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DISCLAIMER

COMMODITY INTEREST TRADING INVOLVES RISK AND, THEREFORE, IS NOT APPROPRIATE FOR ALL PERSONS; FAILURE TO MANAGE COMMERCIAL RISK
BY ENGAGING IN SOME FORM OF HEDGING ALSO INVOLVES RISK. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. THERE IS
NO GUARANTEE THAT HEDGE PROGRAM OBIJECTIVES WILL BE ACHIEVED. NO REPRESENTATION IS BEING MADE THAT ANY CLIENT WILL OR IS LIKELY TO
ACHIEVE HEDGE PROFITS SIMILAR TO THOSE DISCUSSED IN THIS PRESENTATION. NEITHER THIS TRADING ADVISOR NOR ANY OF ITS TRADING
PRINCIPALS OFFER A TRADING PROGRAM TO CLIENTS, NOR DO THEY PROPOSE GUIDING OR DIRECTING A COMMODITY INTEREST ACCOUNT FOR ANY
CLIENT BASED ON ANY SUCH TRADING PROGRAM.

THIS PRESENTATION IS NOT REQUIRED TO BE, AND HAS NOT BEEN, FILED WITH THE COMMISSION. THE COMMODITY FUTURES TRADING COMMISSION
DOES NOT PASS UPON THE ADEQUACY OR ACCURACY OF THIS COMMODITY TRADING ADVISOR DISCLOSURE. CONSEQUENTLY, THE COMMODITY
FUTURES TRADING COMMISSION HAS NOT REVIEWED OR APPROVED THIS PRESENTATION.
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Technology and Expertise for Hedging

“¥ The Industry Leader

300+

Entities

7,000,000+
BOE/d

40+

Counterparties

90%+

Retention

90,000+

Hedges Executed in 2020

For Commodities and Rates

= & 7] e 3 B e % S

Crude Oil  Natural Gas NGLs Agriculture Refined Metals  Interest Rates  Foreign

Products Exchange

Your needs are unique. Our solutions adapt.

Market Analytics

Exclusive insights on the factors driving commodity price and rate volatility.

Cloud CTRM

Modern software to store, value, and manage your commodity and rate positions. Full-service support from the AEGIS team when needed.

Risk Analytics
Understand and impact your financial risk via patented scenario modeling. Proprietary models to enable data-driven management of your financial

exposures.

Hedge Advisory

Tailored hedge strategy development and recommendations with efficient execution upon your approval.

Swap Execution Facility (SEF) Coming Fall 2021

CFTC-approved compliant marketplace for CTAs, financial counterparties, and commercial end-users to negotiate and execute swaps.
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Technology and Expertise for Hedging

“¥ Price Risk Management

WTI Futures: Risked Forward Prices
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Technology and Expertise for Hedging

“¥ Price Risk Management

WTI Futures: Risked Forward Prices, If 50% Hedged
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Technology and Expertise for Hedging

“¥ The Industry needs a hedging methodology that
Is:

Optimized

Hedges the minimum to achieve financial goals

Objective . _ o
Does not require a price forecast or opinion

Prescriptive _ _ .
Recommends action to achieve a chosen metric

Defensible

Based on well-known standards
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¥ Tools of the Trade

Three Most Popular Hedging Tools:
Swaps (on Futures); Put Options; Collars

$90
Simple Swap.

$80 Lock in the price.

§70
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) Collars or Fences.
2 $40 Subsidize your
o protection by

sacrificing access
$30 to high prices.
$20 Create a “floor” by purchasing
a put option.
Put options have a cost, like
$10 “insurance.”
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“¥ Risk Management — AEGIS Benchmarks

Producer Hedge Activity Slowed in Last Four Months
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“¥ Risk Management — AEGIS Benchmarks

Producers Switched Hedges to Upside-Friendly Structures as Price Crossed $60
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“¥ Risk Management — Forward Markets

Futures or swaps markets:

¥ Buyers and sellers negotiating price
“¥ Only one price per tenor

¥ A two-dimensional curve

Options markets:

¥ Buyers and sellers negotiating probabilities
¥ For multiple prices at every tenor

“¥ A three-dimensional surface
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Technology and Expertise for Hedging

“¥ Risk Management — Forward Markets

CL Prompt-Month Averages and Historical Forward Curve Snapshots
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Technology and Expertise for Hedging

“¥ Risk Management — Options Basics

Strike Price

How much does
an option cost?
What can we Risk-Free Rate Time to Expiry
learn about the
oil market from
that options
price
(premium)?

Options
Premium

On August 11, a $55 put for September 2022 had a premium of
S4.55 when the underlying price (reference swap) was $63.73.
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“¥ Risk Management — Forward Markets
£ Option market “Implied
£ Buyers of high- Volatility” tells us:
8 price
probabilities .
ﬁgfoﬂi”ng 1 The market’s expectation of the
P [N NN W AN range of prices.
Price Buyers bidding
price higher T .
The market’s probability of

Buyers of low-
price
probabilities

reaching any specific price.
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¥ Market-Implied Volatility: Does it Work?

Market-Implied Risk Outcomes, WTI CMA Forward Prices
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Technology and Expertise for Hedging

“¥ Which should a producer hedge?

Let’s pick the hedges that offer the most
protection, but at least “cost” to the

organization. » ‘
Pentane

To place the ideal hedges, we need to know:

Products — Your price exposures
Volumes - Impact on revenue

Correlations - Diversification effect “

Volatilities - Potential for price to harm or help

Tenors — Timing of risk

Portfolio — Hedges already in place ‘

Interest

Gas
Basis

Rates
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Technology and Expertise for Hedging

“¥ Risk Management — Hedge Selection

“Cost” of the hedge

@ c%@

There are hundreds of hedging
“trades” choices for a typical

producer.

Not all are efficient reducers of
your specific risk.

Combine all your exposures
with all hedging structures -

A “universe” of your hedging
choices

Amount of Price Risk Eliminated




TAEGI
DG

H E I NG

Technology and Expertise for Hedging

“¥ Risk Management — Hedge Selection

\Product A+B+C

Product A

T Product B

Amount of Risk Statistically Removed

Product C

Quantity Hedged
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Technology and Expertise for Hedging

“¥ Risk Management — Goal Setting

Where is your
goal line?
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“¥ Risk Management — Goal Setting

Narrowing the Range of Financial Outcomes
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“¥ Risk Management

o
o
0@ °.
Quantify price
®  exposures

All commodities,
produced and
consumed, plus
volumes

Estimate future
price
probabilities

Options-implied
volatilities are
objective and

available every day

Define my
financial metric
and goal

Revenue, or more
complicated margin
calculations

Find the most
efficient hedges

Organize by the
lowest cost-to-impact
ratio

Hedge the
minimum

Add efficient hedges
incrementally

Rebalance
as goals

and prices
change
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