
>DOING THE HOMEWORK DELIVERS RESULTS 

The Aluminum Risk Management Report

+1 (210) 568-7705 /  aluminum@askharbor.com

HARBOR Intelligence /  8409 Crown Wood Dr, Laredo, TX, 78045, USA

Designed for Risk Management Committees

September 2008 / beta version

aluminum market analysis & price outlook intel l igence 

strictly confidential



Copyright. All rights reserved. HARBOR Intelligence 2008. No part of this
presentation (text, figures, or graphics) may be reproduced, stored, or transmitted
whatsoever (electronically, mechanically, recorded, or otherwise) without prior consent
in writing from HARBOR Intelligence. For further subscription information please
contact Veronica Medina at +1 (210) -568-7705.. HARBOR intelligence: 8409 Crown
Wood Dr, Laredo, Texas, USA. Phone (210) -568-7705.

DISCLAIMER. It is virtually impossible to predict aluminum prices and their
movements with accuracy due to the numerous qualitative and quantitative variables
that determine them. HARBOR intelligence does not guarantee its analysis, projections,
assessments, opinions and hedging strategies to result accurate or effective. HARBOR
intelligence does not undertake, and has no duty, to advise you as to any information
that comes to its attention after the date of this report or any changes in its opinion,
estimates or projections. Any decision to purchase or sell as a result of the opinions
expressed in this report will be the full responsibility of the person authorizing such
transaction. There is a substantial risk of loss in trading futures and options.

copyright & disclaimer



This report is designed for Risk Management Committees with the purpose of
helping assess the price risk profile a company has on its aluminum position
(regardless if it is a buyer, seller or both) and thus suggest desired coverage
ratios in order to better reflect the most probable price outcome in the future
and lower the risk profile of the company as much as possible.

We are convinced the tools that this report provide will enhance our customer's
risk management process and buying/selling performance.

the goal of this report



generic price risk profile analysis
* We want you to take full value from this report.
If you have any questions as to how to read this report, please call us at (210) 568-7705 
and we will gladly serve you



Our model is about suggesting coverage in order to reflect most probable 
price trend and reduce risk as much as possible

FORECASTING USING 
STRUCTURAL
FACTORS…

…AND NON-STRUCTURAL
FACTORS

IF PRICE FORECAST
IS NOT ACCUARATE GIVEN 
UNEXPECTED EVENTS,
WHAT`S THE EXPECTED
DEVIATION PROFILE AT 
DIFFERENT LEVELS OF 
PROBABILITY?

Use fundamental market variables…
(inventories, marginal costs, market balance, interest rates etc)

…and letting the model identify the rest of the equation
In order to forecast prices with high statistical confidence
(seasonals, cyclicals, trend patterns)

Letting the model identify what’s the highest and lowest
price forecast error we may have if unexpected events 
occur (upside and downside risk of price forecast) at 
different levels of probability (1,5,25,50,90,95,99%) for 
each of the months ahead. From here the model suggests 
desired generic coverage ratios for the year ahead.

First, we try to identify the 
underlying equation that 

determines aluminum prices in 
order to find a model that indicates 

the most probable price outlook 
with high statistical confidence

Then, we try to identify
the risk profile of the price 
forecasted by the model. 

What`s the upside or 
downside risk of the price 

forecast? Or how wrong to 
the upside and downside 

could the price forecast 
result to be given with 95% 

statistical confidence?

How much of my company`s buying/selling needs for `08-`09 should I cover today 
given most probably price outcome, the price risk profile we face and our company`s 
monetary risk tolerance

IDENTIFYING
MAX FORECAST ERROR TO 
THE UPSIDE AND 
DOWNSIDE WITH 95% 
CONFIDENCE (VaR)

Identify the Max price deviation to the upside and 
downside vs expected price with 95% statistical 
confidence. 

Finally we asses the price 
risk profile consumers and 

producers face and the 
monetary risk at different 

levels of coverage so they 
can choose the coverage in 

function of their monetary 
risk tolerance 

WHAT`S THE RISK PROFILE 
THE COMPANY FACES…

…AND HOW MUCH SHOULD          
BE HEDGED GIVEN 
THE COMPANY`s
MONETARY  RISK TOLERANCE?

Identify desired hedging exposure given the 
company`s specific price risk profile and monetary risk 
tolerance.

BOTTOM LINE
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HARBOR’s Aluminum Price Risk Profile Statistical Model:

Identify our company`s price risk profile

What we really want 
to get? 1
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