on the scree

MAGC to the futures

Andrew Webb tries out a low-budget, but

effective, means of containing risk —

Margin Account Calculator

hen it comes to
tracking margin
requirements and
keeping a handle
on risk, banks, brokers and
other larger  derivatives
market participants are usu-
ally spoilt for choice.
However, at the other end of
the market, it’s a very differ-
ent story. Unlike their equity
trading counterparts, smaller
derivatives traders looking for
something with which to
monitor their performance
and margin requirements
have hitherto faced some-
thing of a challenge in finding
a suitable tool. It was pre-
cisely this gap that inspired
independent trader Ian Brant
to start developing his own
solution in 1996. Because he
was unable to find anything
with the requisite functional-
ity at an affordable price for
futures and options on
futures, he produced a set of
Excel spreadsheets that he
named MAC  (Margin
Account Calculator), which
he has recently started selling
as a commercial product.
The MAC workbook
opens by default in the main
screen which, as well as
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detailing both open and
closed trades, provides a sum-
mary of your account situa-
tion at the top right of the
screen (see Figure 1).

If the funds in your
account drop below the level
necessary to maintain your
current open positions, the
‘Margin  Available’ label
turns into a red ‘Margin Call’
label, while the figure in the
‘Funds Available’ cell dis-
plays the top-up margin nec-
essary to bring your account
back to the necessary mini-
mum. A series of function
buttons in the main screen
allows you to alter the way in
which your current position
is displayed - the choices
include Gross P&L, Net P&L,
points per contract or points
per trade.

Though MAC was origi-
nally designed as an end-of-
day product for position
traders, because it is Excel-
based I found that it was per-
fectly happy to accept a
DDE link from a live data-
feed in the ‘Closing Price’
column (see the Excel
Formula Bar in Figure 1),
giving me real-time position
and margin information.

MAC comes with a selec-
tion of screen resolution set-
tings to ensure that it dis-
plays properly on your
screen. Some of the pro-
gram’s functions are per-
formed in separate work-
sheets, but several are actu-
ally performed on the main
worksheet, with MAC auto-
matically scrolling left and
right to show the relevant
information. Hence the need
for a resolution setting — for
example, if you deliberately
set the resolution incorrectly
at too low a resolution, you
end up seeing half the
Statement Check window
alongside the main window.

Since it was originally
conceived as a product for
supporting position, rather
than day, trading, MAC nor-
mally reads the market data
necessary to update your
accounts from static data
files. It can handle several dif-
ferent end-of-day data for-
mats from various sources
including plain text ASCII as
exported by the Omega
Research Downloader,
Pinnacle and BriteFutures
data, and ASCII files from
Bohl Minot or Jack Carl.
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I
Additional
functionality
includes the
ability to
automatically
create stop-loss
orders for any
newly opened
position
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Though I became used to
it after a while, initially I
found navigation within
MAC less than straightfor-
ward. The main screen has a
mass of identically formatted
command buttons, some of
which open different work-
sheets, while some perform
functions within the main
window. Though this isn’t
particularly intuitive, it is not
an insuperable problem, espe-
cially since every screen in
MAC includes a ‘Home’
button that will return you to
the main window.

Trade details can be
entered directly into the main
screen, but it makes more
sense to do so via the ‘Orders
Screen’ as you then have
access to additional function-
ality, which includes the abil-
ity to automatically create
stop-loss orders for any newly
opened position. To prevent
the screen becoming clut-
tered, three delete buttons are

Figure 1. MAC main screen

provided, which allow you to
remove a selected row, any
filled orders, and any old
‘good for the day’ orders. By
the same token, a command
button is provided for adding
new rows. (Since the cells
contain multiple hidden for-
mulae this is by design the
only way to add rows, and in
fact MAC automatically dis-
ables most of the items on
Excel’s ‘Insert’ menu.)

Assets and withdrawals

Adding or withdrawing funds
from your brokerage account
is, unsurprisingly, done in a
‘Deposits and Withdrawals’
window. There are a couple
of nice touches here. MAC
assumes that you will open a
separate workbook for each
currency account you hold
with your broker, but if you
want to see the balance in
sterling (or any other currency
for that matter) you simply
enter a conversion factor in a

cell at the top of the window.
As the cell obviously already
contains a formula, this con-
version factor can only be a
simple numeric input - so
sadly there’s no chance of
being a poseur and adding a
DDE link for real-time cur-
rency conversion. On the
other hand, the raw account
value displayed in the
‘Deposits and Withdrawals’
window will update in real
time if you are using a live
DDE link in the main screen.

The ‘Open Positions’
window provides a calculation
of current funds at risk on
open positions. In doing this it
will take into account any stop-
loss orders you have already
entered with respect to those
open positions. (The obvious
caveat when looking at the cal-
culated open risk figures in this
window is that they make the
assumption that it will be pos-
sible to execute your stop-loss
order anywhere near the price
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you enter.) If you wish to add
stop-loss orders, you can do so
from within the window, with-
out having to go back to the
Orders Screen. Even if you
only use ‘mental’ stop-losses, it
is worth entering them here,
otherwise MAC assumes a
worst-case scenario, which pre-
dictably leads to some rather
alarming open risk numbers. A
graphical display of the current
situation is also provided in
the form of a temperature
gauge (see Figure 2), which can
be expanded to a full screen
display.

A separate window pro-
vides risk/reward ratios for
individual positions as well as
an average figure either for all
open and closed positions, or
for just closed positions. If
you feel that your brokers
could be doing a better job,
you can compile the data
with which to browbeat them
in the slippage window. Apart
from individual statistics for
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Figure 2. Temperature gauge — stay cool

each trade, average slippage
figures are also available cate-
gorised on an opening, clos-
ing, per trade, and per con-
tract basis. To further harass
your broker there’s also a
statement check window to
help you pick up on any
discrepancies.

Accuracy

Making accurate margin cal-
culations is obviously depen-
dent on accurate raw data, so
there’s a separate window
where you can update and
add contract details. Though
MAC can cope perfectly hap-
pily with a mixture of futures
and options trades, it doesn’t
include any margin conces-
sion rules for spreads or recog-
nised option  strategies.
However, if you are using real-
time data (and therefore don’t
need your symbols to tally
with those in a historic data
file) you can get around this
fairly easily. This is done by
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creating a synthetic spread or
strategy contract in the con-
tract specification window
and entering the appropriate
margin concession figure so
that MAC’s calculated output
is realistic. If you don’t do
this, you'll find (for example)
that MAC will assume full
opening margin on all legs of
trade as if they were all com-
pletely independent positions.

Apart from the minor
navigational issues already
mentioned, there is very little
to find fault with in MAC.
On a cost/reward basis there’s
nothing to find fault with, as
the price tag is very low -
£39.95 or $69.95. The lag
inherent in recalculating a
large number of Excel cell for-
mulae may make MAC
unsuitable for hyperactive
traders who open and close
hundreds of positions per
week, but for most indepen-
dent traders it’s an outright
winner. O
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Making accurate
margin
calculations is
ohviously
dependent on
accurate raw
data, so there’s a
separate window
where you can
update and add
contract details

Margin Account Calculator is
available from: lan Brant, 599

Dewsbury Road, Leeds LS11 5LE
E-mail: ibrant@globalnet.co.uk
Web: www.marginaccountcalc.com
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