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Introduction

David Becker
Director, Risk Solutions

david.becker@fastmarkets.com

+1 (516) 263 4327

fastmarkets.com/products/risk-management

This presentation is a description of a risk solutions consulting 

engagement with Fastmarkets.

The engagement will consist of several consultations and a set of risk

measurement and risk management deliverables.

Our risk solutions services are crafted to help companies strategically 

manage commodity risk using a structured approach.
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Fastmarkets Risk Solutions: What We Do?

Risk Measurement, Hedging, Operations Checklist

Discuss risks

VaR modeling and 

scenario hedging analysis

Evaluate physical exposure and design 

financial solutions

Identify financial products available from 

various market makers and exchanges

Payout diagrams for in-depth 

understanding of payout provided

Interactive hedging education: 

Risk before, during and after

Discuss operational setup - settlements, 

invoicing, compliance, legal, systems, 

accounting
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Hedging Benefits

Enhance predictability of cash flows 

Improved budgetary forecasting

Market share improvements using flexible pricing options

Cost protection from rising input prices
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• Commercial 
Intelligence

• Strategic 
Correspondence

• Management 
communication

• Investor 
Dissemination

Stable Cash 
Flow and 
Earnings

Enhance 
Budget 

Predictability

Procurement 
and Sales 
Flexibility

Competitive 
advantage



Fastmarkets Risk Solutions: Operations Checklist

and Hedging

Decision to Hedge
Brokerage/Banking Accounts 

ISDA/Margin/Collateral

Risk Policy/Compliance/Governance/Process 

Control/System

Hedge is Executed
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Confirmation/Hedge Valuation

Hedge Accounting

Monitoring and Reporting



Scope of work 
and deliverables

Risk Measurement

Hedging

Operations 
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Scope of 
deliverables
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Engagement Initial Consultation

■ Detail how the combination of 
physical and financial purchases can 
benefit commercial operations

■ Discuss physical contracts using an 
index price

■ Describe price risk and the general 
impact on returns

• Discuss the tools used to 
evaluate and mitigate risk

• Futures over-the-counter the 
counter hedging

• The nuances of futures contracts

• Value at Risk (VaR) of 
commodity price risks

• Conditional Value at Risk of 
commodity price risks

• Sharpe Ratio of company returns 
with commodity price risk

■ Describe financial hedging products

• Describe payout

• Discuss the risk management 
process

■ Discuss risk parameters

■ Describe prices that comprise the 
potential greatest risks

■ Discuss the risk mitigation process

■ Detail physical commodity purchases 
and sales

■ Detail deliverables

■ Discuss operations checklist

Initial consultation



Scope of 
deliverables
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Risk Measurement

Risk Measurement Deliverables

■ Value at Risk and cVaR on price exposure

■ VaR with hedges

■ Correlation price exposure

■ Historical and forecast volatility

■ Detail physical commodity purchases and sales exposure

■ Talk about risk in volume and notional terms



Value at Risk

using Fastmarkets’ prices

■ Trading desks and portfolio managers 
commonly use Value at Risk (VAR) 
Analysis to determine outsized risk of loss 
during a defined period

■ Fastmarkets’market-reflective price data 
facilitates:

• An analytical approach to calculate VaR

• The ability to calculate correlations and 
volatilities to run simulation VaR

■ There are several assumptions used to 
calculate a VaR analysis

■ Understand your Expected Shortfall (ES)
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Scope of 
deliverables

Hedging Deliverables

Hedging Deliverables

■ Discuss hedging and actionable 
hedging tools

■ Discuss pricing of potential hedges

■ Describe the role of the Market 
Maker (for OTC transactions and 
discussion of ISDA or confirmations)

■ Examine futures markets

■ Discuss potential ongoing price risk 
management and operational setup

■ Create periodic hedging and risk 
report

Note – Fastmarkets does not recommend particular products or engage in financial promotions. Our service is for information 

purposes only.
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Operations Checklist
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Scope of work 
and deliverables

Operations Checklist

Hedging
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Engagement
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■ Detail the pros and cons of exchange
versus over-the-counter hedging.

■ Facilitate the Setup
brokerage/bank relationship

• Discuss margin

• Discuss collateral

• Discuss ISDA

• Discuss confirmation

• Discuss Settlement

■ Describe risk policy

• Compliance

• Regulatory Framework

• Governance

Scope of 
deliverables

Operation Checklist

■ Introduction to ISDA/Legal

■ Discuss system/technology setup

■ Introduce Hedge Accounting 

Specialists



Disclaimer
All information contained within this document (the “Information”) is provided for reference purposes only. Fastmarkets Risk Solutions does not recommend particular products or engage in Financial Promotions. Our service is for information purposes 

only. Fastmarkets Global Limited (“Fastmarkets”) (or any other members of the Fastmarkets group) is not an investment advisor, a financial advisor or a securities broker.The Informationhas been prepared solely for informational and educational 

purposes and is not intended for trading purposes or to address your particular requirements.The informationprovided is not an offer to buy or sell or a solicitation of an offer to buy or sell any security, commodity, financial product, instrument or other 

investment or to participate in any particular trading strategy. The Information is not intended to be relied upon by users in making (or refraining from making) any specific investment or other decisions. Your investment actions should be solely based 

upon your own decisions and research and appropriate independent advice should be obtained from a suitably qualified independent advisor before making any such decision.

While Fastmarkets endeavours to ensure the accuracy, reliability and completeness of the Information, neither Fastmarkets, nor any of its affiliates makes any warranty or representation, express or implied, or accepts any responsibility or liability for,

the accuracy, completeness, reliability or suitability of the Information for any particular purpose. Fastmarkets accepts no liability whatsoever to any person for any loss or damage arising from any inaccuracy or omission in the Information or from any

consequence, decision, action or non-action based on or in reliance upon the Information.

Distribution, redistribution, reproduction, modification or transmission of the Information in whole or in part, in any form or by any means are strictly prohibited without the prior written permission of Fastmarkets.

© Fastmarkets Global Limited (“Fastmarkets”) 2023.
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