Webinar

Advanced risk management - softs

Mon 14 February 2022

KY:*S Dycdlrade @



15.10:

15:20

15:30

15.40

Welcome - Craig Haymaker, HedgeStar

The role of data
Ben van der Laan, DycoTrade

Advanced risk metrics
Richard Cornielje, KYOS

Translating data and risk analytics
into earnings performance

Craig Haymaker, HedgeStar
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KY::S

Dycdlrade @



Introduction
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Why advanced risk management?

Tone at the top

- - « Expectations around risk management have
& changed

« Board members and senior leaders are striking a
b / different tone

» Flexible frameworks and process to actively
A o manage risk are necessary

KY::S Dycdlrade @



Strategy and Risk

Senior Leaders Senior Leaders — Responsibility

Board of Directors
» Establishes the risk appetite of the enterprise
* Approves the risk management policy

Senior Management

+ Establish the risk management policy

+ Set strategic goals and approve hedge strategy
« Assign responsibilities for hedge execution

. Rank & File Rank & File - Responsibility
. Treasury / Procurement / Trading
+ Manage metals price risk exposure

=]
‘s e it E = * Adhere to risk management policy
[=] » Execute hedge strategy

od i.I
, T Accounting / Financial Reporting
’ » Enforce compliance to hedge policy
. » Account for hedging program

KY::S Dycdlrade @



Strategy and Risk

Where to begin?

 Articulate what ‘risk’ means to the enterprise
. « Timing, quantity/amount and geography

 Define risk management objective(s)
» Reduce price risk variability e
p— « Mitigate price risk above or below certain levels

By  ldentify hedging strateqgy(ies) “o -
- y hedging gy {?f

* Inventory balances, raw material purchases, sales, etc.

» Select hedging tools
» » Futures, options, swaps, accumulators, etc. @ QQ C8)

KY:iS Dycdlrade (heocesmr



Strategy and Risk

Where to begin? (continued)

» Create policy and assign responsibility
- « Governance
. * Risk limits and sub-limits

* Lines of reporting and approval

» Clearly delineate roles across the enterprise

« Execute strategy and policy

wr * Reporting on hedge performance
N * Risk scorecards
p » Streamline process and accounting
» « Documentation
. _ « Earnings optimization (hedge accounting)

KY:i}S Dycélrade (Geocesmar



Soft Commodities
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Supply Chain

Producers Traders Consumers
f : T : Vo : \
* 4 Coffee D ) §5
k 63 ) (@)oo o
Farming Processing Exporting Importing Roasting Retailers
o
S v i S S

Farming Refining Exporting Importing CPG Retailers &

Manufacturing  Food Service
:

¢ Farming Processing Exporting Importing CPG Retailers &
Manufacturing  Food Service

Cocoa ©—e

Coffee Source: Specialty Coffee Association. SCA Coffee Systems Map. https://sca.coffee/coffee-systems-map

Sugar Source: Sugar Association https://www.sugar.org/sugar/refining-processing & Ceres. https://engagethechain.org/sugarcane. KY;E}S Dycmad e HEDGE STKR

Cocoa Source: International Cocoa Organization https://www.icco.org/ & Ceres. https://engagethechain.org/cocoa



https://sca.coffee/coffee-systems-map
https://www.sugar.org/sugar/refining-processing
https://engagethechain.org/sugarcane
https://www.icco.org/
https://engagethechain.org/cocoa

Risk Orientation

 Pursuit of strategic objectives give rise to risk

 Participants desire to maximize their own utility

o Producers

o Consumers

o Traders

@
- @
@
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IN FOCUS: Traders

« To appease their customers, traders
may offer flexible pricing and

contracting. Customers can choose if o
» Let prices float then sell or purchase at
spot, or

R they wish to.. $
PV * Lock-in the futures prices when they

- . : please. 0 0

g ) « Traders must be comfortable buying . N 0
3 and selling derivatives to hedge their
» position to satisfy customer demand

KY::S Dycdlrade @



IN FOCUS: Traders (continued)

The paradigm is simple when buyers and sellers wish to trade..

o : At the same time @ Zf

. For the same product = 4

_— For the same delivery period [= "
. ) .but this is often not the case.

KY::S Dycdlrade @



IN FOCUS: Traders (continued)

Traders may need to purchase
more product in advance and
hold more in inventory, or hold
less and purchase more at spot
prices all while trying to
determine how much to hedge.

KYi*S Dycdlrade (Geosestar



IN FOCUS: Traders (continued)

« To do this effectively, traders need..

Rl Data on inventory turnover and how their customers may
& " respond to different price environments
(7 o ﬂ""\ A view on where coffee prices may go and potential impact
) @ | to net risk position
L =
‘ e Accounting and cash flow considerations that reflect their
» operational and hedging strategy
A

KY::S Dycdrade Hence Ezrﬂh



The role of data - DycoTrade
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A day in the life of a Trader

DycoTrade Commodity Trade and Risk Management

-~
" - Microsoft ISV
- Multicommodity solution
- Embedded in Microsoft Dynamics 365 ERP
- Cloud solution on Microsoft Azure
rh 4
-

- Dycdlrade



-
Y Vs DycoTrade
< - Look & Feel
o
w

Embedded
PowerBI

Contract
creation

Position
management

Interface to

KYOS advanced
risk management

Dycdlrade



DycoTrade look & fee

Finance and Operations

DycoTrade 365
Demo environment

< February 2022 b3

21 2 23 24 25 2% 27

28

Work items assigned to me ~

Work items will ba displayed here after they are

assigned to you

L Search fora page

-
N

o

DycoTrade Risk
management

’

AL
-

R .

| gt
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Using multiple screens

DycoTrade Risk management

Data Lists

Sales orde ey FaTE Cures
Fosrex exposune CrOKET Pl e aF
duller Led
15 i g
a .1

i
Hige
apemmad
Rapemaal

Mer anm

Garatals

A 34TV d bt ans. ¢

FX0076 : BOOOZ - Avatrade Brokers

Foreign exchange contracts

IDENTIFICATION

ENOOTE

Crested

Foresgn exchange cantract ines

Hadgug Type Dyrmetan
Phigzice Sale

Pirics ohane
F " T

BROWER

Lin

ALLOCATION

580000

DETAILS

Lines

Heades

CURRE

Dycdlrade



Trading dashboard

Finance and Operations

H

Qptions

DycoTrade Trading

Summary

77

Open Purchase
coniracks

16

Customers past
due

79

Oipen Sales

onetracts

0

Dsalvered mob

inwoioed

Actionable contracts

Links

Coroa nof delvenad

Dycdlrade



Trading dashboard

Finance and Operations

Summany

Summary

10

My inasclive
s
coMracts

p=s ] product price

Position management

16

Wy inactes
zales comrecs

Position

Prapthinm pareany

Statistics

75 9406974

Dycdlrade



Trading dashboard

=t

B

¥

Be=
o

Finance and Operations

Find product price Mew

Configure my workspace

L2 Search for a page

Options

!Position management

Position overview

Artikel Positie < Filters

Itern number Contract Code

Total

Variant Code

Position QTY by Month and Product Name

Product Name @ che ®Cocoat & Coffes

Contracts

Mo

nth

Artikel positie

SaSUrE Delivery term

Unit of Measure

Customes

Dycdlrade



Embed 39 party websites

H

Finance and Operations

* REUTERS

World BEasiness Mankeis | Brealdnguiews  Technology  imestigations Aeaye B Ploues

Commaodity Exchange Curmency Expire Last Trade TradeTime Change Open Day's High Day's Low
SUGAR MOS DECE  [EL USD 02M 507 02/ 3500 50230 S07.20 50005
Febaz

Commadity Euchange Currency Expire LastTrade Trade Time Change Open Day's High Day's Low
COFFEE C JOM [[F= s 032¥ 25475 02000 OB:34 2R3 254.5 247.9
Mar22

ARABICS COPPEEC TCE 1Py 02708 17000 02/0218:080 M 8,170 1000 1170
Fabis

| COFFEE MARD IR Lrse 243 2oEes G2/07 2200 29379 25930 3.0

Commaodity Exchange Currency Expire LasiTrade TradeTime Change Open  Day's High Dey's Low

L0008 COMNT US usD 036 2,734.00 D203 D335 ZE67.00 273700 2863.00
Mar2z

W Video  Graphics

MARKETS

STOCKS
SEP = 45715
Do m

FTSE 100 »

Mikkel 225 »

BONDS

USI0YR 4192

DE 10R 0,23

1P 1a¥R « (.71

CURRENCIES

USD / BUR = LE=

USD { GBP = 0,735

UED | Y - TG £800

Dycdlrade



Embed 39 party websites

Finance and Operations

Home
Favorites

Recent

Workspaces

Modules

4

il
¥

L Search for a page

& St

Contract: NG0023
Consignment: SW2101
Origin: PHL
Destination: LON
Departed: 12/9/21
Arrival: 15/9/21
Handler: Maersk

Open in Tradelens
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3¢
®

Purchase contract

Purchase contract

L Search for a page

Purchase

Purchases > 100k -

\_J) Purchase contract
PCO098
PCO099
PCO100
PC0101

PR
PCO102

PCO104
PCO106
PC0O113
PCO114
PCO115
PCO117
PCO135
PCO136

PCO137

Vendor name

Coffee Roasting Company
Testaaja Hanna

Testaaja Hanna

Testaaja Hanna

Pekantesti Pekka

Archer Daniels Midland (ADM)

McGuinness Feeds Ltd

Cargill Inc.

CBC Guangzhou Trading Co Lid

Agricorp
Boston Commaodities Co.

oston Co.

[&5]

Boston Co.

Europe Metal Supply Inc.

Manage

Receive

Item

Coffee Beans

Oat

Wheat

Palm Kernel Qi

AL

Wheat

Wheat

Cu

Invoice

Contract quant...
75,0000
500,0000
S00,0000
100,0000
200,0000
55,0000
29,0000
3.000,0000

3.000,0000

4 R Tal

.000,0000
1.500,0000
500,0000

500,0000

00,0000

General

Unit

mt

mt

mt

mt

Options

Purchase price
437,50
100,00
100,00
195,00

197,00

218.00

[¥5]

A0 N

140,00

226,00

226,00

AP

100,00

ra

713,00

[
=
o]
Ln
&

[
=
]
[
=

Currency
usoD
EUR
EUR

EUR

Approval status
Confirmed
Confirmed
Approved
Confirmed
Confirmed
Confirmed
Confirmed
Approved
Confirmed
Confirmed
Confirmed
Draft
Confirmed

Confirmed

uoIleWIOUI pale|ay

3116 PM

Approvals
WF - USMF - initial

Pending Approvals Completed

Purchase orders
Purchase order: 000044, Acme Offic...
Approve purchase order 000044

Actions Available

Expense reports
Employee: Michael Oakes, 000033

Expense report approval

Actiens Available

Purchase orders
Purchase order: 000138, Electro-Hou...
Approve purchase order 000138

Actiens Available

Timesheets

Dycdlrade



Position management

arch lod & page

- Summany

-
il

Sumimary

50

Py inactes
purthase
confras

.. Position management

LT =
Comracis

51

Iy nactre
sales contracts

Pasition

Posfion creen e

To

0 225300
s - 3
air BETA 1547

hesical

B0 K
18 TH
545,022

Posttion

Prodisct mamber

Postion
s
LA

paE
000

A i

PRLE LA

Links

Sales

Purchase

Back to B
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Embedded PowerBI

Finance and Operations

- producl pnce e rifgure my workspace. Oplion
inl
Y Position management
- Position ceennow
o Product Pasition by product Dycoli‘ade 5" Filters B
= Product positien, value per month Product position Search
Product group name  January 2022 Februsry 2023 March 2022 April 2022 May 2022 June 2022 Totsl
-E 303030 -F10:00 2 AC0L00 B ETOL00 VT3 g
5H1L00 -250.00 YEAR
100 1.075.00 - a0
eredl 10000 S0, GO0, () Gan0d S00.0¢ .
F00.00 TH0.00 -1E0.00 TEo0 116498 :
2500 250.00 Sape BT
2 850,00 480.00 500000 3,125.00 7500 383002 = Sele
-
Purchases and sales -
N
Paulingn by pursdurt Paiiian >

Dycdlrade



Position mana

Finance and UpEr‘Htinhs- Search lod & page

Position management

Position ceennow

Uycﬁﬁ‘aﬂe %" Filers )

Product Position by product

oz Product posithen, value per manth Tkl Preduct positicn
Product name Febraary 2022 Totsl
30000 -B300.00 g
-FEOODD -2 B00.00
S 12500 12500 I
Tatal 1148002 11 480.02 :

Purchases and sales

Dycdlrade



osition mana

Finance and Operations

— #nd pEDdL EFICE vai BElpip=iFlL gy FOIRSDACE Chplacmnes

fnl
Position management
Position ceeraow
£ Product Position by product
= Producl poagitien, value per manth
Product growp name  February 20¢2 Total
= CEC 230000 -8300.00
Faitirg -B.300.00 B 300,00

Sl 17,600.00 17, 60:4.00
R e ]

ISEM000 -

Kietal IJE.IJE 455.02
- Sugas 12500 12500
Tatal -1M,860.02 -11.450.02

Purchases and sales

Pailinon by picsduct

Preduct positicn

D?cmade %" Filters 3]

Dycdlrade



Position Management

Finance and Operations O Search fod & page

Position management

Position owenaow

Product Position by product D?Cmﬂde %Y Filiers )
ey oo i et Preduct positicn
= Sell -17,600.00 -17.600.00
Coffes -1.000.00  -1,000.00 e i
White sugar -16,600.00 -16,600.00 I
= Grains and cen Ewpand ¢ 200,00
= Metal R -485.02
= Sugar o * 125.00
Total Show as a table ,4601‘.}2
ol i .
YEAR
Include iy 30T &
Exclude
Purchases and Drill through ~ » Contracts et
oK Copy " Contracts

Dycdlrade



Position management

Search lor 3

v Position management
-_ 7‘:1:t|r|r. Cra M N

[ @ Contracts Dy‘:made % Filters ]

Contract line Search
Comtract Contrac Posiiontype Prodoct name Productgroup name  Vendors  Customers Positions Productcode  Deelivery date Remaining Remaining physical value
tine rama ] :.l_htypl physical base gty mat PRODUACTNAME

Futuns Wtske sl CEC MEELIC [TREX) | Wi-UFFE 1 20000 AR =300U00 t e
e ngm  CEC S e e e s _
gar CEC 2 WE-LIFFE v P00 Al 4,000.00 A iy
CEL G 5= LIFFE E 4,000.00
Fulupe Whete sugar  CEC T WE-LIFFE 11 A0RE TEO000 AN 4,000:00 s AL BATE
Fuluie it L CEC L] Wa=LIFFE 20X 1200000 AM FOAL 3595074 ke
16,600.00 £ D64 0018

Dycdlrade



Position Management

Finance and Operations arch fod & page

Position management
- % Position owenaow

— Vendor f Customaer Dytmaﬂe % Filters b

i Vendors, Posalien Yalus Cusiomears, Posilion valug x5
- FLE
[ i 2 - i
Mo Ashe ™ : hia ] :
" A ‘v 4
LR - Z
e o L] z &
AMERIC S
Bentiv Asibes i l AR
L )
Pasition value and guantily by product Fosition value by trader
Employoer Al Tatsl
=

31045187
Noe Uan oer Ges 25 52250
Framk ZEraatman 11 80006
LSy wan gar Wi #50.00
flasten Yerhaijis -6 259,00
k& Hopgamakes 16.229.54
teligly, CommanE Lo
Hedile Yedrmar TAS589
Rl Brarass i 210,00
E: Total FOREEIT 94 260064 -63880.00 6133081

Tousl 61.350.81 174275 06

Dycdlrade



Position management

Finance and Operations

Position management
Position owenaow

Vendor / Custormaer

Vendors, Posalien Yalus

Pasition value and guantily by product
Productgroup  Remsaining physical base gty

Remaining physcai vaiue mse

1,665,950.12

Dycdlrade

Cusiomears, Posilion valug

Aok # ot
LRAFREC A o
&
Position value by trader
Employoes (1] Buy Sell Totsl
=
133159 1023134
k Hopdemalis & 67 1 1.521.18
olle Yoarman ) 400,05
Total 1028134 HETAIE 1155300 1735250

% Filiers ]




Position Management

Finance and Op Search for 8 page

asce  Diptions

&
v Position management

D 1) Posifion oreoriew

- Vendor / Custome Dycdlrade

Vendors, Position Yalus Custamers. Position valus

PP W
Timas
AUSTRALIA
W TRAL SN
2200 ke T ACKFIRE 4 It e

Pasgitien value and guaniity by praduct Position valus by irades

PFroducigroup Remaining physical base gty Rernaining physical veluve mst Employees Sefl Toksl
-
Cocha -15000 -48.324 30 Nick Hoedemakenn 25000 250000
0300 sioale e 42750 -427.50

tetmat Total &7T1.50 -G77.50

Total £7758 359,745.30

% Filters

Dycdlrade



Position Management

Finance and Operations

Surmmary
B .

Summary

50

My inBcinee
purchaso
COmiracs

Confsgurs my workspace  Dptions

Position management

Position

Posstion owerlsw

LUE=ttE
CORIFSE

51

Iy mactrea
sales conracts

To.

i ol & padge

Physica

- o
0.0500
4L N

L™
T
4
= 57

Links

Sales

Purchase

Back to Back
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Contract creation

arch lod & page

Pasition

- Summary

Summary

50

Pty IR
purchase
coniracis

e Confagure my workspace.  Oyplions

Commaodity serhange mntats

] - Conf = YL WL
Mews “onfigre my workd

|- Selescantract

Comrmiooity exchangs coniRcS
Sales onder

Purchaze ordar

Pasition

Prsiion Creer iy

[T =15
CoMracis

51 i s

vy nactren
sales condracts

Presduct group

“he

hysical

Buy Uty Sel Oy Ok
145 44 THE
25900 5 T3E DIDD
7 i
ETTIE & O & 1
E. &S0, 00 B3, B0 5
1
013 ansao
335

Pogition
TN

Links

Sales

Purchase

Back 1o Back
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Contract creation

Position management

Sumn iy oSt
P
il
L1 ]
i
LT
L1

Create commadity exchange contracts

General

FDEN TEFRCATION EHOKER
LoTinare s

CXR053

HTH Broker

iy T ——
Trade
DETAILS SETTLEMENT DATE
By
3122022
o eTp
Pricing
FRECE AMOUNT PREMI LM
ire A mcart Premmnm
205000 SOE.S00.00 |
Ui Currenoy Curreniy

OLAMTITY

MARKET FHIHCATION

oK Cancal

Dycdlrade



Contract creation

Finance and Ope

sk Option
Position management
Summary

o Iem groug

-
il

Sumimary Pasition Links

e Sales

Position cvervigw
Product group Buiy Oy Sell Oty ko Position

LT =
CoMracis

Purchase

50

My Inactne Back 1o Back
purchase

cofirss

Iy nactree
£ales COnracTL

4 3 7 7.339.929

Dycdlrade



ontract creation

Position

mManagement

L1

it

Create purchase contract

sque

T all
1-12-2083
vyt el
1-1-2023

item

COMTHACT ITEM

PRODUCT DIMENSIONS

STORAGE DIMENSHONS

CONTRACT QUANTITY

0K Cangal

MARGIN

Dycdlrade



Contract creation

Finance and Up&r‘dtirjns- earch lod & page

— Pew n Purchase comtract  Purchase Mamage  Receive  Invoice General  Optlion
inl 1 Purch contract | My view *
it PC0153 : VO0DOD9 - Viet Delta commodities Lines  Header ::
=
C B
N Purchase contract heades r;
=3 g
Purchase contract lines ;
= 5

Split | Lime= stmtus Matched = =y dats Froon Ta Het armcunt Amound ST
I - Oipeny orglar Bag =R b 1-1-2023 B GH - Tema ML

e Flio = oag f L L 2= - e ML - Rotterdarn For
ri CHe ohiw an Elag =R 00 b 3 |« Tama atterdam Fo

H ke E offes Esans = W5 &5 1 L -4 s M- e L - HOTEE For

5 sty orchr sitten Baai o = 0OGL 000D Ik g 3 Yy Rotéardar Po

=] RN OTFE SagE T { ik akt - lemia L - Ratierdam Porl

Line details

General

ORIOER LINE REFERENLE ELIVERY REFEREMCE STATLS Wielighn coesliiic CALCULAT DN CLOSING

nent Colegoy Faterm ISEOTTES Feguialt Lise= chwhi '-+-.-|; 1
T CrRTITOLATT (5} rd | Opon |
B T2 3948] Cipan ordar FENAMCING COpen

L 1 L IL I + I
Coffes Beans / Coffes Beans | Purchase L Mo
ARRIVAL KIURNAL INTERTOMPANY Poswrwnt: umbiad ity W R— e ’
Coffes Beans Arabica e larcemgarry Grrar & o

=d dote times

Dycdlrade



Learn from today to predict the future

Seamless handover of data
from DycoTrade CTRM to Kyos Advance Risk Management

Uk, AMERICAN bRy ICE CREAM

T

Dycdlrade



Advanced risk management - KYOS
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From DycoTrade to KYOS

Positions “RISK COMES
icti FROM NOT
Logistics ENCWING
Inventory WHAT YOU'RE
- DOING.
Invoicing WARREN BUFFET

Cashflows
MtM for futures/swaps
MtM for all derivatives (incl. option structures)

Stress testing
* prices
« volatility
Value-at-Risk (short term risks)

Cashflow-at-Risk (long term risks)

KY::S



Where does KYOS add value to the chain?

Physical flows
Financial hedges
Price analytics

DycoTrade
contract
data

Cashflow
forecasts
Insight in risks Reporting
Hedge reports
Performance

CPO/CFO

Head of Trading
Head of Risk
Treasury

Enable you to look
forward as ...
hindsight is a
wonderfull thing

KY::S



Visualization of contracts - KYOS analytical platform

Legal entity

Beverage Producer
Beverage Producer
Sugar company
Sugar company
Sugar company
Sugar company
Sugar company
Sugar company
Coffes Trading

Froducer Food

45

Counterparty

Meumann Kafiee Gruppe
Meumann Kaffee Gruppe
ENP Paribas

Market

Commerzbank

Cargill Fin Services

JP Morgan

BMP Paribas

Cargill Fin Services

Mord Zucker

Period

Jan'23 - Dec'23
Jan'23 - Dec'23
Mar'22 - Marz22
Jan'23 - Dec'23
Oct23 - Oct'23
Jul'23 - Jul'23
May'23 - May'23
Mar23 - Mar23
Mar'22 - Marz22

Jan'22 - Dec'22

Commodity
Coffee Arabica

Coffee Arabica
Sugar #11
Sugar #11
Sugar #11
Sugar #11
Sugar #11
Sugar #11
Coffee Arabica

Sugar #11

B/S
Buy
Buy
Sell
Sell
Sell
Sell
Sell
Sell
Buy

Buy

Volume

20,000,000 Lbs
20,000,000 Lbs
-22,045,200 Lbs
-661,386,000 Lbs
-165,346,500 Lbs
-165,346,500 Lbs
-165,346,500 Lbs
-165,346,500 Lbs
1,000,000 Lbs

25,904,285 Lbs

FX
UsSD cent

USD cent

UsSD cent

USD cent

USD cent

USD cent

UsSD cent

USD cent

UsSD cent

USD cent

Price type
phys | fixed | 226.00

phys | future

fin | future | 18.25
phys | indexed

fin | future | 16.25

fin | future | 16.75

fin | future | 17.25

fin | future | 18.25

fin | opfion | 210.00 | C | 365,000

phys | fixed | 19.10

Tr111

KY::S



Base case

e Position of 30 million Lbs Arabica for 2023

« Trader might think prices will go down
« Procurement teams need to source (based upon expected sales)
 Producers would like to secure income

« Unhedged position for 2023

« Head of trading versus a CPO and/or CFO
« Physical and/or financial hedging

46
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Underlying exposures resulting from physical contracts

5M
: H m — -. = -. — H B
-5M
-10M
-15M
Oct '22 Mov '22 Dec '22 Jan'23 Feb 23 Mar '22 Apr'23 May '23 Jun '23 Jul '23 Aug '23 Sep '23 Oct '23 Mow '23 Drac '23
@ Coffee Arabica, Contract, Coffee Arabica, Lbs @ Coffee Arabica, underlying, Coffee Arabica, Lbs
Kyos Enargy Consulting
Contracts
202 2023
Confract comm Contract/Underlying Underlying comm  Unit  Tot Oct Mov Dec Jan Feh Mar Apr May Jun Jul Aug Sep Oct MNov Dec
Coffee Arabica Contract Coffee Arabica Lbs 30,000,000 0 1] 0 3,000,000 2,000,000 2000000 1,000,000 2000000 1500000 2500000 1,000,000 5000000 3000000 3,000,000 4000000
underlying Coffee Arabica Lbs -30,000,000 0 0 0 0 0 -7,000,000 0 -3,000,000 0 -4.000,000 0 -6,000,000 0 0 -10,000,000

Physical contracts leading to a financial “underlying” exposure

47 KY::S



The easy part: “current value”

Cash flow =
- l l - l .
-EM
-7.5M
-10M
-12.5M
Oct '22 Nov '22 Dec '22 Jan 23 Feb '23 Mar '23 Apr'23 May '23 Jun '23 Jul'23 Aug '23 Sep '23 Oct 23 Mov '23 Dec '23
@ Coffee Arabica, USD
Kyos Enargy Consulting
2022 2023
Commodity Currency Tot Ot Moy  Dec Jan Feh Iar Apr May Jun Jul Aug Sep Oct Moy Dec
Coffee Arabic UsD 71,536,000 0 0 7383000 4022000  -4922000 2434000 4368000  -3600000 6,000,000  -2364500  -11,822500  -6.966,000  -5966000  -9,283000
Total UsD -71,536,000 0 0 -7,383,000 -4.922 000 -4.922 000 -2,434 000 -4 868,000 -3,600,000 -5,000,000 -2,364 500 -11,822 500 -5,966,000 -5,966,000 -9, 255,000

$ 71.5 million - AVG price 2023 - $cnts 238 Lbs
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More complex: forecasted cashflows

rrrrr

Price movements of arabica, sugar, aluminium ?

What can happen in 1 day or 10 days or even in 2023 ?

g
e
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Starting point for analytics

- "actual vs history”

Reset selection

Delivery period From delivery date Delivery Type
Month w 2022-03-01| Baseload w

(] March 2022 o

Su Mo Tu We Th Fr Sa

Coffee Arabica - Mar 2022
1 2 4 5
Zoom Im 3m 6&m YTD 1y Al B T B 9 10 1 12
13| 14| 15 7

2 21 22 2 24 35 2

May "19 Jul'13 Sep 13 MNov 1% Jan"20 Mar "20 May 20 Jul"20 Nowv 20 Jan 21 Mar"21

Sep 20

May 21

2023 ?

50

xpotioEce | DEIVery start ~ Price (USD cent / Lbs)
2022-03-01 2559
2022-05-01 255.25
2022-07-01 2536
Export char 2022-09-01 251.95
Aoz zers  reb s zoe 2022-12-01 249
2023-03-01 246.1
2023-05-01 243.4
g 2023-07-01 240
?;‘ 2023-09-01 236.45
m 2023-12-01 2329
2024-03-01 2986
Jul'21 Sap 21 N1 'z 2024-05-01 2253
2024-07-01 221385
2024-09-01 219.75
2024-12-01 218.4

KY::S



;w;ﬁiié}néf,: ﬁﬁf@) fl=) . ;‘mgizﬁoi} ;::T" @ g)
Fr=d’ ,i?ﬁ\/«fsnm;;”"‘“’ ?n-ﬂ &

{1 {j Ezum-x e n—am(“'_> {
} df }n eN, Jq.::D-.—-_:- {/L—M-\/_—l 1 r
(n +r-4 _P er’ij_ e

2 oped ?HEJUL“GE(FL‘{-ZHJ J==" fxn

=

tokol {2 Jounn s fyfog -tot| P

|

L mazx;

' D+0+0 & \g‘ et < T a0
' M

I

|

-i-[b

x} g't}df{“ﬂ f A gn 9= ; JDPL;, o)
' {*T'*E)' {}Ja;{xné‘*} 13 {'T J M_'Ri

- L : {.'.":- H' >(r5
o : V.e M to {J} ), £)
i%} .o Ty Lol Jim L



How to “look forward”

What can happen from today to tomorrow

95 % certainty

-3s -2s -1s M.s=0 1s 2s 3s

Risk method Coffee future Differential

Historical

Parametric Normal

Parametric non-normal

Monte Carlo Path

QRIAR @
QR R X
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Monte Carlo (MC) Simulations

Long horizons (e.g. budget for 2023)
e Tails - non “normal distribution”

« EXposure is complex
multiple commodities
« differentials/spreads

« Volume uncertainty
« Dynamic trading strategies

0 R [
4@%&
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MC Simulations for trading and/or procurement

Realized volatilities Rolling correlations

SimUIaﬁﬂ'n rESUItS Export volalfities to Excel Back lo resulls
Ky 5im 1D 171 Commodities: Coffee Arabica, Sugar 211, Cocoa NY, Coffes Robusta History Length 812
Job g 2450740 Job created at 20020211 0857 13 Vialuation dete 20020208 Job created by KYOS | Richard Cormielpe
Zoom em 1y Al
Getober 2029 Realized correlations of the rolling contracts
® Sugar #11 - USD: 0.20
| @ Cocoa NY - USD- 0.24 F

¢+ Coffee Arabica - USD: 0.31 Correlation M01

@ Coffee Robusta - USD: 0.19

ik Coffee Arabica
>
Coffee Arabica 1.00
—— =< [ ]
-.,___‘___‘_-_‘__-
"“—-—-L__L__H____H Sugar #11 0.20
Cocoa NY 012
Coffee Robusta 0.62
Apr'22 Jul'22 Oct'22 Jan 23
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Translate experience (“gut feeling”) into clear data

350

300

250

200

Prices (USD cents /Lbs)

150

N DA AL 0 DN A PN A D DA SO D
5 s S S s F e FFFF I P IITIT T ITINNNNANIVS SIS I PSS o
e e T e e e T O . e e e S Y 5 S ¥ 5,

B N B Y o o i Y o o Y Y o Y oY o o 0 el ol Y Y b Y o b 0 o b o o i ¥ ¥ ¥ ¥ ¥ ¥ o o Y v oY
AR AR AR AR AR AR A AR AR AR AR AR ADY AR AR AR AT AR AT AR AR AR AR AT AR AR AR AT AR AR AR AR 4D AR AR AR 4D AR ADT AR AR AR AR ADY ADT AR ART AR AR AT AR AR AR AR DTS D
-0~ 95% = 75% - 50% - 25% % 5%
s
i 300
50 % percentile; 254.09 - =
‘ =
5-95 % percentile’ 201.43 - 316.09 }4 200
P 150
14. Feb 21. Feb 28. Feb 7. Mar 14. Mar 21. Mar 28. Mar 4. Apr 11. Apr 18. Apr 2022-04-26
55
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Short term risk calculation: Value-at-Risk

* How to use VaR in practice:

-
- a What can happen with MtM, costs/income in 1 single day with a 95% confidence level ?
or what can happen during your holiday of 10 days without internet, prices and news
~ when you have multiple commodities (sugar, cocoa, aluminium, natgas and coffee)
> « Base case is “30 million Lbs" - current value of “$ 71.5 million” - to be delivered during 2023
R A
L
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Practical usage of a theoretical model

VaR 2022-02-10 (USD)

VaR 20220209 (USD)

Change in VaR (USD)

Total Jan'23 - Dec '23 Total Jan '23 - Dec '23 Total Jan '23 - Dec ‘23
VaR total 2,309,200 2,309,200 2,332,800 2,332,800 23,600 23,600
VaR per commodity Coffee Arabica 2:309,200 2,309,200 2,332,800 2:332,800 1-23.600 1-23.600
VaR per book Hedging Physical 792,960 792,960 801,930 801,930 | -8.970 | -8.970
Hedging Financial 1,516,200 1,516,200 1,530,900 1,530,900 1-14.700 1-14,700
VaR per counterparty JP Morgan 457.640 457 640 462,780 462,780 | 5,140 | -5,140
Golden Bean Trade 235,840 235,840 238,720 238720 1-2.880 1-2.880
Cargill Fin Services 309,820 309,820 313570 313570 1-3,750 1-3.750
Amius 748,750 748,750 754,550 754,550 1 -5,300 1-5,300
Keurig Green Mountain 557,120 557.120 563.210 563.210 | 6,090 | -6,090

*With 95% certainty the change (up or down) will be < $ 2.3 million
Portfolio value ranges between $ 69.2to $ 73.8

57
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Long term risks : Shareholders

« Cashflow-at-Risk (CfaR):

« CFO question two: What can happen with our cashflow

- during 2023 if we do not hedge this position ? How sure are
s we?
. * In practise many clients hedge exposures
» Fully and/or partially hedged
R * Physical and/or financial hedges
» « CfaR should be part of your risk management procedures
*
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If you can't stand the heat, get out of the Ritchen.

(Harry S. Truman)




Unhedged position feels like “bull riding”

Cash-flow at Risk Summary Commeodity Currency 95% at Risk
Commodity Total UsD 41,381,360
15 =
2
3
16 -:
I I |
-200M -T80M -1 50N -140M -120M -1{IM -80M -G ]
Commodity Currency Avg 1% m 10% 90% 95% 99%
Total usD K -?1,535,00ly -136,730,047 \ -112,91 ?,3Bly 99,751,964 -48 522 530 -44 195,852 -37,227,386
\/ \/

60
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Partially hedged position “control the bull”

Hedging instruments:
*Physical price agreements
*Swaps and futures

*Options including accumulators
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Valuation of option structures like accumulators

. = Price Accumulator™ Automatic Contracts:

‘ Rather than settle for the current market price, you can often achieve strategic price j 1x2 Contract
targets by using this unique contracting mechanism to establish your futures

reference pnce_. ;f price_s .go higher, you may sell addl_tlonal bus_h\_als and if prices go j Average Seasonal Price (ASP™)
much lower, pricing activity may stop altogether or trigger a minimum guaranteed
futures reference price.
e W 3 Price Accumulator™
r —_ ADM products and services vary by location.
_J Price Daily”
s SHARE THIs: () ()
I
< &, Download Corn/Bean/Wheat PDF j Price Max™
l, - &, Download Non-Guaranteed Limited Knock-Out PDF
1 j Price Point™

62 KY::S


https://admadvantage.com/grain-contracts/price-accumulator/

Manage a portfolio of multiple OPCO's

© £i —R I

Tactical management Strategic management Central hedging Active risk taking
What Optimization Long term exposer taking / Investments Execute hedge transaction Proprietary trading
Why Favorable markets Securing profit targets Minimize risk Profit making

How Timing and scaling Maintain hedge ratio Based on hedging policy Timing and scaling

« Up-to-date insight in risks and potential cashflows

THE KEY IS NOT
TO PREDICT THE

. . FUTURE, BUT TO
« Uncertainty translated into EUR BE PREPARED FOR

THE FUTURE
¢ Supporting deCiSiOhS PERICLES, 495 - 429 V.CHR

« Consistency & transparancy across commodities
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Translating data and risk analytics into
earnings performance- HedgeStar
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IN FOCUS: Traders (continued)

How have customers behaved historically in down-price and up-price

environments?
[ Bags = Prices

o Anticipating Customer 40,000 Producer Purchases (Bags) vs Arabica Futures (Prices) j‘;g
response to price o0
movements is critical to I :
0) pt| mizing inve Nnto ry . °”°\&”° . & \é&@ \0@@ \MQ \w\ﬂ»\&w\ \y\ \9\ \%»\ &
turnover and margins -
a CCO rd i ngly. 40,000 Consumer Sales (Bags) vs Arabica Futures (Prices) 200

30,000 250
200

20,000 150
NI s
T [ 2

@ S P P & P P @ & P &
P U N G O G i o 0 v 0 0 v
I S S O I S S N
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IN FOCUS: Traders (continued)

Where are coffee prices going?

* Participants buying or selling commodities must have an orientation on market
direction.

* Traders must assess all exposures to identify their current net position:

Physical purchases - | =

fixed and floating lam.u. Inventory
Physical sales - E . .
fixed and floating - Hedging positions

HEDGESTAR



IN FOCUS: Traders (continued)

Where are coffee prices going?

* Forward price curves and price simulations can help inform decision making
around hedge ratios

Graph view of Coffee Robusta (Coffee Robusta) - 2021-12-31

0 rERR

Graph view of Colfee Arabica (Coffee Arablca) - 2021-12-31

HEDGESTAR



IN FOCUS: Traders (continued)

What is the potential impact on my net risk position?

* Price simulations using monte carlo, Value-at-Risk and other stress testing
methods can help.

Forward price simulations (percentiles)

All

50 % percentile: 254.09 w—u

95 % percentile: 201.43 - 316.09

|! 150

asn
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IN FOCUS: Traders (continued)

How to account for operational and hedging strategy?

* Must reflect proper
offset between cash
outflows and inflows,
expenses and
iIncome.

 Answer? Hedge
accounting under
ASC 815/IFRS 9

—  Earnings w/oHA  —— Earnings w/ HA

Earnings history

HEDGESTAR



Questions and Answers
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Contact Detalls

We look forward to supporting you with
the right tools and advice!

. &
&
KY::S Dycdlrade @
_"{ = Richard Cornielje Ben van der Laan Craig Haymaker
cornielje@kyos.com Ben.van.der.l aan@dycotrade.com chaymaker@hedgestar.com
A~ KYOS CCA DycoTrade HGA HedgeStar
Nieuwe Gracht 49 Molenvlietweg 26 6400 Flying Cloud Drive #212
- 2011ND Haarlem 1432 GW Aalsmeer Minneapolis, MN 55344

. The Netherlands The Netherlands USA
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