
Looking at the tailsé
An Analysis of 
Historical Weather 
Extremes in the 
Context of Weather 
Hedging



Or...

ñStuff Happens ò
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First an aside -
Eastern European 

Countries Data 
Availability
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This is 

represents 

our 

ñminimum 

inventoryò 

for eastern 

Europe.

We are 

usually 

able to 

source 

data for 

specific 

sites. 
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Eastern European Countries Data 
Availability



Obtain more dataé  What else is available?

Historical 
Data

¶Global historical data (50+ countries)

Synoptic data for 1000ôs of stations

Climate data for 1,000ôs  stations

¶Weather variables including 

temperature, precipitation, snowfall, 
wind speed, sunshine,é

¶Hourly & daily data available

¶Cleaned (>1000 stations) & raw data

¶Cleaned hourly data

Ongoing 
Feeds

¶Global historical data (50+ countries)

Synoptic data for 3,000+ stations

Climate data for 2,000+ stations

¶Real-time, preliminary, and final 

settlement as released by relevant 
National Met Services

¶Hourly & daily data

¶Cleaned & raw data

Recalibrated 
Data 
Optional Add-On

¶Recalibrated data for 30 locations

Australia, Netherlands, France,

Germany, United Kingdom,

United States

¶Historical Recalibration, real-time web 

updates, monthly reports

The Speedwell SuperPack makes available to the user an unprecedented range of

historical weather data and weather data feeds for a single annual fee. Global Data Coverage
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ñStuff Happensò
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ñStuff Happensò

Why do we want to understand the impact of the ñtailsò?

1) These tail events seem to happen worryingly often

2) There are powerful economic arguments for sharing risk and 

this is predicated on first understanding risk which must include 

extreme events

3) Even if the advice in (2) is ignored, a corporation is in a better 

position to understand its business having gone through the 

analysis process.
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ñStuff Happensò

What are these ñpowerful economic argumentsòé?

Economic development is linked to risk sharing
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ñStuff Happensò

Economic development is linked to risk sharing

Eg.. 

Hunter gatherer                   farming



14

ñStuff Happensò

Economic development is linked to risk sharing

Eg

Hunter gatherer                   farming

Lloyds Coffee House..the insurance market



15

ñStuff Happensò

Economic development is linked to risk sharing

Eg 
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Lloyds Coffee House..the insurance market

The Limited Companyéresponsibility moves from individual to 

group
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ñStuff Happensò

Economic development is linked to risk sharing

Eg 

Hunter gatherer                   farming 

Lloyds Coffee House

The Limited Companyéresponsibility moves from individual to 

group

The process of sharing risk leads to a better understanding of risk

This is because in the process of sharing risk, risk has to be priced

by those inviting participation and by those participating (especially 

19th banking stocks)
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ñStuff Happensò

We tend to be seduced by a fairly narrow idea of what is normal

We tend to under-estimate the probability of extremes

In financial markets Taleb refers to this as ñBlack Swansò

those who fail to learn the lessons of history are doomed to repeat 

it .... George Santayana

"That men do not learn very much from the lessons of history is the 

most important of all the lessons of history." Aldous Huxley

In the context of weather in Europe we tend to think about the last 

40 years as establishing a base line

-the 62-63 winter is almost regarded as an outlier. And yet....



23

Winter 1962 - 63

Winter 1962-63 over north-western Europe was an exceptionally cold and 

prolonged event lasting from late December 1962 until March 1963.

High pressure over northern Europe, 

fed cold east and north-easterly 

winds across Scandinavia, Northern 

Europe and the UK forcing 

temperatures down to around 5 

degrees Celsius below the normal, 

this pattern of weather was sustained 

for a little over two months.  

The cold spell was preceded by an 

arctic cold front crossing from the 

north over Christmas 1962, laying 

down a thick carpet of snow which 

remained until early March

Met Office chart for 0600 26th Dec 1962 
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Winter 1962 - 63

Frozen sea at Herne Bay, Kent

Attribution: Screen Archive South East
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Cold Stuff Still Happens

London 

Heathrow

Monthly 

Average of 

TAvg

Blue = record 

coldest

Red = record 

warmest

No Detrending

BY FAR the 

coldest Nov-

Mar (2nd

coldest 3.45 

1952)  But 

only one 

component 

month sets a 

record

We still get 

records in 

the later part 

of the 20th

century
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Cold Stuff Still Happens

London 

Heathrow

Monthly 

Average of 

TAvg

Blue = coldest 

10%

Red = warmest 

10%

No Detrending

Cold Stuff 

Still 

Happens..

2010

5th Coldest 

Jan 2.08
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Winter 1962 - 63

Decomposing the average winter temperature, rank 10 coldest by 

month. Data from 1950

London - Heathrow coldest winter months

ÅOnly January 1963 ranks as coldest month

ÅColdest months occurring in all decades

Rank November December January February March

1 1952 4.5 1981 1.4 1963 -1.9 1986 -0.5 1962 3.4

2 1985 4.7 1962 1.9 1979 0.6 1956 -0.3 1955 4.1

3 1965 5.3 1963 2.7 1985 1.1 1963 0.4 1970 4.4

4 1993 5.6 1976 2.7 1987 1.3 1969 2.0 1958 4.6

5 1988 5.9 1952 2.8 1959 2.3 1955 2.0 1969 4.6

6 1966 5.9 1968 3.2 1997 2.9 1979 2.1 1987 5.0

7 1956 5.9 1995 3.4 1980 2.9 1991 2.2 1951 5.1

8 1967 6.1 1961 3.5 1955 3.0 1983 2.6 1964 5.1

9 1962 6.2 1969 3.7 1954 3.1 1968 2.9 1996 5.3

10 1973 6.4 1996 3.8 1964 3.1 1954 3.2 1985 5.3

Winter 1962/63

Post 1990

Jan 2010..  

2.10 C

In 2008 at Berlin we presented this sheet.......

To which we would now have to add

January 2010
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Winter 1962 - 63

Main observations:

ÅWinter 1962 ï63 was rather exceptional, not for the depth of cold, 

but more for the length that the cold spell lasted

ÅColder months are relatively common in north-western Europe

ÅVery cold months can occur anytime

ÅCold spells can still occur, in spite of overall global temperature 

rises



How do things look even further back?

Two data sets we could use..Central 
England Temperature (CET) scale from 
1772..with monthly values from 1659

Or Milan Brera Observatory from 1763



Thames Frost Fair, 1683-84, by 

Thomas Wyke

Old London Bridge helped the icing 

up
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Warm Stuff Happened

CET from 1772

Monthly 

Average of 

TAvg

Blue = record 

coldest

Red = record 

warmest

Record Hottest June 1846

Record hottest February 

1779 

Record Hottest May 1833 

Second hottest Feb 1869

Second hottest May 1848

Second hottest June 1826

1772

2010
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Cold Stuff Still Happens

CET from 1772

Monthly 

Average of 

TAvg

Blue = 

coldest 10%

Red = 

warmest 10%

1772

2010
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Quantifying Volcanic Impacts  
using CET

Cold side event risk remains, whatever recent trends, from volcanic activity

Plinian explosions which deliver mass into the higher atmosphere seem to have a 

global impact
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Quantifying Volcanic Impacts

Attribution: http://picasso.ngdc.noaa.gov/paleo/data/eurotemp



Weather Extremes..hot surprises
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Surprisingly Hot Stuff Happens

St Petersburg

Monthly 

Average of 

TAvg

Blue = record 

coldest

Red = record 

warmest

No Detrending

First..the Big 

Picture for St 

Petersburg 

Voejkovo

...the last 110 

years. 
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Surprisingly Hot Stuff happens

St Petersburg

Monthly 

Average of 

TAvg

Blue = record 

coldest

Red = record 

warmest

No Detrending

Now..zooming 

in to the last 

50 years

2010:    24.4.. Hottest July BY FAR

Second 

hottest is 

2.1C cooler 

!!!!



Hypothetical example...

How could a July St Petersburg average 
temperature hedge have been priced in 
2009?

Lets choose an Average temperature call 
option ..lets start with a 20 Call




