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Introducing myself

Former Academic and Rocket Scientist
(Cambridge and US Office of Naval Research)

Former Derivatives Quant
‘Proven risk management’ - a Quant’s view

Go away from the City on a cloudless night
Look up at the sky

Contains 1019 stars
$70 for each star
Risk management problem solved
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Introducing Brady Plc

Commodity Software solutions

Integrating trading, risk, operations, logistics
53 clients worldwide and over 800 users
System of choice for Market professionals

50% of LME ring-dealing companies use a Brady
solution

System of choice for metal Producers &
Fabricators

50% of revenue
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Some challenges in Metals

Market professionals
LME is going electronic (SMART, SELECT)
Enables new volume-based business models
Paper-based systems no longer adequate

“For every two new customers, | need to hire an extra back-
office person”

Producers
Industry re-structuring to a global scale
Stand-alone systems not integrated
Logistics tied in with risk management
“I have $500M worth of metal ....
.. somewhere around the world”
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RIS

Large percentage of value is raw material
Need to hedge



Challenge 1

Regulation and Accounting
standards
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Specific standards framework

Internal
compliance

Best practice risk
management

4 BRADY



Common objective: don’t inadvertently have
exposure to the hedge instrument

IAS adds specific tests:

Many to many linkages of hedge to physical
transactions

Ability to designate & de-designate hedges

Hedge gains and loss report for IAS 39
compliant reporting




All transactions captured at source with
comprehensive audit trail

Ability to trace all reported figures back to
source within the application

Elimination of spreadsheets & other ad hoc
systems

Comprehensive reporting tools to support
regulatory requirements




Challenge 2
Operational Risk
“Doing More with Less”
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Disparate data sources
Spreadsheets
Databases

Inefficient processes
Potential to streamline

L
.
-

Over-reliance on key personnel

Data entered into multiple systems
Risk of errors
Inefficient use of time
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Similar to risk for money
Track daily/monthly/yearly P&L changes
Stress testing
Counterparty exposure

VaR etc.
But add delivery issues

Location, quantities, dates not fungible
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y P&L

BRADYCSS Console - Citrix Presentation Server Client

| X[ B R | |

= ) Desls

@S 248 Cash Balances [PLBLIC)

3% AA4 PAL (PUBLIC)

&® Accenture MTM [FUBLIC)

i,f foceribme MTM - after day Trading [PLEBLIC)

@ Accenture MTH - after day] Trading - extemal only [PL
@® Accenture MTH - after dagl Trading - internal onle (PL

@® Accenture MTM - before Tradng [FUBLIC)
[@" vaR - Copper <ALL» [FUBLIC)
@&" vaR - Copper Hedges (PUBLIC)

- Copper Fhypsacals (FLUEBLIC)
- EDF [PUBLIC)

-EDF AH [PUELIC)

- EDF CA [FUBLIC)

- EDF HEG [FUBLIC)

- EDF MI [PUBLIC)

- EDF PR [PUBLIC)

- EDF SN [PUBLIC)

-EDF 2N [PUBLIC)

«MTH (S SADM)

Emp 2 DA [SvSADM)

Emp 3 Fulfllment [SYSADM)
Emp: 21 Trades [S55ADM)

A% -Empe A1 Trades 2 [SYSADM)

i_'- ﬁ-ﬁ = |
Date 'Eetl.ngﬁ.[tulm
Reval T Reval 11 PaL
Fofiho [Total [Total] [Total
1 [51000 24382963333 6471658077 4491558968
2 |ACCENTURE
3 _|AGRICULTURALS 4470684410 18857683511 1998417113
4_|axM DEFALLT 129,024.62 129,024 62 0,00
5 |aL-29:08 22077174548 16508704898 -55,584.696.51
B |ALUMIMNILIM 10957 346 38 4389505825 120599 609,16
7 |ALUMINIUM &VG 98.674.52 352328 95.151.24
8 |&LUMINIUM PHYSICALS B2 894 30092 AD93Z2E93 35 26706 340 43
g JALUMINIUM TRADIMG 1187686718 10EE3E1 718 1.187. 250,00
10_| BACKZBACK 625.00 £25.00 0.00
11_|BALaTE 6401011002 10264416071  -62.076.998.79
12_|CALYOM - DISCRETIONARY  -1.080.452428.87 110828356512  27.831,156.25
13 | COAL 1.730,00
14 |COMCENTRATES 7.363.5959.53
15_| COPFER 12256793248 11830121521 400839635
16 _|COPPER [SALES DESK) 29677391282 16556639382 15312546.00
17_| COPFER 2 667476306  BEYSEES95 379790979
18 | COPPER ANY
19 |COPFER A\VG 1,237,696 45 41 9313 1.195,953.32
20 |COPFER COMNCEMTRATES 14 508 5592 22 SEE53313 15575.125.41
21 |COPFER COMCENTRATES MO 2 41,314 202 42 41 59685 32 345 43330
22 |COPPER COMCENTRATES HO 3 1ES 87380015 B2 586 07037 103233 72373
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18-k ar-20039
138-Feb-2003
21 -lan-2003
17-Dec-2008
13-Mow-2008
15-0ct-2002
17-5ep-2003
20-Aag-20058
O5-Aug-2008

16-Jul-2003
Q=-dul-2003

tornnes
[T atal]

1.200.00
1.200.00
1.200.00
1.200.00
1.200.00
1.200.00
2.200.00
1.300.00

400.00
1.300.00

200,00

Fet Farnsard wWalue

[T atal]

29 .632.01
24 57629
13.464.58
12.07°4.93
A3 22
1.573 57

1.8583.434 52

-5.649. 86
505,444 63

-144 . 423056

16.051.12
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Position Revaluation

Fortfolio = L LIFAIFITL)FA — I
bl orkb B =wal Delka S Delka F Oelta Futk | Garmma ol =T=r | Theta| Ic
[T otal] [T otal] [T otal] [T otal] [Totall]| [T okal]) [Totall] [C

il k-2 005 -2a0 400,00 -B50.00 -B50.00 -B50.00 o0 o.oo -2E.20

= D ec-200%5 -ES0. 000,00 -1 000,00 -1 000,00 -1.000.00 o0 o.oo -S5. 00

= Jdan-Z00E -445 2F5S 00 -E2Z5.00 -E2Z5.00 -E25.00 o0 o.oo R =1= =Y

4 Feb-Z2005 551 . 27F5.00 -1 12500 -1 12500 -1.125 .00 o0 o.oo -e2. 9=

L= FA mr-2006 -1.3281 375 00 1. 62500 1. 62500 1. 62500 o0 o.oo 17267

=] Apr-2005 -1 124 500,00 -1 12500 -1 12500 112500 o0 o.oo -140.565

ra kA @p-2006 A40.000.00 VSO0 VSO0 =500 o0 o.oo [=uln]

= Jun-2008 128 481 022285 94 275 .00 94 275 .00 a4 275 00 oo o.oo 1583294

b= | Jdul-Z2006 -4 005 750,00 =231 2500 =231 2500 =231 25 00 o0 o.oo -5 50072
a0 Loag-2Z2006s -2E.Be2. 275 00 2225000 Z22.250.00 Z2Z.250.00 o0 o.oo -4 B0F7 20
11 Sep-2006 -2.a74 275 00 =2.500.00 =2.500.00 =2.500.00 o0 o.oo -495. 20
1= O ce-2006 -3 A1 Z e25 00 =25 25000 =25 25000 2525000 o0 o.oo -4 B39 .20
1= Floes-2006 -2V A0 225 00 25 2000 25 2000 252000 o0 o.oo -4 53232 29
14 D ec-2006 -35.0934 07 F. .01 =51 2000 3512000 =51 2000 o0 o.oo -4 . FE1.76
15 Jdan-2007 -2. 220 40000 Z0.550.00 Z0.550.00 20.550.00 o0 o.oo -1.027.585
15 Feb-Z2007 -41 Bl 6.S00.00 S4_ 00000 S4 . 00000 S4_ 00000 o0 o.oo -5o202.06
i FA mr-200°7 -2 353 84375 56 .550.00 56 .550.00 S5E_ 550 00 o0 o.oo -5 294 23
1= Spr-200°7 -2E.2EE . SO00.00 29.000.00 29.000.00 29.000.00 o0 o.oo -4 E0= =21
19 kA G@p-2007 -4 045 . SO0.00 SZ2.500.00 S22 .500.00 S22 50000 o0 o.oo -5 3051
=0 Jdun-2007 -4 54 00000 27 75000 27 75000 27 . Fs0.00 o0 o.oo -521.75
=1 Jdul-2007 -4 W52 500,00 22 25000 22 25000 22 25000 o0 o.oo -594. 06
=22 Sg-2007 -4 S53 000,00 23,375 00 23,375 00 23 .37F5.00 o0 o.oo -BOG. &3
== S ep-2007 -4.791 Z50.00 22 E25.00 22 E25.00 22 B25.00 o0 o.oo -5z .91
== O cr-2007 -4 545 734 35 23 B50.00 23 B50.00 23 B50.00 o0 o.oo -5E0.72
=5 o -200°7 -S.009. 9470 .25 2910047 2910000 Z9.100.00 o0 o.oo -F22.04
=5 D ec-2007 -14 4971 275 00 25 950.00 25 950.00 25 950.00 o0 o.oo 121142
= Jdan-2Z00s -126. 454 .35 -1 175 .00 -1 175 00 -1 17500 o0 o.oo -=24 56
== Feb-Z200=2 1. 571 259 .22 Z.EVS. OO Z.EVS. OO Z.EVE. OO -0.0 o.oo == |
=23 kA ar-=200s 1. 215 766 .65 51 ._75S0.00 51 ._75S0.00 51 ._75S0.00 o0 o.oo 151 .97
=0 Sapr-2002 -EE.112.22 27510 27500 Fr2EZ o0 o.oo Rr= e =1
=1 bA Gp-2002 24 919855132 -128.2239.593 17562500 17417638 o0 o.o0 10514 .93
== Jdum-2Z00s -S398. 7743 431 .33 S550.00 5435 45 o0 o.oo -49. 37
== Jdul-200z 122,925 55 -91 .50 -175.00 171 .59 o0 o.oo 15 27
=4 Sog-2005 =201 02191 -291 .65 -3V5.00 -3EV.S0 o0 o.oo 2513
=5 Sep-200= 200227 .23 -290.51 -2F5.00 -2EE.1E o0 o.oo Z25.04
=5 O cr-20058 200,514 28 -289.05 -3V5.00 -364.75 o0 o.oo 25 .09
37 o -2005 1939 . 64= 66 -257V. .66 -3V5.00 -352.933 o0 o.oo =24 35

== D ec-2003=
=9 Jdan-Z20039
A0 Feb-=003
A1 FA mr-2003
a2 22105 520 .50 9.095. 75 9.095. 75 9.095. 75 oo o.oo -4z 505.50
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LME Market Card

Commodity; =5M | Square Card Total Position: 73465 Data: Current
Exchange: <ALL: | U nits: metnic tonnes
Forward Pozition Daly Breakdown
Start D ate By, Cumulative Tul-0% Tul-0% Tul-0% Aug-08 | Aug0f | Aug-0E S
Day | MetPos | MetPos | CurmPos | Day | NetFos | NetPo: | CunPoz | Day | M
Farward b awiraiLm 1 1 2,596,500 3596500 1 4346500 1
2 2 359650 2 4346500 2
3 3 359650 3 434650 3
End Date b Inirnuam 4 4 259650 4 434650) 4
5 5 359650 5 434650( 5
B E 3,296,510 E 4 34650 E
Forward Tatal Long 7 7 359650 7 474650) 7
7E96.5 g a 359650 & 434R.50| B
9 3 KRR ] T T )
Average Total Shart w | 1 359650) 10 424650 10
350 1 1 359650 1 4346500 11
: 12 12 9650 13 43463500 12
Spread Total Curnulative Tz | = as9650| 13 434650 13
3465 14 14 3596500 14 434650 14
Stock 15 15 3596500 15 4346500 15
13 15 1,100.00 4696.50| 16 434650 16
Amount i7 17 0000 459650) 17 434650 17
R9E.5000 Cloze | e 0000 449650) 12 44650) 18
19 19 449650 19 4346500 19
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