ENERGY RISK MANAGEMENT & MODELING

Client Situation

= Belgian energy (electricity and gas) retailer

= |nternal needs to a proper assessment of the
market risk associated to the portfolio on a
hourly basis

= |nternal need to develop a hourly price forward
curve for sourcing and sales pricing purposes

= |nternal need to visualize hourly physical and
financial open position

= |nternal need to develop risk metrics and
tolerance limits

Issues

All dummy numbers &
graphs for illustrative
purposes only
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= Data quality and availability
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Development of a full methodology in order to
build the hourly price forward curve for elec and
gas

Computation of the open position (sales —
sourcing) on a hourly basis taking into account
hedge effects between portfolio’s

Development of risk metrics in order to assess
market risk on the P&L : VaR, EaR, stress testing

Close collaboration with client’s teams to really
capture all client’s characteristics and to work on
a complete transparence with an open box
process

Identification of the different seasonal effects
inherent to the energy market and client’s
clients

Training of the associated teams to use and,
extend and improve the tool by their own

Results & Benefits

Improved risks & business comprehension
Globalization of the risk assesment
Creation of a market pricing tool

Ability to extend the model by client’s teams
if business develops
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