Reditus: A Design Tool for New Options Products
An Easy-to-Use & Do-It-Yourself Tool for Options
In the financial market or emerging markets for energies, new derivative products are created to meet customers' ever increasing demand for innovative products. Reditus’ unique versatility for different products across various markets allows users the flexibility to tailor make new products for their clients easily. Reditus is used efficiently as a proof-of-concept and fast-prototyping tool. It gives users the freedom to construct new features for their derivative products without any extra coding. New pay-off functions can be written directly on the pricing page.  The Reditus interface automatically adapts to the new features. 

Example: Strangle Barrier Option with Rebates
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A strangle barrier option with rebates is an option that is constructed by a number of calls and a number of puts with different strikes. The strike for calls is generally higher than for puts. The barriers are triggered for both the calls and puts. The option can be knockout with rebates depending on which barrier is touched.   

A user can freely choose to design a set of parameters and the pay-off functions for such a strangle option.  

For example, users can specify  NumCall for the number of calls used for the strangle, and NumPut for the number of puts used for the strangle, UpperStrike is the strike specified for the calls, and LowerStrike is the strike specified for the puts. RiskFreeRate is the constant interest rate, DividendRate is the constant dividend rate, Volatility is the constant volatility value.  However, if users would like to use term-structure for these parameters, users can tick the Term Structure button,  RiskFreeRate, DividendRate, Volatility will automatically disappear from the front page and a second market data page will appear for users to input these parameters as arrays in term-structure form. These parameters and arrays can be saved in a text file and the Reditus interface program will automatically pick up these new names and add them onto the main page.  Details of these new setting can be seen here in the following Reditus main page:
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In addition, this pricing page also illustrates how barriers are specified. In the barrier specification panel, we can see that from 29/3/2002 to 27/4/2002, there is a window of lower barrier at 2.0 with a $3 rebate, and an upper barrier at 12 with a $7 rebate. From 5/5/2002 to 19/7/2002, there is another window of barriers: an upper barrier at 10 as a knockout, and a lower barrier at 3.5 with a $2.5 rebate. From 25/7/2002 to 26/9/2002, there is only a lower knockout barrier at 3.

This real deal captured by the pricing page is also shown as an option price colour contour graph shown at the beginning. The horizontal axis is the asset price, while the vertical axis is time, and the top section is the maturity date. Each mesh point shown in this graph represents the state of asset price and future time.  Reditus automatically concentrates meth grid points around the spot and along barriers as can be clearly seen in the graph.  

Graphical Display: 

With Reditus, quantitative analysts can develop unique options models interactively, with the help of graphical displays. Dealers can also easily understand why and how different products are structured and packaged. Dealers will be able to explain the pros and cons of each product graphically to their clients. 

Trading Tool

Reditus is a trading tool with its own batch processing facilities, dealers can immediately use the new models for pricing and trading, through the Reditus pricing page.  
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