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Report from the Executive Director

As we head into a new year, it’s quite rewarding to look back at the enormous progress that WRMA has made during 2000.  The association now boasts more than 50 members from 10 countries.  And membership continues to grow. Furthermore, WRMA has become the voice of the weather risk industry, thanks to the hard work of the Board and the membership. 


WRMA has accomplished many of its goals during 2000.   Our by-laws were rewritten and accepted by the members, enabling the association to broaden its membership and adding a new associate member voice to the Board.  The association’s website was redesigned with members in mind.  The new site will be updated actively and contains pertinent and useful information for the members. 

This year also saw the development of regional committees that focus on particular concerns in the North American, European and Asian markets.  The North American committee has already established standardized fallback stations and a fallback methodology, and is currently working on standardization of an industry confirmation.   The European committee recently held its second meeting during November in Paris that focused on data and regulation issues.  The meeting provided a forum where attendees could learn about and debate these issues.  In Asia, interest in weather risk management continues to grow, especially in Japan.  The Asian committee is scheduling its first regional meeting in February or March 2001 in Tokyo. 

Our second annual meeting in Bermuda held in June was very successful, bringing members together to discuss issues and trends affecting the industry.  We look forward to the third annual meeting, which will be on June 5-7, 2001 in Bermuda. 

WRMA has become the voice of the weather risk management industry.  This is particularly true in North America where the US Department of Commerce and the National Oceanic and Atmospheric Administration look to WRMA for leadership.  On behalf of the industry, the association expressed the industry’s viewpoint in comments made to the Commodity Futures Trading Commission regarding changes in derivatives regulation.  WRMA’s presence is becoming better known in Europe where the association has been working with the UK’s Financial Services Authority and the UK Met Office to establish industry needs and future requirements. 

The association is also reaching out to colleagues in other trade groups such as the Edison Electric Institute, the Global Association of Risk Professionals and the Power Marketing Association.  Our fellow associations have been grappling with challenges that are similar to ours.  More active liaisons with these associations will benefit our membership. 

On the data front, this year has seen the start of ongoing programs to improve the quality and quantity of data as well as how weather trades are recorded. WRMA will move forward in its plan to have PriceWaterhouseCoopers collect data on trades, which will provide needed benchmarking for the industry.  The association is exploring the development of a protocol for electronic language that can alleviate some of the burdensome paperwork.   

Looking ahead, we see continued good involvement in the association by the members.  The association is only as strong as its members and WRMA is very strong indeed.   Although there have been some shifts at the Board level, there’s solid support from the members to develop standards, to encourage trading liquidity for growth and to educate clients and potential clients about weather risk management. 

WRMA’s members continue to be proud of our mission.  And we aim to keep spreading the word through branding.  Mentioning WRMA in members’ conversations with clients and using the WRMA logo on members’ documents and websites will assist in raising awareness of WRMA.  When clients understand the importance of WRMA’s work, it will enhance their view of member companies and the industry. 

Yes, we’ve done much in the year 2000.  I look forward to our accomplishments for 2001.

--Valerie Cooper

Members Spotlight

The Board of Directors would like to welcome the following companies as new regular and associate members to WRMA:



2001 Annual Meeting Update - Bermuda

The association continues to plan for WRMA’s Annual Meeting to be held June 5-7, 2001 at The Fairmont Southhampton Princess Hotel in Bermuda.  We are pleased to report that the call for topics in the last issue of The WRMA Wire generated a number of excellent topic ideas.  Ideas received so far are:

· A presentation by PriceWaterhouseCoopers on the weather data survey

· Analysts panel – this was a popular panel at the 1999 Annual Meeting and bears repeating

· A presentation on the issues surrounding a standardized electronic language/protocol for the industry

· A presentation on weather hedge funds aka the mutual funds of weather trades

· A traders panel looking at the state of the industry

· A presentation on what a transformer is and how the process works

· A presentation on dual trigger products

· A report on the success of online trading

· An end users panel focusing on end users’ experiences in using new weather products.

WRMA’s Board of Directors continues to gather topics for the sessions and welcomes additional suggestions.  And don’t forget that volunteers are needed to identify and contact speakers, and moderate panels.  Please contact Executive Director Valerie Cooper to volunteer or to submit your ideas for topics and themes for the meeting.
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WRMA launches committee to study standardized electronic protocol 





As the pace of weather trades picks up, the issue of having an efficient system to record weather trades becomes more important. 





Financial markets have already dealt with the best way to electronically deliver and record information on bond and stock trades, remarks Ravi Nathan of Aquila Energy. However, this issue is very new for the weather risk industry. 





To that end, WRMA is creating a committee to study ways to implement a standardized electronic protocol. Such a shared language would enable companies to exchange weather trade information between the front, middle and back offices as well as with other companies. As a result, the amount of paperwork processing would be reduced. “It would make life a lot easier to have a standardized protocol,” Nathan says.





WRMA member Weather Risk Advisory is developing its version of an electronic protocol called WeatherML (see sidebar).  The new committee will study this protocol as well as any others that are being developed by other vendors.





There is some concern that it’s too soon to consider such a protocol due to the moderate volume of weather trades. However, given the lead time needed to develop such a shared language and the fact that some companies currently are doing trades with multiple parties, it will serve the industry well for WRMA to take the lead, and start looking at the issue now. 





The committee is open to any WRMA member who wishes to participate. If you are interested in joining the committee, please contact Valerie Cooper at the WRMA headquarters.  











And the winner is...





Congratulations to Nicholas Ward of Spectron Futures for winning our Name This Newsletter contest! The quarterly newsletter will now be known as The WRMA Wire. Nick will receive a free registration at the 2001 WRMA Annual Convention as his grand prize.  








What is WeatherML?





WeatherML (Weather Mark-up Language) is a standard protocol for weather derivatives deal description data.  It enables efficient electronic processing of weather trades, allowing compatibility between systems, reducing trading costs and operational risks.





WeatherML existence provides increased credibility for the weather derivatives market by signalling to observers that the market is mature enough for standards to emerge.





WeatherML is XML-based and designed to be broadly compatible with other XML data standards initiatives, such as FpML (Financial products Markup Language).  XML-based protocols allow data to be presented in a format that incorporates business terminology and is readable by both computers and people.





WeatherML enables weather derivative systems to communicate seamlessly with each other, both within and across organizations.  It facilitates straight-through processing (StP) interfaces between front, middle and back office systems, as well as with exchange systems, enterprise-wide risk management systems and data warehouses.





The development of WeatherML is a natural consequence of the weather market's growing maturity, as participants are realizing that it is time for common standards to be adopted.  





WeatherML is co-ordinated by Weather Risk Advisory, an independent consulting and software company specializing in weather derivatives.





WeatherML is being developed in conjunction with a group of key organizations in the global weather derivatives market.





A “WeatherML Overview” document, a “WeatherML Data Standard Specification” document, and other information relating to WeatherML is available from the WeatherML website, www.WeatherML.org.








Regular members


AGF


Marc Hannebert


Senior Underwriter


Paris, France


Email: � HYPERLINK mailto:hannebm@agf.fr ��hannebm@agf.fr�


Website: � HYPERLINK http://www.agf.com.fr ��www.agf.com.fr�





BNP Paribas


Denis Autier


Head, Global Risk Solutions


London, England


Email: � HYPERLINK mailto:denis.autier@bnpparibas.com ��denis.autier@bnpparibas.com�


Website:  http://weather.bnpparibas.com





Louis Dreyfus Corp.


Kevin Green


Director, Weather Risk Management


Wilton, Connecticut


Email: � HYPERLINK mailto:grenk@ldcorp.co ��greenk@louisdreyfus.com�


Website: � HYPERLINK http://www.louisdreyfus.com ��www.louisdreyfus.com�





PG& E National Energy Group


Michael Zhuang


Trader


Bethesda, Maryland


Email: � HYPERLINK mailto:Michael.zhnang@reg.pge.com ��Michael.zhuang@neg.pge.com�


Website: � HYPERLINK http://www.neg.pge.com ��www.neg.pge.com�





Rabobank International/


Interpolis Re


Gijs Kloek


Vice President


Tilburg, The Netherlands


Email: � HYPERLINK mailto:tg.kloek@interpolis.nl ��tg.kloek@interpolis.nl�


Website: � HYPERLINK http://www.interpolisre.com ��www.interpolisre.com�





Tokio Marine


 and Fire Insurance Co., Ltd.


Takaaki Tamai


General Manager, Commercial Lines Underwriting


Tokyo, Japan


Email: � HYPERLINK mailto:takaaiki.tamai@tokiomarine.co.jp ��takaaiki.tamai@tokiomarine.co.jp�


Website:  � HYPERLINK http://www.tokiomarine.co.jp ��www.tokiomarine.co.jp�








Associate members


Global Weather Exchange.com


Kasper Walet


Managing Director


Amsterdam, The Netherlands


Email: � HYPERLINK mailto:walet@maycroft.com ��walet@maycroft.com�


Website: underdevelopment





I-Wex Limited


Matt Evans


Senior Analyst


London, England


Email: � HYPERLINK mailto:matt.evans@liffe.com ��matt.evans@liffe.com�


Website: � HYPERLINK http://www.liffe.com ��www.liffe.com�
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European Committee meeting draws large, diverse audience





The European Committee’s November 8 meeting in Paris drew an enthusiastic group of experienced weather risk professionals as well as participants who are new to the industry.  The meeting was held at the Societe Generale offices. 





Of the 100 attendees at the meeting, 80% were from Europe and 20% from the US.  European meteorological bodies were well represented with participants from The U.K. Met Office, Meteo-France, Royal Netherlands Meteorological Institute (KNMI), and the German Meteorological Service according to Valerie Cooper, WRMA’s executive director. 





Many new participants in the weather risk market attended including end users and brokers. The number of banking professionals at the meeting was especially noteworthy, says Philippe Chauvancy, co-chair of the European Committee. BNP Paribas, Royal Bank of Scotland and Hypovereinsbank were represented at the meeting. The entrance of banks into the weather risk market is important since the participation of banks can help boost market liquidity in individual countries as well as Europe as a whole, Chauvancy points out. A number of US market makers made the trip to Paris, which fostered networking opportunities with their European counterparts. 





The agenda featured presentations on the current state of the weather risk market in the US and Europe, a weather data issues panel, and a legal and tax issues panel. Presenters included Chauvancy, Catherine Woolgar of Enron Nordic Energy, and SocGen’s Diego Wauters and Jean Terren.





The meeting successfully generated talk about new approaches and ways to have WRMA take on a proactive role in Europe. Concerns about regulatory issues spurred a number of attendees to make the suggestion that there be representation of the weather industry at the European Union level.  WRMA has already made contact with the NOAA government spokesperson for open and unrestricted data policy internationally, and will keep you apprised of the ongoing dialogue. 
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