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1 Introduction 

The exercises described below are for participants of the course. The exercises or use case contain 
practical examples on the usage of the system, allowing the user not only to use functionality of the 
system but also get a better understanding of the use of the system in a live environment. 

The use cases all have an explanation and difficulty. The difficulty is not only determined by the 
complexity of the use case but also by the amount of explanation done. 
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2 FX and Future Hedging 

This exercise allows the user the get more understanding on how hedging is done. It allows the user to 
enter different contracts and see what details create the relation to contracts from a hedging / portfolio 
and period perspective. It also allows the user to get a better understanding how market prices feed in 
to the position, how market prices affect each individual contract and position and how opposite 
position net out when market prices are changing. 

2.1 Create Physical Sales Contract 

• Physical sales contract with one delivery line in December 

• Contract price in USD (2310), Price in EUR (2100), exchange rate 1,10000 

• Item: SMP, Volume: 25 TM 

• Portfolio = HUS 

 

2.2 Create Future Hedge 

• Purchase of a Future 

• Portfolio = HUS 

• Futures Delivery period is DEC19 

• Price is 2100 (EUR) 

• Quantity is 5 Contracts (= 25 TM) 
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2.3 Create FX Hedge 

• Create FX Contract Buy EUR, sell USD 

• Currency date is 18-12-2019, (Last Trading Day Future) 

• Exchange Rate is 1,1000 (See physical Contract) 

• Portfolio is HUS 
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2.4 Position 

2.4.1 Price Upload 

 

2.4.2 FX rate upload 

 

2.4.3 Upload to position and calculate M2M 

• RQ09CPA4 

• RQ09CPA5 

• RQ09CPU 

2.4.4 Position shows 

 

2.5 Exercise 

Proof / Show that for any Daily Close / FX rate combination Mark to Market will always be zero "0" 
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2.6 Use Linking of Contracts to link these contracts 

2.7 Variations 

• Use Multiple delivery lines in multiple periods on the physical contract. meaning also multiple FX 
and Future contracts 

• Include a Physical Contract with Q pricing: what does this do to the hedging required? 
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3 Delta Hedging 

Delta Hedging is a trading strategy refering to the "delta" volume of the option(s). The strategy is as 
follows: 

• The trader sells Call Options on an underlying asset he owns: Inventory 

• The trader receives the option premium (Profit) 

• He needs to hedge the risk that market goes up and Options will be exercised 

• The amount he needs to hedge is the "Delta" of the option position 
The easy way to create inventory is to do a Purchase to Stock Scenario. Or use what is already available: 

 

On the total volume 2229 TM we are going to sell 200 TM of options. Current market price is 2050 and 
we expect the possibility that the market price before FEB20 will rise above 2150 is small. 
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3.1 Sell Call option contract (10% of total inventory) 

 

3.2 Receive Option Premium 

Reveice the option premium using RQ09CAL 

 

3.3 Enter Market price (Both spot and forward) below Strike price 

Market price entered = 2076. This needs to be done both for SPOT and FEB20 for EEX-SMP 
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3.3.1 Greeks: 

• Interest rate 2% (maturity date 27-02-2019) 

 

• Volatility 17% (maturity date 27-02-2019) 

 

• No FX 

3.4 Calculate Delta of Option(s) and Value / M2M on Inventory and 
option(s) 

• Run RQ09CPT 
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The delta is 79,9077 TM 

• Run RQ09CPU 

 

There is a loss on the option position (-5176,12) because the value of the option has gone up to 59,88 
(option premium) times 200 TM is 11976,12 EUR. 

For the strategy this doesn't really impact because the underlying assest 200 TM has gone up with 26 
EUR per TM is 5200 EUR compensating the loss on the Option  

3.5 Hedge Delta (buy Future contracts) 

The trader can decode to lock the profit on the premium to buy a hedge at size the Delta of the option 
(about..) 

 

Buying 80 TM at 2076 and M2M of Zero ("0") on the Future Contract 
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3.6 Enter Market price (Both spot and forward) above Strike price 

 

3.7 Calculate Delta and M2M of Option(s), Future Contract and 
Inventory 

 

The Loss on the option has grwon: -16202,20 EUR but a part of that loss is now compensated with the 
"Delta" hedge with the future contract: Profit of 9040. Leaving a negactive position of: -16202,20 + 9040 
+ 6800 = -362,20 EUR, a small minus on the strategy. But since the spot price to valuate the inventory 
has gone up as well, the inventory gained 113 per TM the profit is 22.600 EUR 

3.8 Hedge Delta (buy Future contracts) 

Since the Option is in the money, the trader would be adviced to hedge again the Delta of the option. 
The Delta of the option is also increased to 118,28 TM so the trader needs to buy an additional 40 TM to 
hedge the delta. 

 

3.9 Exercise 

Create own contracts and Inventory and simulate market movements. Use Position report (CPA) to 
monitor P&L 




