INTERVIEW – Societe General banks on weather market.
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LONDON, Sept 28 (Reuters) - Adverse weather may no longer be a threat to sales and turnover, as new financial instruments could provide businesses with a hedge against increasingly disruptive weather patterns. SocGen the investment banking arm of French bank Societe Generale, which just launched a new weather risk management website, www.SGweather.com, is hoping to develop a liquid market in weather derivatives.

"We're one of the few market makers in weather derivatives, and already have expertise in the sector," said Diego Wauters, global head of SocGen's weather derivatives project, in an interview with Reuters. "And, we are the only bank who is a market maker in weather derivatives," said Wauters.

He said that Societe Generale represents about 80 percent of the emerging European and Asian weather derivatives markets, while in the U.S., the largest market in the field, its competitors Enron, Koch and Utilicorp's Aquila Energy which are mainly energy sector companies, had 80 percent of the market.

"So far we've done about 60 deals with a whole range of companies in the leisure sector, the fast food industry, a ski resort in Nagano in Japan, among others," Wauters said, who added that the market has progressed from one deal a month to between two and three deals a week.

The financial instruments on offer on SocGen's website are swaps, collars and options which provide a type of insurance hedge against weather conditions such as unfavourable temperatures, rainfall, snowfall, windspeed, wave height or a combination of all of these.

HALF OF GLOBAL MARKET IN U.S.

The instruments are based on indices from meteorological datas released by national offices in various countries.

"We buy the data ahead and continuously update it," he said. Societe Generale is targeting a whole range of sectors from agriculture and primary commodities to retail.

Energy companies can hedge against variations in temperatures, while a clothes retail company can protect itself against a drop in sales due to unseasonal weather at the start of each season, and a ski resort could protect itself against lack of snowfall, he said.

Under the deal concluded with Nagano ski resort, the minimum number of skiing days was 15 in a period of two months between December 1 and January 31.

A skiing day meant a day where snow depth was above 10 centimetres.

For every skiing-day below 15, the resort received 10 million yens from

SocGen, up to a total of 150 million.

For skiing days above 15, the resort would then have to pay SocGen a similar amount per day, but that was offset by a rise in sales due to increased skiing potential.

Wauters added that SocGen was able to make the market because the risks were absorbed in the bank's hedge funds, an investment vehicle set-up to provide investors with diversified products.

"The hedge funds have no correlation with other financial markets," said Wauters.

The bank currently manages four hedge funds representing a total of $150 million, said Wauters.

The global market for weather derivatives is estimated at five to seven billion dollars, with half of it in the United States. However, that represents the total notional value of all trades and not the value of primary trades, as the same derivative instrument can change hands several times.

"The Weather Risk Management Association is currently trying to assess the exact value of primary trade for weather derivatives, because no one really knows how much it amounts to," said Wauters.
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