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Disclaimer

This document is for discussion and information purposes only. It is highly confidential and it is the property of Natixis. It should not be transmitted to any person other than the 

original addressee(s) without the prior written consent of Natixis. 

This document is a marketing presentation. It does not constitute an independent investment research and has not been prepared in accordance with the legal requirements 

designed to promote the independence of investment research. Accordingly there are no prohibitions on dealing ahead of its dissemination. 

The distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this document are therefore 

required to ensure that they are aware of, and comply with, such restrictions or prohibitions. Neither Natixis, nor any of its affiliates, directors, employees, agents or advisers nor 

any other person accept any liability to anyone in relation to the distribution, possession or delivery of this document in, to or from any jurisdiction. 

This document is communicated to each recipient for information purposes only and does not constitute a personalised recommendation. It is intended for general distribution and 

the products or services described herein do not take into account any specific investment objective, financial situation or particular need of any recipient. It should not be 

construed as an offer or solicitation with respect to the purchase, sale or subscription of any interest or security or as an undertaking by Natixis to complete a transaction subject 

to the terms and conditions described in this document or any other terms and conditions. Any guarantee, funding, interest or currency swap, underwriting or more generally any 

undertaking provided for in this document should be treated as preliminary only and is subject to a formal approval and written confirmation in accordance with Natixisô current 

internal procedures. 

Natixis has neither verified nor independently analysed the information contained in this document. Accordingly, no representation, warranty or undertaking, express or implied, is 

made to recipients as to or in relation to the accuracy or completeness or otherwise of this document or as to the reasonableness of any assumption contained in this document. 

The information contained in this document does not take into account specific tax rules or accounting methods applicable to counterparties, clients or potential clients of Natixis. 

Therefore, Natixis shall not be liable for differences, if any, between its own valuations and those valuations provided by third parties; as such differences may arise as a result of 

the application and implementation of alternative accounting methods, tax rules or valuation models. 

Prices and margins are deemed to be indicative only and are subject to changes at any time depending on, inter alia, market conditions. Past performance and simulations of past 

performance are not a reliable indicator and therefore do not predict future results. The information contained in this document may include results of analyses from a quantitative 

model, which represent potential future events that may or may not be realised, and is not a complete analysis of every material fact representing any product. Information may be 

changed or withdrawn by Natixis at any time without notice. More generally, no responsibility is accepted by Natixis, nor by any of its holding companies, subsidiaries, associated 

undertakings or controlling persons, or any of their respective directors, officers, partners, employees, agents, representatives or advisors as to or in relation to the characteristics 

of this information.

The statements, assumptions and opinions contained in this document may be forward-looking and are therefore subject to risks and uncertainties. Actual results and 

developments may differ materially from those expressed or implied, depending on a variety of factors and accordingly there can be no guarantee of the projected results, 

projections or developments. 

Natixis makes no representation or warranty, expressed or implied, as to the accomplishment of or reasonableness of, nor should any reliance be placed on any projections, 

targets, estimates or forecasts, or on the statements, assumptions and opinions expressed in this document. Nothing in this document should be relied on as a promise or 

guarantee as to the future.

It should not be assumed that the information contained in this document will have been updated subsequent to the date stated on the front page of this document. In addition, the 

delivery of this document does not imply in any way an obligation on anyone to update the information contained herein at any time.

Natixis shall not be liable for any financial loss or any decision taken on the basis of the information contained in this document and Natixis does not hold itself out as providing 

any advice, particularly in relation to investment services. In any event, you should request any internal and/or external advice that you consider necessary or desirable to obtain, 

including any financial, legal, tax or accounting advice, or any other specialist advice, in order to verify in particular that the investment(s) described in this document meets your 

investment objectives and constraints, and to obtain an independent valuation of such investment(s), and the risk factors and rewards.

Natixis is authorised in France by the CECEI as a Bank ïInvestment Services Provider. Natixis is regulated by the AMF in respect of its investment services activities. Natixis is 

subject to the supervision of the French Banking Commission.
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Á Lack of awareness

ÁEducation is key

Á Weather is a corporate risk

ÁWeather exposure might be higher than other risks hedged by the company (FX, interest rateé)

Á No need due to natural hedge

ÁSubsidiaries / local entities may be strongly affected

Á Too much basis risk

ÁDesign of industry-specific or client taylor-made indices

Á Too expensive

ÁCollars / swaps

ÁMulti-year hedges

ÁNo/low claim bonus mechanism

Á No secondary market, no liquidity

ÁExchange-traded futures/options : liquidity VS basis risk

Reasons for not entering into a weather hedge
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Successful weather derivative transaction

Key considerations

Á A quantifiable and significant exposure

ÁTypical eligible business profile : low diversified, seasonal and geographically concentrated activity

ÁMature company : is aware of and has quantified its weather exposure

Á An efficient hedge 

ÁAn in-depth exposure analysis, to be performed in close collaboration with the company

ÁThe design of a tailor-made weather index in order to reduce basis risk to an acceptable level

ÁMatch the companyôs risk management strategy

Á An acceptable cost

ÁOptimal balance between cost and risk transfer

Á A medium term coverage horizon instead of a one-shot hedging approach

Á Good year / bad year : demand for weather hedges evolves from one year to another depending 

on weather conditions
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Example of taylor-made hedge 

Ski resorts / winter related activities

Á Exposure

ÁNot limited to the lack of snow. Wind and heavy snowfall also hinder activity

ÁConcentrated on specific holiday periods

ÁHow to gather reliable and independent weather data ?

Á Solution

ÁParametric loss of revenue protection for Christmas and winter holiday periods 

only

ÁMulti-year hedge

ÁDesign of a specific Non Ski Day index, based on three parameters (snow 

height, wind speed, snowfall)

ÁDaily snow height and snowfall data measured on the basis of Météo-France 

remodeled data for each relevant area and elevation.

ÁWeighted NSD index on the basis of each ski resort specific NSD index 

ÁPossible additional features : 

-Coverage on Christmas holiday period + swaption on winter holiday 

period 

-Low claims bonus
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Á Exposure

ÁSeasonality of sales

ÁBasic exposure : low temperatures in summer in France

ÁAdditional exposure to precipitation ?

Á Index design

ÁSeveral cumulative temperature based indices tested (Tavg, Tmax, CDDé) 

ÁThe addition of a rainfall component improves the efficiency of the index

Index CDD / Tavg Paris Weighted Tmax Weighted Rainfall Combined Tmax / Rainfall

2002-2009 correlation 70-75% 90% -83% 96%

Example of taylor-made hedge 

Utilities

Tmax : 5 stations

Rainfall : 20 stations
2003

2004

2005

2006

2007

2008

R2 = 0.53
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