distribution function.
Drezner (1978) algorithm, six decimal places accuracy.

For this implementation see "Option pricing formulas", E.G. Haug, McGraw-Hill 1998

Todo

check accuracy of this algorithm and compare with: 1) Drezner, Z, (1978), Computation of the
bivariate normal integral, Mathematics of Computation 32, pp. 277-279. 2) Drezner, Z. and
Wesolowsky, G. O. (1990) ‘On the Computation of the Bivariate Normal Integral’, Journal of
Statistical Computation and Simulation 35, pp. 101-107. 3) Drezner, Z (1992) Computation
of the Multivariate Normal Integral, ACM Transactions on Mathematics Software 18, pp.
450-460. 4) Drezner, Z (1994) Computation of the Trivariate Normal Integral, Mathematics of
Computation 62, pp. 289-294. 5) Genz, A. (1992) ‘Numerical Computation of the Multivariate
Normal Probabilities’, ]. Comput. Graph. Stat. 1, pp. 141-150.

Tests

the correctness of the returned value is tested by checking it against known good results.

Public Member Functions

e BivariateCumulativeNormalDistributionDr78 (Real rho)
e Real operator() (Real a, Real b) const
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9.66 BivariateCumulativeNormalDistributionWe04DP Class
Reference

#include <gl/math/distributions/bivariatenormaldistribution.hpp>

9.66.1 Detailed Description

Cumulative bivariate normal distibution function (West 2004).

The implementation derives from the article "Better Approximations To Cumulative Nor-
mal Distibutions", Graeme West, Dec 2004 available at www.finmod.co.za. Also available
in Wilmott Magazine, 2005, (May), 70-76, The main code is a port of the C++ code at
www.finmod.co.za/cumfunctions.zip.

The algorithm is based on the near double-precision algorithm described in "Numerical Compu-
tation of Rectangular Bivariate an Trivariate Normal and t Probabilities", Genz (2004), Statistics
and Computing 14, 151-160. (available at www.sci.wsu.edu/math/faculty/henz/homepage)

The QuantLib implementation mainly differs from the original code in two regards;

e The implementation of the cumulative normal distribution is
QuantLib::CumulativeNormalDistribution

e The arrays XX and W are zero-based

Tests

the correctness of the returned value is tested by checking it against known good results.

Public Member Functions

e BivariateCumulativeNormalDistributionWe04DP (Real rho)
e Real operator() (Real a, Real b) const
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9.67 BjerksundStenslandApproximationEngine Class Refer-
ence

#include <ql/pricingengines/vanilla/bjerksundstenslandengine.hpp>

Inheritance diagram for BjerksundStensland ApproximationEngine:

engine

A

BjerksundStenslandApproximationEngine

9.67.1 Detailed Description

Bjerksund and Stensland pricing engine for American options (1993).

Tests

the correctness of the returned value is tested by reproducing results available in literature.
Examples:

EquityOption.cpp.

Public Member Functions

e void calculate () const
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9.68 BlackCalculator Class Reference

#include <ql/pricingengines/blackcalculator.hpp>

Inheritance diagram for BlackCalculator:

BlackCalculator
[

| BlackScholesCalculator |

9.68.1 Detailed Description
Black 1976 calculator class.

Bug

When the variance is null, division by zero occur during the calculation of delta, delta
forward, gamma, gamma forward, rho, dividend rho, vega, and strike sensitivity.

Examples:

DiscreteHedging.cpp.

Public Member Functions

e BlackCalculator (constboost::shared_ptr< Striked TypePayoff > &payoff, Real forward, Real
stdDev, Real discount=1.0)

e Real value () const

e Real deltaForward () const

e virtual Real delta (Real spot) const

o Real elasticityForward () const

e virtual Real elasticity (Real spot) const

e Real gammaForward () const

e virtual Real gamma (Real spot) const

e virtual Real theta (Real spot, Time maturity) const
e virtual Real thetaPerDay (Real spot, Time maturity) const
e Real vega (Time maturity) const

e Real rho (Time maturity) const

e Real dividendRho (Time maturity) const

e Real itmCashProbability () const

e Real itmAssetProbability () const

o Real strikeSensitivity () const

e Real alpha () const

e Real beta () const
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Protected Attributes

Real strike_

Real forward_
Real stdDev_
Real discount_
Real variance_
Real D1_

Real D2_

Real alpha_

Real beta_

Real DalphaDd1_
Real DbetaDd2_
Real n_d1_

Real cum_d1_
Real n_d2_

Real cum_d2_
Real X_

Real DXDs_
Real DXDstrike_

Friends

e class Calculator

9.68.2 Member Function Documentation
9.68.2.1 Real deltaForward () const

Sensitivity to change in the underlying forward price.

9.68.2.2 virtual Real delta (Real spot) const [virtuall

Sensitivity to change in the underlying spot price.

9.68.2.3 Real elasticityForward () const

Sensitivity in percent to a percent change in the underlying forward price.

9.68.2.4 virtual Real elasticity (Real spot) const [virtual]

Sensitivity in percent to a percent change in the underlying spot price.

9.68.2.5 Real gammaForward () const

Second order derivative with respect to change in the underlying forward price.
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9.68.2.6 virtual Real gamma (Real spot) const [virtual]

Second order derivative with respect to change in the underlying spot price.

9.68.2.7 virtual Real theta (Real spot, Time maturity) const [virtuall

Sensitivity to time to maturity.

9.68.2.8 virtual Real thetaPerDay (Real spot, Time maturity) const [virtual]

Sensitivity to time to maturity per day, assuming 365 day per year.

9.68.2.9 Real vega (Time maturity) const

Sensitivity to volatility.

9.68.2.10 Real rho (Time maturity) const

Sensitivity to discounting rate.

9.68.2.11 Real dividendRho (Time maturity) const

Sensitivity to dividend/growth rate.

9.68.2.12 Real itmCashProbability () const

Probability of being in the money in the bond martingale measure, i.e. N(d2). It is a risk-neutral
probability, not the real world one.

9.68.2.13 Real itmAssetProbability () const

Probability of being in the money in the asset martingale measure, i.e. N(d1). It is a risk-neutral
probability, not the real world one.

9.68.2.14 Real strikeSensitivity () const

Sensitivity to strike.
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9.69 BlackCapFloorEngine Class Reference

#include <ql/pricingengines/capfloor/blackcapfloorengine.hpp>

Inheritance diagram for BlackCapFloorEngine:

Observable
A
PricingEngine
A

GenericEngine< CapFloor::arguments, CapFloor::results > |

|engine | |Observer |

BlackCapFloorEngine

9.69.1 Detailed Description

Black-formula cap/floor engine.

Public Member Functions

e BlackCapFloorEngine (const Handle< Quote > &volatility, const DayCounter
&dc=Actual365Fixed())

¢ BlackCapFloorEngine (const Handle< CapletVolatilityStructure > &)

e void calculate () const

e void update ()

9.69.2 Member Function Documentation
9.69.2.1 void update () [virtual]
This method must be implemented in derived classes. An instance of Observer does not call this

method directly: instead, it will be called by the observables the instance registered with when
they need to notify any changes.

Implements Observer.
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9.70 BlackConstantVol Class Reference

#include <ql/termstructures/volatilities/blackconstantvol.hpp>

Inheritance diagram for BlackConstantVol:

|Observer | | Observable | | Extrapolator

TermStructure

A

| BlackVolTerm Structure |

[ Blackvolatility TermStructure |

BlackConstantVol

9.70.1 Detailed Description

Constant Black volatility, no time-strike dependence.

This class implements the BlackVolatilityTermStructure interface for a constant Black volatility
(no time/strike dependence).

Examples:

ConvertibleBonds.cpp, DiscreteHedging.cpp, EquityOption.cpp, and Replication.cpp.

Public Member Functions

e BlackConstantVol (const Date &referenceDate, Volatility volatility, const DayCounter
&dayCounter)

e BlackConstantVol (const Date &referenceDate, const Handle< Quote > &volatility, const
DayCounter &dayCounter)

¢ BlackConstantVol (Natural settlementDays, const Calendar &, Volatility volatility, const
DayCounter &dayCounter)

e BlackConstantVol (Natural settlementDays, const Calendar &, const Handle< Quote >
&volatility, const DayCounter &dayCounter)

BlackVolTermStructure interface

e DayCounter dayCounter () const

the day counter used for dateftime conversion

e Date maxDate () const
the latest date for which the curve can return values

e Real minStrike () const
the minimum strike for which the term structure can return vols

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



9.70 BlackConstantVol Class Reference

245

e Real maxStrike () const
the maximum strike for which the term structure can return vols

Visitability

e virtual void accept (AcyclicVisitor &)

Protected Member Functions

e virtual Volatility blackVolImpl (Time t, Real) const

Black volatility calculation.
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9.71 BlackIborCouponPricer Class Reference

#include <ql/cashflows/couponpricer.hpp>

Inheritance diagram for BlackIborCouponPricer:

| Observer | | Observable |

| FloatingRateCouponPricer |

IborCouponPricer

[

| BlacklborCouponPricer |

9.71.1 Detailed Description

Black-formula pricer for capped/floored Ibor coupons.

Public Member Functions

e BlackIborCouponPricer (const Handle< CapletVolatilityStructure > &capletVol=Handle<
CapletVolatilityStructure >())

void initialize (const FloatingRateCoupon &coupon)

Real swapletPrice () const

Rate swapletRate () const

Real capletPrice (Rate effectiveCap) const

Rate capletRate (Rate effectiveCap) const

Real floorletPrice (Rate effectiveFloor) const

Rate floorletRate (Rate effectiveFloor) const

Protected Member Functions

e Real optionletPrice (Option::Type optionType, Real effStrike) const
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9.72 BlackKarasinski Class Reference

#include <ql/models/shortrate/onefactormodels/blackkarasinski.hpp>

Inheritance diagram for BlackKarasinski:

| Observer | | Observable

CalibratedModel

| ShortRateModel | |TermStructureConsistentModeI

OneFactorModel

BlackKarasinski

9.72.1 Detailed Description

Standard Black-Karasinski model class.

This class implements the standard Black-Karasinski model defined by
dinr; = (0(t) — alnr)dt + cdW;,
where alpha and sigma are constants.

Examples:

BermudanSwaption.cpp.

Public Member Functions

e BlackKarasinski (const Handle< YieldTermStructure > &termStructure, Real a=0.1, Real
sigma=0.1)
e boost::shared_ptr< ShortRateDynamics > dynamics () const

returns the short-rate dynamics

e boost::shared_ptr< Lattice > tree (const TimeGrid &grid) const

Return by default a trinomial recombining tree.

Classes

e class Dynamics

Short-rate dynamics in the Black-Karasinski model.
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9.73 BlackKarasinski::Dynamics Class Reference

#include <ql/models/shortrate/onefactormodels/blackkarasinski.hpp>

Inheritance diagram for BlackKarasinski::Dynamics:

| ShortRateDynamics |

| BlackKarasinski::Dynamics |

9.73.1 Detailed Description

Short-rate dynamics in the Black-Karasinski model.

The short-rate is here
7= efp(t)ﬂf

where @(t) is the deterministic time-dependent parameter (which can not be determined analyti-
cally) used for term-structure fitting and x; is the state variable following an Ornstein-Uhlenbeck
process.

Public Member Functions

e Dynamics (const Parameter &fitting, Real alpha, Real sigma)
e Real variable (Time t, Rate r) const

Compute state variable from short rate.

e Real shortRate (Time t, Real x) const

Compute short rate from state variable.
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9.74 BlackProcess Class Reference

#include <ql/processes/blackscholesprocess.hpp>

Inheritance diagram for BlackProcess:

|Observer | | Observable

StochasticProcess

]

| StochasticProcess1D |

| GeneralizedBlackScholesProcess |

[

BlackProcess

9.74.1 Detailed Description

Black (1976) stochastic process.

This class describes the stochastic process for a forward or futures contract given by

a(t, S)
2

as(t,s) = dt + odW;.

Public Member Functions

e BlackProcess (const Handle< Quote > &x0, const Handle< YieldTermStructure > &risk-
FreeTS, const Handle< BlackVolTermStructure > &blackVolTS, const boost::shared_ptr<
discretization > &d=boost::shared_ptr< discretization >(new EulerDiscretization))
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9.75 BlackScholesCalculator Class Reference

#include <ql/pricingengines/blackscholescalculator.hpp>

Inheritance diagram for BlackScholesCalculator:

BlackCalculator
[

| BlackScholesCalculator |

9.75.1 Detailed Description

Black-Scholes 1973 calculator class.

Public Member Functions

e BlackScholesCalculator (const boost::shared_ptr< StrikedTypePayoff > &payoff, Real spot,
DiscountFactor growth, Real stdDev, DiscountFactor discount)

Real delta () const

Real elasticity () const

Real gamma () const

Real theta (Time maturity) const

Real thetaPerDay (Time maturity) const

Protected Attributes

e Real spot_
e DiscountFactor growth_

9.75.2 Member Function Documentation
9.75.2.1 Real delta () const

Sensitivity to change in the underlying spot price.

9.75.2.2 Real elasticity () const

Sensitivity in percent to a percent change in the underlying spot price.

9.75.2.3 Real gamma () const

Second order derivative with respect to change in the underlying spot price.

9.75.2.4 Real theta (Time maturity) const

Sensitivity to time to maturity.
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9.75.2.5 Real thetaPerDay (Time maturity) const

Sensitivity to time to maturity per day (assuming 365 day in a year).
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9.76 BlackScholesLattice Class Template Reference

#include <qgl/methods/lattices/bsmlattice.hpp>

Inheritance diagram for BlackScholesLattice:

Lattice | CuriouslyRecurringTemplate< BlackScholesLattice< T > >

| Treelattice< BlackScholesLattice< T> > |

| TreelLattice1D< BlackScholeslLattice< T > > |

BlackScholesLattice

A

| TsiveriotisFernandeslLattice< T > |

9.76.1 Detailed Description
template<class T> class QuantLib::BlackScholesLattice< T >

Simple binomial lattice approximating the Black-Scholes model.

Public Member Functions

e BlackScholesLattice (const boost::shared_ptr< T > &tree, Rate riskFreeRate, Time end, Size
steps)

Size size (Size i) const

DiscountFactor discount (Size, Size) const

void stepback (Size i, const Array &values, Array &new Values) const

Real underlying (Size i, Size index) const

Size descendant (Size i, Size index, Size branch) const

Real probability (Size i, Size index, Size branch) const
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9.77 BlackScholesMertonProcess Class Reference

#include <ql/processes/blackscholesprocess.hpp>

Inheritance diagram for BlackScholesMertonProcess:

|Observer | | Observable

StochasticProcess

]

| StochasticProcess1D |

| GeneralizedBlackScholesProcess |

[

| BlackScholesMertonProcess |

9.77.1 Detailed Description

Merton (1973) extension to the Black-Scholes stochastic process.

This class describes the stochastic process for a stock or stock index paying a continuous dividend
yield given by

ds(t, S) = (r(t) - q(t) - a(t,25)2 )t + cdW,.

Examples:

ConvertibleBonds.cpp, DiscreteHedging.cpp, and EquityOption.cpp.

Public Member Functions

e BlackScholesMertonProcess (const Handle< Quote > &x0, const Handle< Yield TermStruc-
ture > &dividendTS, const Handle< YieldTermStructure > &riskFreeTS, const Han-
dle< BlackVolTermStructure > &blackVolTS, const boost::shared_ptr< discretization >
&d=Dboost::shared_ptr< discretization >(new EulerDiscretization))
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9.78 BlackScholesProcess Class Reference

#include <ql/processes/blackscholesprocess.hpp>

Inheritance diagram for BlackScholesProcess:

|Observer | | Observable

StochasticProcess

]

| StochasticProcess1D |

| GeneralizedBlackScholesProcess |

[

| BlackScholesProcess |

9.78.1 Detailed Description
Black-Scholes (1973) stochastic process.
This class describes the stochastic process for a stock given by

a(t, S)
2

ds(t,S) = (r(t) — )dt + odW,.

Examples:

Replication.cpp.

Public Member Functions

e BlackScholesProcess (const Handle< Quote > &x0, const Handle< YieldTermStructure >
&riskFreeTS, const Handle< BlackVolTermStructure > &blackVolTS, const boost::shared_-
ptr< discretization > &d=Dboost::shared_ptr< discretization >(new EulerDiscretization))

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



9.79 BlackSwaptionEngine Class Reference 255

9.79 BlackSwaptionEngine Class Reference

#include <ql/pricingengines/swaption/blackswaptionengine.hpp>

Inheritance diagram for BlackSwaptionEngine:

Observable
A
PricingEngine
A

GenericEngine< Swaption::arguments, Swaption::results > |

|engine | |Observer |

BlackSwaptionEngine

9.79.1 Detailed Description

Black-formula swaption engine.

Warning

The engine assumes that the exercise date equals the start date of the passed swap.

Public Member Functions

BlackSwaptionEngine (const Handle< Quote > &volatility)
BlackSwaptionEngine (const Handle< SwaptionVolatilityStructure > &)
void calculate () const

void update ()

9.79.2 Member Function Documentation
9.79.2.1 void update () [virtual]

This method must be implemented in derived classes. An instance of Observer does not call this
method directly: instead, it will be called by the observables the instance registered with when
they need to notify any changes.

Implements Observer.
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9.80 BlackVarianceCurve Class Reference

#include <ql/termstructures/volatilities/blackvariancecurve.hpp>

Inheritance diagram for BlackVarianceCurve:

|Observer | | Observable | | Extrapolator

TermStructure

]

| BlackVolTerm Structure |

| BlackVarianceTerm Structure |

BlackVarianceCurve

9.80.1 Detailed Description

Black volatility curve modelled as variance curve.

This class calculates time-dependent Black volatilities using as input a vector of (ATM) Black
volatilities observed in the market.

The calculation is performed interpolating on the variance curve. Linear interpolation is used as
default; this can be changed by the setInterpolation() method.

For strike dependence, see BlackVarianceSurface.

Todo

check time extrapolation

Public Member Functions

e BlackVarianceCurve (const Date &referenceDate, const std::vector< Date > &dates, const
std::vector< Volatility > &blackVolCurve, const DayCounter &dayCounter, bool forceMono-
toneVariance=true)

BlackVolTermStructure interface

e DayCounter dayCounter () const

the day counter used for date/time conversion

e Date maxDate () const

the latest date for which the curve can return values

e Real minStrike () const

the minimum strike for which the term structure can return vols

e Real maxStrike () const
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the maximum strike for which the term structure can return vols

Modifiers

® template<class Interpolator>
void setInterpolation (const Interpolator &i=Interpolator())

Visitability

e virtual void accept (AcyclicVisitor &)

Protected Member Functions

e virtual Real blackVariancelmpl (Time t, Real) const

Black variance calculation.
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9.81 BlackVarianceSurface Class Reference

#include <ql/termstructures/volatilities/blackvariancesurface.hpp>

Inheritance diagram for BlackVarianceSurface:

|Observer | | Observable | | Extrapolator

TermStructure

A

| BlackVolTerm Structure |

| BlackVarianceTerm Structure |

| BlackVarianceSurface |

9.81.1 Detailed Description

Black volatility surface modelled as variance surface.

This class calculates time/strike dependent Black volatilities using as input a matrix of Black
volatilities observed in the market.

The calculation is performed interpolating on the variance surface. Bilinear interpolation is used
as default; this can be changed by the setInterpolation() method.

Todo

check time extrapolation

Public Types

e enum Extrapolation { ConstantExtrapolation, InterpolatorDefaultExtrapolation }

Public Member Functions

e BlackVarianceSurface (const Date &referenceDate, const std::vector< Date > &dates, const
std::vector< Real > &strikes, const Matrix &blackVolMatrix, const DayCounter &day-
Counter, Extrapolation lowerExtrapolation=InterpolatorDefaultExtrapolation, Extrapola-
tion upperExtrapolation=InterpolatorDefaultExtrapolation)

BlackVolTermStructure interface

e DayCounter dayCounter () const

the day counter used for dateftime conversion

e Date maxDate () const
the latest date for which the curve can return values
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e Real minStrike () const
the minimum strike for which the term structure can return vols

e Real maxStrike () const

the maximum strike for which the term structure can return vols

Modifiers

® template<class Interpolator>
void setInterpolation (const Interpolator &i=Interpolator())

Visitability

e virtual void accept (AcyclicVisitor &)

Protected Member Functions

e virtual Real blackVariancelmpl (Time t, Real strike) const

Black variance calculation.
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9.82 BlackVarianceTermStructure Class Reference

#include <ql/voltermstructure.hpp>

Inheritance diagram for BlackVarianceTermStructure:

|Observer | | Observable | | Extrapolator

TermStructure

A

BlackVolTerm Structure

A

| BlackVarianceTerm Structure |

BlackVarianceCurve | |BIackVarianceSurface | |Imp|iedVoITermStructure

9.82.1 Detailed Description

Black variance term structure.

This abstract class acts as an adapter to VolTermStructure allowing the programmer to implement
only the blackVarianceImpl(Time, Real, bool) method in derived classes.

Volatility are assumed to be expressed on an annual basis.

Public Member Functions

Constructors

See the TermStructure documentation for issues regarding constructors.

e BlackVarianceTermStructure (const DayCounter &dc=Actual365Fixed())
default constructor

e BlackVarianceTermStructure (const Date  &referenceDate, const Calendar
&cal=Calendar(), const DayCounter &dc=Actual365Fixed())

initialize with a fixed reference date

e BlackVarianceTermStructure (Natural settlementDays, const Calendar &, const Day-
Counter &dc=Actual365Fixed())

calculate the reference date based on the global evaluation date

Visitability
e virtual void accept (AcyclicVisitor &)

Protected Member Functions

¢ Volatility blackVolImpl (Time maturity, Real strike) const
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9.82.2 Constructor & Destructor Documentation
9.82.2.1 BlackVarianceTermStructure (const DayCounter & dc = Actual365Fixed ())
default constructor

Warning

term structures initialized by means of this constructor must manage their own reference
date by overriding the referenceDate() method.

9.82.3 Member Function Documentation
9.82.3.1 Volatility blackVolImpl (Time maturity, Real strike) const [protected, virtual]

Returns the volatility for the given strike and date calculating it from the variance.

Implements BlackVolTermStructure.
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9.83 BlackVolatilityTermStructure Class Reference

#include <ql/voltermstructure.hpp>

Inheritance diagram for BlackVolatility TermStructure:

|Observer | | Observable | | Extrapolator

TermStructure

]

[ Blackvoltermstructure |

| BlackVolatility Term Structure |

BlackConstantVol

9.83.1 Detailed Description

Black-volatility term structure.

This abstract class acts as an adapter to BlackVolTermStructure allowing the programmer to
implement only the blackVolImpl(Time, Real, bool) method in derived classes.

Volatility are assumed to be expressed on an annual basis.

Public Member Functions

Constructors

See the TermStructure documentation for issues regarding constructors.

e BlackVolatilityTermStructure (const DayCounter &dc=Actual365Fixed())
default constructor

e BlackVolatilityTermStructure  (const Date  &referenceDate, const Calendar
&cal=Calendar(), const DayCounter &dc=Actual365Fixed())

initialize with a fixed reference date

e BlackVolatilityTermStructure (Natural settlementDays, const Calendar &, const Day-
Counter &dc=Actual365Fixed())

calculate the reference date based on the global evaluation date

Visitability

e virtual void accept (AcyclicVisitor &)

Protected Member Functions

e Real blackVarianceImpl (Time maturity, Real strike) const
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9.83.2 Constructor & Destructor Documentation
9.83.2.1 BlackVolatilityTermStructure (const DayCounter & dc = Actual365Fixed ())
default constructor

Warning

term structures initialized by means of this constructor must manage their own reference
date by overriding the referenceDate() method.

9.83.3 Member Function Documentation
9.83.3.1 Real blackVarianceImpl (Time maturity, Real strike) const [protected, virtual]

Returns the variance for the given strike and date calculating it from the volatility.

Implements BlackVolTermStructure.
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9.84 BlackVolTermStructure Class Reference

#include <ql/voltermstructure.hpp>

Inheritance diagram for BlackVolTermStructure:

|Observer | | Observable | | Extrapolator

TermStructure

BlackVolTerm Structure

| BlackVarianceTerm Structure | | BlackVolatility Term Structure |
BlackVarianceCurve | BlackVarianceSurface | ImpliedVolTerm Structure | | BlackConstantVol |

9.84.1 Detailed Description

Black-volatility term structure.

This abstract class defines the interface of concrete Black-volatility term structures which will be
derived from this one.

Volatilities are assumed to be expressed on an annual basis.

Public Member Functions

Constructors
See the TermStructure documentation for issues regarding constructors.

¢ BlackVolTermStructure (const DayCounter &dc=Actual365Fixed())
default constructor

e BlackVolTermStructure (const Date &referenceDate, const Calendar &cal=Calendar(),
const DayCounter &dc=Actual365Fixed())

initialize with a fixed reference date

e BlackVolTermStructure (Natural settlementDays, const Calendar &, const DayCounter
&dc=Actual365Fixed())

calculate the reference date based on the global evaluation date

Black Volatility

e Volatility blackVol (const Date &maturity, Real strike, bool extrapolate=false) const
present (a.k.a spot) volatility

e Volatility blackVol (Time maturity, Real strike, bool extrapolate=false) const
present (a.k.a spot) volatility
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e Real blackVariance (const Date &maturity, Real strike, bool extrapolate=false) const

present (a.k.a spot) variance

e Real blackVariance (Time maturity, Real strike, bool extrapolate=false) const

present (a.k.a spot) variance

e Volatility blackForwardVol (const Date &datel, const Date &date2, Real strike, bool
extrapolate=false) const

future (a.k.a. forward) volatility

e Volatility blackForwardVol (Time timel, Time time2, Real strike, bool extrapolate=false)
const

future (a.k.a. forward) volatility

e Real blackForwardVariance (const Date &datel, const Date &date2, Real strike, bool
extrapolate=false) const

future (a.k.a. forward) variance

e Real blackForwardVariance (Time timel, Time time?2, Real strike, bool extrapolate=false)
const

future (a.k.a. forward) variance

Limits
e virtual Real minStrike () const=0

the minimum strike for which the term structure can return vols

e virtual Real maxStrike () const=0

the maximum strike for which the term structure can return vols

Visitability

e virtual void accept (AcyclicVisitor &)

Protected Member Functions

Calculations

These methods must be implemented in derived classes to perform the actual volatility calculations.
When they are called, range check has already been performed; therefore, they must assume that
extrapolation is required.

e virtual Real blackVariancelmpl (Time t, Real strike) const =0

Black variance calculation.

e virtual Volatility blackVollmpl (Time t, Real strike) const =0

Black volatility calculation.
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9.84.2 Constructor & Destructor Documentation
9.84.2.1 BlackVolTermStructure (const DayCounter & dc = Actual365Fixed ())
default constructor

Warning

term structures initialized by means of this constructor must manage their own reference
date by overriding the referenceDate() method.
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9.85 Bond Class Reference

#include <qgl/instruments/bond.hpp>

Inheritance diagram for Bond:

| Observable | |Observer |

LazyObject
A

Instrument

A

Bond
A

CmsRateBond ConvertibleBond | FixedRateBond | | FloatingRateBond | |ZeroCouponBond
A
ConvertibleFixedCouponBond | |ConvertibleFIoatingRateBond | |ConvertibleZeroCouponBond |

9.85.1 Detailed Description

Base bond class.

Derived classes must fill the unitialized data members.

Warning

Most methods assume that the cashflows are stored sorted by date, the redemption being the
last one.

Tests
e price/yield calculations are cross-checked for consistency.

e price/yield calculations are checked against known good values.

Public Member Functions
Inspectors

Date settlementDate (const Date &d=Date()) const
Date issueDate () const

Date maturityDate () const

Date interestAccrualDate () const

const Leg & cashflows () const

const boost::shared_ptr< CashFlow > & redemption () const
const Calendar & calendar () const
BusinessDayConvention paymentConvention () const
Real faceAmount () const

const DayCounter & dayCounter () const

Frequency frequency () const

Handle< YieldTermStructure > discountCurve () const
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Calculations

e Real cleanPrice () const

theoretical clean price

Real dirtyPrice () const
theoretical dirty price

Rate yield (Compounding compounding, Real accuracy=1.0e-8, Size maxEvalua-
tions=100) const
theoretical bond yield

Real cleanPrice (Rate yield, Compounding compounding, Date settlementDate=Date())
const
clean price given a yield and settlement date

Real dirtyPrice (Rate yield, Compounding compounding, Date settlementDate=Date())
const
dirty price given a yield and settlement date

Rate yield (Real cleanPrice, Compounding compounding, Date settlementDate=Date(),
Real accuracy=1.0e-8, Size maxEvaluations=100) const
yield given a (clean) price and settlement date

virtual Real accrued Amount (Date d=Date()) const
accrued amount at a given date

bool isExpired () const
returns whether the instrument is still tradable.

Protected Member Functions

e Bond (Natural settlementDays, Real faceAmount, const Calendar &calendar, const Day-

Counter &paymentDayCounter, BusinessDayConvention paymentConvention, const Han-
dle< YieldTermStructure > &discountCurve=Handle< Yield TermStructure >())

e void performCalculations () const
e void setupArguments (PricingEngine::arguments ) const

Protected Attributes

Natural settlementDays_

Real faceAmount_

Calendar calendar_

DayCounter paymentDayCounter_
BusinessDayConvention paymentConvention_
Handle< YieldTermStructure > discountCurve_
Date issueDate_

Date datedDate_

Date maturityDate_

Frequency frequency_

Leg cashflows_
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9.85.2 Member Function Documentation

9.85.2.1 const Leg & cashflows () const

Warning

the returned vector includes the redemption as the last cash flow.

9.85.2.2 Real cleanPrice () const
theoretical clean price
The default bond settlement is used for calculation.

Warning

the theoretical price calculated from a flat term structure might differ slightly from the price
calculated from the corresponding yield by means of the other overload of this function. If
the price from a constant yield is desired, it is advisable to use such other overload.

9.85.2.3 Real dirtyPrice () const

theoretical dirty price

The default bond settlement is used for calculation.
Warning

the theoretical price calculated from a flat term structure might differ slightly from the price
calculated from the corresponding yield by means of the other overload of this function. If
the price from a constant yield is desired, it is advisable to use such other overload.

9.85.2.4 Rate yield (Compounding compounding, Real accuracy = 1.0e-8, Size
maxEvaluations = 100) const

theoretical bond yield

The default bond settlement and theoretical price are used for calculation.

9.85.2.5 Real cleanPrice (Rate yield, Compounding compounding, Date settlementDate =
Date()) const

clean price given a yield and settlement date

The default bond settlement is used if no date is given.

9.85.2.6 Real dirtyPrice (Rate yield, Compounding compounding, Date settlementDate =
Date()) const

dirty price given a yield and settlement date

The default bond settlement is used if no date is given.
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9.85.2.7 Rate yield (Real cleanPrice, Compounding compounding, Date settlementDate =
Date (), Real accuracy = 1.0e-8, Size maxEvaluations = 100) const
yield given a (clean) price and settlement date

The default bond settlement is used if no date is given.

9.85.2.8 virtual Real accruedAmount (Date d = Date()) const [virtual]

accrued amount at a given date

The default bond settlement is used if no date is given.

9.85.2.9 void performCalculations () const [protected, virtual]

In case a pricing engine is not used, this method must be overridden to perform the actual calcu-
lations and set any needed results. In case a pricing engine is used, the default implementation
can be used.

Reimplemented from Instrument.

Reimplemented in ConvertibleBond.
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9.86 BoundaryCondition Class Template Reference

#include <ql/methods/finitedifferences/boundarycondition.hpp>

9.86.1 Detailed Description
template<class Operator> class QuantLib::BoundaryCondition< Operator >

Abstract boundary condition class for finite difference problems.

Public Types

e enum Side { None, Upper, Lower }
o typedef Operator operator_type
o typedef Operator::array_type array_type

Public Member Functions

e virtual void applyBeforeApplying (operator_type &) const=0

e virtual void applyAfterApplying (array_type &) const =0

e virtual void applyBeforeSolving (operator_type &, array_type &rhs) const=0
e virtual void applyAfterSolving (array_type &) const =0

e virtual void setTime (Time t)=0

9.86.2 Member Enumeration Documentation

9.86.2.1 enum Side

Todo

Generalize for n-dimensional conditions

9.86.3 Member Function Documentation
9.86.3.1 virtual void applyBeforeApplying (operator_type &) const [pure virtual]

This method modifies an operator L before it is applied to an array u so that v = Lu will satisfy
the given condition.

Implemented in NeumannBC, and DirichletBC.

9.86.3.2 virtual void applyAfterApplying (array_type &) const [pure virtual]

This method modifies an array u so that it satisfies the given condition.

Implemented in NeumannBC, and DirichletBC.
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9.86.3.3 virtual void applyBeforeSolving (operator_type &, array_type & rhs) const [pure
virtual]

This method modifies an operator L before the linear system Lu’ = u is solved so that u" will
satisfy the given condition.

Implemented in NeumannBC, and DirichletBC.

9.86.3.4 virtual void applyAfterSolving (array_type &) const [pure virtual]
This method modifies an array u so that it satisfies the given condition.
Implemented in NeumannBC, and DirichletBC.

9.86.3.5 virtual void setTime (Time #) [pure virtual]

This method sets the current time for time-dependent boundary conditions.

Implemented in NeumannBC, and DirichletBC.
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9.87 BoundaryConstraint Class Reference

#include <ql/math/optimization/constraint.hpp>

Inheritance diagram for BoundaryConstraint:

Constraint
[

| BoundaryConstraint |

9.87.1 Detailed Description

Constraint imposing all arguments to be in [low,high]

Public Member Functions

e BoundaryConstraint (Real low, Real high)
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9.88 BoxMullerGaussianRng Class Template Reference

#include <ql/math/randomnumbers/boxmullergaussianrng.hpp>

9.88.1 Detailed Description
template<class RNG> class QuantLib::BoxMullerGaussianRng< RNG >

Gaussian random number generator.

It uses the well-known Box-Muller transformation to return a normal distributed Gaussian deviate
with average 0.0 and standard deviation of 1.0, from a uniform deviate in (0,1) supplied by RNG.

Class RNG must implement the following interface:

RNG: : sample_type RNG::next() const;

Public Types

o typedef Sample< Real > sample_type
o typedef RNG urng_type

Public Member Functions

e BoxMullerGaussianRng (const RNG &uniformGenerator)
e sample_type next () const

returns a sample from a Gaussian distribution

Generated on Fri Jun 1 18:19:44 2007 for QuantLib by Doxygen



9.89 Brazil Class Reference

275

9.89 Brazil Class Reference

#include <ql/time/calendars/brazil.hpp>

Inheritance diagram for Brazil:

9.89.1 Detailed Description

Brazilian calendar.
Banking holidays:
e Saturdays
e Sundays
e New Year’s Day, January 1st
e Tiradentes’s Day, April 21th
e Labour Day, May 1st
¢ Independence Day, September 21th
e Nossa Sra. Aparecida Day, October 12th
e Dead Day, October 2nd
e Republic Day, November 15th
e Christmas, December 25th
e Passion of Christ
e Carnival

e Corpus Christi

Tests

the correctness of the returned results is tested against a list of known holidays.

Public Types

e enum Market { Settlement }

Brazilian calendars.

Calendar

Brazil
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Public Member Functions

e Brazil (Market market=Settlement)

9.89.2 Member Enumeration Documentation
9.89.2.1 enum Market
Brazilian calendars.

Enumerator:

Settlement generic settlement calendar
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9.90 Brent Class Reference

#include <ql/math/solversld/brent.hpp>

Inheritance diagram for Brent:

| CuriouslyRecurringTemplate< Brent > |

Solver1D< Brent >

A

Brent

9.90.1 Detailed Description
Brent 1-D solver

Tests

the correctness of the returned values is tested by checking them against known good results.

Public Member Functions

® template<class F>
Real solveImpl (const F &f, Real xAccuracy) const
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9.91 BRLCurrency Class Reference

#include <ql/currencies/america.hpp>

Currency
BRLCurrency

Inheritance diagram for BRLCurrency:

9.91.1 Detailed Description

Brazilian real.

The ISO three-letter code is BRL; the numeric code is 986. It is divided in 100 centavos.
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9.92 BrownianBridge Class Reference

#include <ql/methods/montecarlo/brownianbridge.hpp>

9.92.1 Detailed Description

Builds Wiener process paths using Gaussian variates.

This class generates normalized (i.e., unit-variance) paths as sequences of variations. In order
to obtain the actual path of the underlying, the returned variations must be multiplied by the
integrated variance (including time) over the corresponding time step.
Brownian-bridge constructor
® template<class RandomAccessIteratorl, class RandomAccesslterator2>
void transform (RandomAccesslterator]l begin, RandomAccesslterator]l end, RandomAc-
cesslterator2 output) const

Public Member Functions

e BrownianBridge (Size steps)

unit-time path

e BrownianBridge (const std::vector< Time > &times)

generic times

e BrownianBridge (const TimeGrid &timeGrid)

generic times

inspectors

e Size size () const
e const std::vector< Time > & times () const

9.92.2 Constructor & Destructor Documentation
9.92.2.1 BrownianBridge (const std::vector< Time > & times)
generic times

Note:

the starting time of the path is assumed to be 0 and must not be included
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9.93 BSMOperator Class Reference

#include <ql/methods/finitedifferences/bsmoperator.hpp>

Inheritance diagram for BSMOperator:

| TridiagonalOperator |

BSMOperator

9.93.1 Detailed Description

Black-Scholes-Merton differential operator.

Public Member Functions

e BSMOperator (Size size, Real dx, Rate r, Rate g, Volatility sigma)
e BSMOperator (const Array &grid, const boost::shared_ptr< GeneralizedBlackScholesPro-
cess > &, Time residualTime)
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9.94 Business252 Class Reference

#include <ql/time/daycounters/business252.hpp>

DayCounter
Business252

Inheritance diagram for Business252:

9.94.1 Detailed Description

Business/252 day count convention.

Public Member Functions

e Business252 (Calendar c)
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9.95 BYRCurrency Class Reference

#include <ql/currencies/europe.hpp>

Inheritance diagram for BYRCurrency:

Currency

BYRCurrency

H

9.95.1 Detailed Description

Belarussian ruble.

The ISO three-letter code is BYR; the numeric code is 974. It has no subdivisions.
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9.96 CADCurrency Class Reference

#include <ql/currencies/america.hpp>

Inheritance diagram for CADCurrency:

Currency
CADCurrency

9.96.1 Detailed Description

Canadian dollar.

The ISO three-letter code is CAD; the numeric code is 124. It is divided into 100 cents.
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9.97 CADLibor Class Reference

#include <ql/indexes/ibor/cadlibor.hpp>
Inheritance diagram for CADLibor:

Observable
A

| Index | |Observer

InterestRatelndex

]

[oo

]

Iborindex
A;
-]

CADLibor

9.97.1 Detailed Description

CAD LIBOR rate
Canadian Dollar LIBOR fixed by BBA.
See <http://www.bba.org.uk/bba/jsp/polopoly.jsp?d=225&a=1414>.

Warning

This is the rate fixed in London by BBA. Use CDOR if you're interested in the Canadian fixing
by IDA.

Public Member Functions

e CADLibor (const Period &tenor, const Handle< Yield TermStructure > &h=Handle< Yield-
TermStructure >(), Natural settlementDays=2)
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9.98 Calendar Class Reference

#include <ql/time/calendar.hpp>

Inheritance diagram for Calendar:

9.98.1 Detailed Description

calendar class

This class provides methods for determining whether a date is a business day or a holiday for a
given market, and for incrementing/decrementing a date of a given number of business days.

The Bridge pattern is used to provide the base behavior of the calendar, namely, to determine
whether a date is a business day.

A calendar should be defined for specific exchange holiday schedule or for general country
holiday schedule. Legacy city holiday schedule calendars will be moved to the exchange/country
convention.

Tests
the methods for adding and removing holidays are tested by inspecting the calendar before

and after their invocation.

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, FRA.cpp, Repo.cpp, and swapvalua-
tion.cpp.

Calendar interface

e bool empty () const

Returns whether or not the calendar is initialized.

e std::string name () const

Returns the name of the calendar.

bool isBusinessDay (const Date &d) const
bool isHoliday (const Date &d) const

bool isWeekend (Weekday w) const

bool isEndOfMonth (const Date &d) const
Date endOfMonth (const Date &d) const

last business day of the month to which the given date belongs

void addHoliday (const Date &)

void removeHoliday (const Date &)

Date adjust (const Date &, BusinessDayConvention convention=Following) const

Date advance (const Date &, Integer n, TimeUnit unit, BusinessDayConvention conven-
tion=Following, bool endOfMonth=false) const
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e Date advance (const Date &date, const Period &period, BusinessDayConvention conven-
tion=Following, bool endOfMonth=false) const

e BigInteger businessDaysBetween (const Date &from, const Date &to, bool include-
First=true, bool includelLast=false) const

e static std::vector< Date > holidayList (const Calendar &calendar, const Date &from, const
Date &to, bool includeWeekEnds=false)

Returns the holidays between two dates.

Public Member Functions

e Calendar ()

Protected Attributes

e boost::shared_ptr< Impl > impl_

Related Functions

(Note that these are not member functions.)

e bool operator== (const Calendar &, const Calendar &)
e bool operator!= (const Calendar &, const Calendar &)

o std::ostream & operator<< (std::ostream &, const Calendar &)

Classes

e class Impl

abstract base class for calendar implementations

e class OrthodoxImpl

partial calendar implementation

o class WesternImpl

partial calendar implementation

9.98.2 Constructor & Destructor Documentation
9.98.2.1 Calendar ()

The default constructor returns a calendar with a null implementation, which is therefore unusable
except as a placeholder.
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9.98.3 Member Function Documentation
9.98.3.1 std:string name () const
Returns the name of the calendar.

Warning

This method is used for output and comparison between calendars. It is not meant to be
used for writing switch-on-type code.

9.98.3.2 bool isBusinessDay (const Date & d) const

Returns true iff the date is a business day for the given market.

9.98.3.3 bool isHoliday (const Date & d) const

Returns true iff the date is a holiday for the given market.

9.98.3.4 bool isWeekend (Weekday w) const

Returns true iff the weekday is part of the weekend for the given market.

9.98.3.5 bool isEndOfMonth (const Date & d) const

Returns true iff the date is last business day for the month in given market.

9.98.3.6 void addHoliday (const Date &)

Adds a date to the set of holidays for the given calendar.

9.98.3.7 void removeHoliday (const Date &)

Removes a date from the set of holidays for the given calendar.

9.98.3.8 Date adjust (const Date &, BusinessDayConvention convention = Following) const

Adjusts a non-business day to the appropriate near business day with respect to the given
convention.

Examples:

ConvertibleBonds.cpp, and swapvaluation.cpp.
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9.98.3.9 Date advance (const Date &, Integer n, TimeUnit unit, BusinessDayConvention
convention = Following, bool endOfMonth = false) const

Advances the given date of the given number of business days and returns the result.

Note:
The input date is not modified.

Examples:

BermudanSwaption.cpp, ConvertibleBonds.cpp, FRA.cpp, and swapvaluation.cpp.

9.98.3.10 Date advance (const Date & date, const Period & period, BusinessDayConvention
convention = Following, bool endOfMonth = false) const

Advances the given date as specified by the given period and returns the result.

Note:
The input date is not modified.

9.98.3.11 Biglnteger businessDaysBetween (const Date & from, const Date & to, bool
includeFirst = true, bool includeLast = false) const

Calculates the number of business days between two given dates and returns the result.

9.98.4 Friends And Related Function Documentation
9.98.4.1 bool operator== (const Calendar &, const Calendar &) [related]

Returns true iff the two calendars belong to the same derived class.

9.98.4.2 bool operator!= (const Calendar &, const Calendar &) [related]

9.98.4.3 std::ostream & operator<< (std::ostream &, const Calendar &) [related]
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9.99 Calendar: Impl Class Reference

#include <ql/time/calendar.hpp>

Inheritance diagram for Calendar::Impl:

Calendar::Impl

| OrthodoxImpl | | Westernlmpl |

9.99.1 Detailed Description

abstract base class for calendar implementations

Public Member Functions

e virtual std::string name () const=0
e virtual bool isBusinessDay (const Date &) const =0
e virtual bool isWeekend (Weekday) const=0

Public Attributes

e std:set< Date > addedHolidays
e std:set< Date > removedHolidays
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9.100 Calendar::OrthodoxImpl Class Reference

#include <ql/time/calendar.hpp>

Inheritance diagram for Calendar::OrthodoxImpl:

Impl
A;

| Calendar::OrthodoxImpl |

9.100.1 Detailed Description

partial calendar implementation

This class provides the means of determining the Orthodox Easter Monday for a given year, as
well as specifying Saturdays and Sundays as weekend days.
Protected Member Functions

e bool isWeekend (Weekday) const

Static Protected Member Functions

e static Day easterMonday (Year)
expressed relative to first day of year
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9.101 Calendar::WesternImpl Class Reference

#include <ql/time/calendar.hpp>

Inheritance diagram for Calendar::WesternImpl:

Impl
[

| Calendar::Westernimpl |

9.101.1 Detailed Description

partial calendar implementation

This class provides the means of determining the Easter Monday for a given year, as well as
specifying Saturdays and Sundays as weekend days.
Protected Member Functions

e bool isWeekend (Weekday) const

Static Protected Member Functions

e static Day easterMonday (Year)

expressed relative to first day of year
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9.102 CalibratedModel Class Reference

#include <qgl/models/model.hpp>
Inheritance diagram for CalibratedModel:

|Observer | | Observable

CalibratedModel

|HestonModeI | |LiborForwardModeI | |ShortRateModeI |

BatesModel | OneFactorModel | | TwoFactorModel |

| BlackKarasinski | | OneFactorAffineModel |
| CoxIngersollRoss | | Vasicek |
| ExtendedCoxIngersollRoss | | HullWhite |

9.102.1 Detailed Description

Calibrated model class.

Public Member Functions

e CalibratedModel (Size nArguments)
e void update ()

e void calibrate (const std::vector< boost::shared_ptr< CalibrationHelper > > &, Op-
timizationMethod &method, const EndCriteria &endCriteria, const Constraint &con-
straint=Constraint(), const std::vector< Real > &weights=std::vector< Real >())

Calibrate to a set of market instruments (caps/swaptions).

e const boost::shared_ptr< Constraint > & constraint () const

e Disposable< Array > params () const

Returns array of arquments on which calibration is done.

e virtual void setParams (const Array &params)

Protected Member Functions

e virtual void generateArguments ()
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Protected Attributes

e std:vector< Parameter > arguments_
e boost::shared_ptr< Constraint > constraint_

Friends

e class CalibrationFunction

9.102.2 Member Function Documentation
9.102.2.1 void update () [virtual]

This method must be implemented in derived classes. An instance of Observer does not call this
method directly: instead, it will be called by the observables the instance registered with when
they need to notify any changes.

Implements Observer.

9.102.2.2 void calibrate (const std::vector< boost::shared_ptr< CalibrationHelper > >
&, OptimizationMethod & method, const EndCriteria & endCriteria, const
Constraint & constraint = Constraint(), const std::vector< Real > & weights =
std::vector< Real >())

Calibrate to a set of market instruments (caps/swaptions).

An additional constraint can be passed which must be satisfied in addition to the constraints of
the model.
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9.103 CalibrationHelper Class Reference

#include <gl/models/calibrationhelper.hpp>

Inheritance diagram for CalibrationHelper:

| Observer | | Observable

CalibrationHelper

CapHelper | | HestonModelHelper | | SwaptionHelper

9.103.1 Detailed Description

liquid market instrument used during calibration

Public Member Functions

e CalibrationHelper (const Handle< Quote > &volatility, const Handle< YieldTermStructure
> &termStructure, bool calibrateVolatility=false)

e void update ()
e Real marketValue () const

returns the actual price of the instrument (from volatility)

e virtual Real modelValue () const=0

returns the price of the instrument according to the model

e virtual Real calibrationError ()

returns the error resulting from the model valuation

e virtual void addTimesTo (std::list< Time > &times) const=0
e Volatility impliedVolatility (Real targetValue, Real accuracy, Size maxEvaluations, Volatility
minVol, Volatility maxVol) const

Black volatility implied by the model.

e virtual Real blackPrice (Volatility volatility) const=0

Black price given a volatility.

e void setPricingEngine (const boost::shared_ptr< PricingEngine > &engine)

Protected Attributes

Real marketValue_

Handle< Quote > volatility_

Handle< YieldTermStructure > termStructure_
boost::shared_ptr< PricingEngine > engine_
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9.103.2 Member Function Documentation
9.103.2.1 void update () [virtual]

This method must be implemented in derived classes. An instance of Observer does not call this
method directly: instead, it will be called by the observables the instance registered with when
they need to notify any changes.

Implements Observer.
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9.104 Callability Class Reference

#include <ql/instruments/callabilityschedule.hpp>

Inheritance diagram for Callability:

Observable
Event

Callability
SoftCallability

g L

9.104.1 Detailed Description
instrument callability

Examples:

ConvertibleBonds.cpp.

Public Types

e enum Type { Call, Put }
type of the callability

Public Member Functions

Callability (const Price &price, Type type, const Date &date)
const Price & price () const

Type type () const
Date date () const

returns the date at which the event occurs

Classes

e class Price

amount to be paid upon callability
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9.105 Callability::Price Class Reference

#include <ql/instruments/callabilityschedule.hpp>

9.105.1 Detailed Description
amount to be paid upon callability

Examples:

ConvertibleBonds.cpp.

Public Types

e enum Type { Dirty, Clean }

Public Member Functions

o Price (Real amount, Type type)
e Real amount () const
o Type type () const
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9.106 Canada Class Reference

#include <ql/time/calendars/canada.hpp>

Inheritance diagram for Canada:

Calendar

Canada

9.106.1 Detailed Description

Canadian calendar.

Holidays:

e Saturdays

e Sundays

e New Year’s Day, January 1st (possibly moved to Monday)

e Good Friday

e Easter Monday

e Victoria Day, The Monday on or preceding 24 May

e Canada Day, July 1st (possibly moved to Monday)

e Provincial Holiday, first Monday of August

e Labour Day, first Monday of September

e Thanksgiving Day, second Monday of October

e Remembrance Day, November 11th

e Christmas, December 25th (possibly moved to Monday or Tuesday)
¢ Boxing Day, December 26th (possibly moved to Monday or Tuesday)
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9.107 Cap Class Reference

#include <ql/instruments/capfloor.hpp>

Inheritance diagram for Cap:

Observable | |Observer

LazyObject
[

Instrument
[

CapFloor
[

Cap

9.107.1 Detailed Description

Concrete cap class.

Public Member Functions

e Cap (const Leg &floatingleg, const std::vector< Rate > &exerciseRates, const Handle<
YieldTermStructure > &termStructure, const boost::shared_ptr< PricingEngine > &engine)
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9.108 CapFloor Class Reference

#include <ql/instruments/capfloor.hpp>

Inheritance diagram for CapFloor:

| Observable | | Observer

LazyObject
A

Instrument
A

CapFloor
A

| Cap | | Collar | | Floor |

9.108.1 Detailed Description

Base class for cap-like instruments.

Tests

e the correctness of the returned value is tested by checking that the price of a cap (resp.
floor) decreases (resp. increases) with the strike rate.

e the relationship between the values of caps, floors and the resulting collars is checked.
e the put-call parity between the values of caps, floors and swaps is checked.

e the correctness of the returned implied volatility is tested by using it for reproducing
the target value.

e the correctness of the returned value is tested by checking it against a known good value.

Public Types

e enum Type { Cap, Floor, Collar }

Public Member Functions

o CapFloor (Type type, const Leg &floatingLeg, const std::vector< Rate > &capRates, const
std::vector< Rate > &floorRates, const Handle< Yield TermStructure > &termStructure, const
boost::shared_ptr< PricingEngine > &engine)

e CapFloor (Type type, const Leg &floatinglLeg, const std::vector< Rate > &strikes, const
Handle< YieldTermStructure > &termStructure, const boost::shared_ptr< PricingEngine >
&engine)

o Volatility impliedVolatility (Real price, Real accuracy=1.0e-4, Size maxEvaluations=100,
Volatility minVol=1.0e-7, Volatility maxVol=4.0) const

implied term volatility
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Instrument interface

e bool isExpired () const

returns whether the instrument is still tradable.

e void setupArguments (PricingEngine::arguments *) const

Inspectors

Type type () const

const Leg & leg () const

const std::vector< Rate > & capRates () const
const std::vector< Rate > & floorRates () const
const Leg & floatingLeg () const

Rate atmRate () const

Date startDate () const

Date maturityDate () const

Date lastFixingDate () const

Classes

e class arguments

Arguments for cap/floor calculation

e class engine

base class for cap/floor engines
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9.109 CapFloor::arguments Class Reference

#include <ql/instruments/capfloor.hpp>

9.109.1 Detailed Description

Arguments for cap/floor calculation

Public Member Functions

e void validate () const

Public Attributes

CapFloor:: Type type

std::vector< Time > startTimes
std::vector< Date > fixingDates
std::vector< Time > fixingTimes
std::vector< Time > endTimes
std::vector< Time > accrualTimes
std::vector< Rate > capRates
std::vector< Rate > floorRates
std::vector< Rate > forwards
std::vector< Real > gearings
std::vector< Real > spreads
std::vector< DiscountFactor > discounts
std::vector< Real > nominals
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9.110 CapFloor::engine Class Reference

#include <ql/instruments/capfloor.hpp>

Inheritance diagram for CapFloor::engine:

Observable

Y

PricingEngine

| GenericEngine< CapFloor::arguments, CapFloor::results > |

CapFloor::engine

Y

BlackCapFloorEngine | | MarketModelCapFloorEngine | | MCHullWhiteCapFloorEngine

9.110.1 Detailed Description

base class for cap/floor engines
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9.111 CapHelper Class Reference

#include <ql/models/shortrate/calibrationhelpers/caphelper.hpp>

Inheritance diagram for CapHelper:

| Observer | | Observable

CalibrationHelper

[

CapHelper

9.111.1 Detailed Description

calibration helper for ATM cap

Public Member Functions

e CapHelper (const Period &length, const Handle< Quote > &volatility, const boost::shared_-
ptr<IborIndex > &index, Frequency fixedLegFrequency, const DayCounter &fixedLegDay-
Counter, bool includeFirstSwaplet, const Handle< YieldTermStructure > &termStructure,
bool calibrateVolatility=false)

e virtual void addTimesTo (std::list< Time > &times) const

e virtual Real modelValue () const

returns the price of the instrument according to the model

e virtual Real blackPrice (Volatility volatility) const

Black price given a volatility.
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9.112 CapletConstantVolatility Class Reference

#include <qgl/termstructures/volatilities/capletconstantvol.hpp>

Inheritance diagram for CapletConstantVolatility:

|Observer | | Observable | | Extrapolator

TermStructure

]

| CapletVolatility Structure |

|CapletConstantVolatiIity |

9.112.1 Detailed Description

Constant caplet volatility, no time-strike dependence.

Public Member Functions

e CapletConstantVolatility (const Date &referenceDate, Volatility volatility, const Day-
Counter &dayCounter)

o CapletConstantVolatility (const Date &referenceDate, const Handle< Quote > &volatility,
const DayCounter &dayCounter)

e CapletConstantVolatility (Volatility volatility, const DayCounter &dayCounter)

e CapletConstantVolatility (const Handle< Quote > &volatility, const DayCounter &day-
Counter)

e Date maxDate () const

the latest date for which the curve can return values

e Real minStrike () const

the minimum strike for which the term structure can return vols

e Real maxStrike () const

the maximum strike for which the term structure can return vols

TermStructure interface

e DayCounter dayCounter () const

the day counter used for date/time conversion

Protected Member Functions

CapletVolatilityStructure interface
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e Volatility volatilityImpl (Time t, Rate) const
implements the actual volatility calculation in derived classes
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9.113 CapletVolatilityStructure Class Reference

#include <ql/capvolstructures.hpp>

Inheritance diagram for CapletVolatilityStructure:

|Observer | | Observable | | Extrapolator

TermStructure

]

| CapletVolatilityStructure |

|CapletConstantVoIatiIity |

9.113.1 Detailed Description

Caplet/floorlet forward-volatility structure.

This class is purely abstract and defines the interface of concrete structures which will be derived
from this one.

Public Member Functions

Constructors

See the TermStructure documentation for issues regarding constructors.

e CapletVolatilityStructure (const DayCounter &dc=Actual365Fixed())
default constructor

e CapletVolatilityStructure (const Date &referenceDate, const Calendar &cal=Calendar(),
const DayCounter &dc=Actual365Fixed())

initialize with a fixed reference date

e CapletVolatilityStructure (Natural settlementDays, const Calendar &, const DayCounter
&dc=Actual365Fixed())

calculate the reference date based on the global evaluation date

Volatility and Variance

o Volatility volatility (const Date &exerciseDate, Rate strike, bool extrapolate=false) const
returns the volatility for a given exercise date and strike rate

e Volatility volatility (Time t, Rate strike, bool extrapolate=false) const

returns the volatility for a given exercise time and strike rate

e Volatility volatility (const Period &optionTenor, Rate strike, bool extrapolate=false) const

returns the volatility for a given option tenor and strike rate
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e Real blackVariance (const Date &exerciseDate, Rate strike, bool extrapolate=false) const
returns the Black variance for a given exercise date and strike rate

e Real blackVariance (Time t, Rate strike, bool extrapolate=false) const

returns the Black variance for a given start time and strike rate

e Volatility blackVariance (const Period &optionTenor, Rate strike, bool extrapolate=false)
const

returns the Black variance for a given option tenor and 