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AEHDREwYY Today’s Topics

e =T1)/\7T«47 Thunder Derivatives

BEICEHO T, ENDBEBETETHAEEL-IED
iﬁi’é*ﬁﬁﬁ_%_ﬁnn

— Indemnity for the losses by momentary voltage
drop.

BRELEEET')/\T«17 Typhoon Derivatives
- BREERICLIRIEBEZMET M

— Indemnity for the consequential losses by the
Typhoon
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— Wet air raised by the convection make hail, and it is
electrified by shaking up and down. Positive charge goes up

and negative charge goes down until accumulated to certain
guantity and discharged as thunder.
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o HEICKHBHEBLITIERML,000~2,000EMEHEESN TS,
— Economical loss by thunder is estimated JPY100-200B per yeatr.

o B BERMICEY. ZERITBEEEFOZARDIREA, HiEDERE
FIGHEICNZ . TR I— = IEDT=HD ANEENKEL,
— For telephone/communication company, thunder is the biggest
cause of the communication failure. Economical loss is not only by

the direct property’s damage but also by the personnel expense of
the customer support.

e FERIE BEEBIELETE. BEEEETORESICE
TZEED/EZTWAENH D,

— Semiconductor / precision machine factory suffers the serious

damage by the momentary voltage drop and indirect lightning
stroke.
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B EE R T (BHE) &1
What is Momentary Voltage Drop

o EERIBEIBFICLOTRBINTVSY, ENREREEET HL
BFORBEBENESIN T ZEERNHKIEBENO RMICTHELTLEI. S
NZETITRTIC[E. —BEEXEFZLUEHT(0.07~0.28[HE) . O THERT S
WWENHE, COREEFLEICE>TEENBEBEIIZI0%IFERTTHIE
ZREFEEIETERAS,

— Electric line and steel tower is insulated by the insulator, but when the
thunder hit the electric line directly, the insulator is spoiled for a moment
and electric power flows out to the ground through the steel tower. Power
transmission is stopped for 0.07-0.2 sec. to recover this condition, and this
operation reduces approx. 30% in voltage momentary.

e ABIAHETELRWVEERLA, OVE1—RIZBWTIE/N\YIT7YyTL TV
WTF—42ZzkbhEkY, FEBERRERAKHRZIEIOE. IRPORSETHN
FPRAEGOTLFEI. CO—BETHTAHDERNTLH ELH S,

— This momentary voltage drop causes the loss of data on the computer

system, damages the semiconductor manufacturing machine etc.
Occasionally, the loss becomes JPY 10 million or higher by this moment.
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Z3:0)#4 Observation Network
e PEBENKRASHBROERNEZETHL-E R

Joint development with The Chugoku Electric Power Co., Ltd.
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£3:R|#28 Observation Equipment

o PEMTT (—ERRERE) ICERDHAUBEEE,

— Observation equipments are located at several points in the
Chugoku region.

e BAIRIRICKYBHMA -ERDEILETHIE, T—2EITHEIFIZH
FTT.ERENEINGEEHZITEREIZIFTE,

— “Position”, “Time” and “Electric current” of thunder can be identified
using the changes of electromagnetic and electric field of the three
observation points.
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e Z;8|T1)7 Observation area

e #HIHAME] Period

e WO RSNBIEE 1D EE Definition of the
countable “Thunder”
— BE. BMR10kALLEZXE more than 10kA

o BAIZENEE, A DMV ARAZINEEFZIRTE
Notional amount, Strike, Maximum amount

10
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& B D 7E & Definition

e EVHIESIE Tropical Cyclone
— B -BAHEEEOXNTRERCL>TRLEL. HIRZEHLEL
MREBRREDEREZHFEREEND,
— Generic term for a non-frontal synoptic scale cyclone

originating over tropical or sub-tropical waters with organized
convection and definite cyclonic surface wind circulation.

e =& Typhoon
- BHEKEDSS., FI T EDRKXEZEMNL7.2m/SLL EDHLD
ZzEREND,
— A tropical cyclone with the maximum sustained winds of 34
knots (17.2m/s) or more near the center.

12
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RSMCREFER U F—
The RSMC Tokyo - Typhoon Center

e HRIEKEE(WMO) DWWWIL—LT—H(ZET, S EK[ED D HT O
TG EEZ T D6 DDOMIBIFRIRR U A—DEESN TS, RETDOKRE
FERtUA—IE, AAAKEEEFIB LT LHHETH S,

— The Regional Specialized Meteorological Center (RSMC) Tokyo - Typhoon Center is
one of the six Regional Specialized Meteorological Centers (RSMCs) responsible for
analysis, tracking and forecasting of tropical cyclones within the framework of the
World Weather Watch (WWW) Program of the World Meteorological Organization
(WMO).

o KEFEREVA—IL, ABBXRTFEHIZE 60N
ITHRFEITDFHRZIREL TS, IR
HEINET—2(C(F. HWEME EER TR
A, BRSGEENHD,

— The RSMC Tokyo - Typhoon
Center provides information on tropical
cyclones in the western Nor.th Pacific and /%
the South China Sea including present and EQ h .,.ﬁ

forecast positions, movement and intensity et
of tropical cyclones. 100E

180E

HE: REFR—LR—S 13
*RSMC Tokyo Typhoon Center is operated by Japan Meteorological Agency (JMA).
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e {5l Example

#h &= Place : Fukuoka

ftE A% Method : Number of passage of the center of typhoon in
the defined circle.

* 1% Radius : 100km for weight 1.0, 300km for weight 0.5
#R|1HAR Period : from Aug.1,2005 to Oct.31,2005

R4 Type : Call option

ALZ4% Strike : 0.0

B L% Tick size : JPY 10 mil

B AXX#E Max payout : JPY 70 mil

- N w L 8]
T T T
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T —4 Data
e [IAIRTHRERIT S8R T—3%EH

— Japan Meteorological Agency (JMA) provides the typhoon data.

e (A)EMREEIFEHR “Zenpan Taifu Joho”
— 8B, ERARRICES T, X TILEA LICEIE
— REDH . REFEADT—FELTERT
» Reported promptly.
* Provided on the real time feed network.
 |tis used for the fixing/settlement.

e (B)RNXKSYIT—A “Best Track Data”
— 3~445A1#IZ. Web*¥>*CDROMTLA X

— ERXN)AILT—AIX1951F LUF
 Announced after 3 or 4 months

 Provided on the web site and CDROM.

» Historical data is applicable from 1951
15
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FPrAILEY REEY EFIND ALTHD

[66666 0409 22 0012 0409 0 6 KOMPASL 20041028 -]

UALTAT T U S 19T Tebe UL UL

04071112 002 2 190 1359

gjgmég 88% % ;gg }ggi 66666 0409 22 0012040906 KOMPASU

04071206 002 2 202 1324 _>

04071212 002 2 205 1311 No.9 of 2004 season

04071218 002 2 207 1304 -> KOMPASU - name

04071300 002 2 209 130(

04071306 002 2 210 1295 1006 000

04071312 002 2 207 1274 1004 000

04071318 002 2 205 1254 1000 000

04071400 002 3 209 1243 898 035 00000 0000 20100 0030

| 0720 U080

04071412 002 3 204 121

838;}253 38% g %83 Hg[ 04071400 002 3 209 1243 998 035

04071508 002 3 203 1184 -> -

04071512 002 3 208 1174 July ]j4 2004, 00:00(GMT)

04071518 002 8 211 1164 -> 002 (fixed)

04071600 002 3 213 1154 .

04071608 002 8 220 1149 -> 3 (Tropical Storm)

04071612 002 2 230 114( . .

st 0tt0 56 0013 0 -> 20.9 deg (Latitude), 124.3 deg (Longitude)
E

04072412 002 2 207 151 -> 998 hectopascal

04072418 002 2 215 1507

04072500 002 3 224 150] -> 35 Knot

04072512 002 4 236 1493 985 050 00000 0000 907100 0700
04072518 002 4 244 1487 975 060 90060 0050 20150 0700
04072600 002 b 243 1484 965 070 90070 0070 20180 0150
04072606 002 5 254 1479 955 080 90700 0100 20220 0180 -(| 17
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Risk Analysis
o mAENZLLV = MBEHGAYDEGIFHELL

— Hedge trade is impossible because of the low liquidity in the
market.

o RIRBIBRZIRIDI-VRIRENKRDOLNS

— Actuarial risk analysis is required for the portfolio
management.

e MIEM-FFREINIEHICOVTOTHINBLE
— The following slide will show the geographical and temporal
diversification of the Typhoon derivatives.

18
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Risk Analysis — tHE] Correlations

City

W0 oH oA 44 45 46 47

Sappora

Aomati
harioka

Sendai

Akita

x=1.0

‘ramagata

FLkushima

1,0>x>=0.8

It

Lisunamiya

08>x>=05

hfaehashi

Saitama
Chiba

05>x>=0.2

Tokya

0.2>x>-02

“rokohama

Niigata

-02>=x>05

Toyama
Kanazawa
Fukui

B 05>=x

Koufu

Hagano
Gifll
Shizuoka
MNagaya
Tsu

Ohtsu
Kyotn
Osaka
Kohe
MHara
Iiakayama
Totori
hfatsue
Ckayama
Hiroshima
‘ramaguchi
Tokushima
Takamatsu
hfatsuy arma
Kochi
Fukuoka
Saga
MNagasaki
KLimatmoto
Qita
Miyyazaki
Kagoshima
Maha

05 positive

03 negative

04[ 05 05[ 05
02[02[ 0201
DA 02[01]01
0101 01] 0.1
03[ 04 04]02
03[ 04(04]03
03[ 04[04(03
03[ 04[04(03
01] 02 0.2] 0.1
12 13 14 16
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Risk Analysis - Y24782774 )L Risk Profiles

e YT )LIR—LTA1)A Sample Portfolio

City Latitude Longitude A Porgolio C
Tokyo 35° 417 24”7 139° 45" 36” O O
Shizuoka 34° 58" 30” 138° 24" 12" O
Nagoya 35° 10" 00” 136° 57" 54" O
Osaka 34° 40" 54” 135° 31" 06” O O
Hiroshima 34° 23" 54”7 132° 27" 42" O
Kochi 33° 34" 00” 133° 32" 54" O
Fukuoka 33° 34" 54”7 130° 22" 30” O O O
Nagasaki 32° 44’ 00” 129° 52" 00” O
Kagoshima 31° 33" 12" 130° 32" 48" O O
Okinawa 26° 12" 24" 127° 41" 06" O O
Shanghai 31° 14" 00” 121° 29" 00” O
Taipei 25° 02" 30” 121° 30" 30” O
Kaohsiung 22° 37" 00” 120° 16" 30" O
Manila 14° 35" 00” 120° 59" 30” O
HongKong 22° 16" 30" 114° 10" 00” O

21
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Risk Analysis - Y24782774 )L Risk Profiles
7

o~

aTokyo
a0saka
sFukuoka

aShanghai - aKagoshima

.. aDKkinawa
aTaipei

sHongKong - shsiung

l
aManila
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Risk Analysis - Y24782774 )L Risk Profiles

e 2 J)LERE| Sample Trade
— ¥ 1% Radius : 200km for weight 1.0
— #RIEAR Period : from Jun.1,2006 to Oct.31,2006
— B4 Type : Call option
— AS4 % Strike : 1.0

e BT )LIR—hTA41)A Sample Portfolio
— (A) E—#Bth Single city
— (B) BARERN®10#R™ Ten cities in Japan
— (C) 77D 10%kTH Ten cities in Asia
— Tx KX $L%E Total max payout : JPY 1,000 mil
— JULIF7 LH#%E Total premium : JPY 200 mil

23
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Risk Analysis - Y24782774 )L Risk Profiles

Portfolio Risk Profiles
35% : | | |
i R : =00 = Single city
; | NG EEUICITE —— Ten cities (Japan Only)
30% N\ Ten cities (Asia) :
25% [ | | |
| Maxium Payment = 1000 ¥
> 20% | | | |
c I I I I
q) | | | |
> l l l l
U | | | |
9 | | | |
s | o
N 1 l l l
10% 1 i i i
i ¥ 99% VaR =320 i | 3
5% |- N ¥ 99% VaR =406 moss - == == ==
| W 99% VaR = 779
0% * — 1
0 100 200 300 400 500 600 700 800 900 1,000
Total payment (million JPY)
24
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HYMNESTETLVELSF- Thank you
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B 5% 03-3297-4185

E-mail: gorou.shiina@ms-ins.com

Contact Information
Goro Shiina

Financial Sol. & Dev. Section, Financial Solutions Dept.
Mitsui Sumitomo Insurance Co., Ltd.
Phone:+81-3-3297-4185, Fax:+81-3-3297-6965

E-mail: gorou.shiina@ms-ins.com
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