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Our starting point is the August Hedge Period where we set the forecast that drives the September ( 9/30 ) hedge
The August Forecast Data Entry Form is published early in August and collects actual July month-end IC Balance
(column 1), August IC known and forecast activity (columns 2 and 3) and forecasts a September end-of-month IC
balance (column 4)

The IC Exposure Relationship is described as “France SAS has exposure to ILS through Israel — Mfg”

The August exposure forecast entry form has been entered with a 5m ILS net exposure. This amount is a forecast of
what we expect the September end-of-month IC balance to be

This exposure was hedged in late August and matures the end of September (9/30)
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The Hedge Period is set to “FY2014 Q3 August”
The IC Balance we are hedging is the forecast balance at the end of September. We call the “Hedge Period” August
because that is when the forecast is developed and when the hedge is set out to the end of September
The worksheet “today” value is set to 8/27. Note that this is the standard August Hedge Period trade Date (defined on the
“Setup” tab). This is the date we trade the hedge to cover our forecasted September 30 IC Balance

» There is no Near trade since this is the first month we are using the worksheet. Normally the Near trade would be

a spot deal settling on 8/29

» The Far trade is the forward hedge going out to 9/30

On the worksheet, we complete the hedge by clicking the “Far” checkbox
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Now “today” is 9/10. We have moved into September

The “Hedge Period” is set to September. In this period, we forecast the expected IC Balance to the end of October

The September forecast forms have been published. Staff responsible for data entry into those forms have entered the
August end-of-month (8/31) actual IC Balances as reported in the GL. Where possible, Orbit will set the actual balances
automatically from GL feeds

“Get Requirements” shows that our forecast end of October IC Balance is 6,150,000 and our current outstanding hedges
(the hedge from last month) is -5,000,000

Orbit proposes trade amounts in the Near and Far trade columns. We will not be trading these values until 9/26
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Re-Hedge

Select “Re-Hedge” in the “Display” button group (upper left red circle)

Orbit refreshes the worksheet to show the “Re-Hedge” view. “Today” is 9/10. Orbit sets the “Trade Date” to today for Re-
Hedge actions. If you want to trade Re-Hedge on a different date, type that date into the “Trade Date” field. WARNING - if
you switch back to “Forecast” view, the “Trade Date” will be reset to the default hedge period trade date (9/26 in this
example)

The August ending balance actuals have been entered into the September forecast data entry form

Those actuals show a balance of 4,650,000 for August vs. a forecast balance of 5,000,000. The 5m forecast balance
comes from the prior period (August) IC Balance forecast entry form

The difference between the 2 amounts is -350,000. We originally hedged our forecast balance of 5,000,000 but find that
our actual balance was 350k lower. This means that we are over-hedged out to 9/30

The Near trade column has been repurposed and renamed to “Exp In USD Equiv”. This value is the USD equivalent of the
over-hedge

Orbit proposes a “Hedge Adjustment” trade in the Far trade column
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Re-Hedge

Select “Re-Hedge” in the “Display” button group (upper left red circle)

Orbit refreshes the worksheet to show the “Re-Hedge” view. “Today” is 9/10. Orbit sets the “Trade Date” to today for Re-
Hedge actions. If you want to trade Re-Hedge on a different date, type that date into the “Trade Date” field. WARNING - if
you switch back to “Forecast” view, the “Trade Date” will be reset to the default hedge period trade date (9/26 in this
example)

The August ending balance actuals have already been entered into the September forecast worksheet

The “Exposure Long/(Short)” cell computes the difference between the August forecast and actual balances. Orbit will
provide a summary when you click on the “Exposure Long/(Short)” cell

The summary shows the actual balance for August as 4,650,000 for vs. a forecast of 5,000,000. The forecast balance
comes from the prior period (August) IC Balance forecast

The difference between the 2 amounts is -350,000. We originally hedged our forecast balance but find that our actual
balance was 350k lower. This means that we are over-hedged out to 9/30

The Near trade column has been repurposed and renamed to “Exp In USD Equiv”. This value is the USD equivalent of the
over-hedge

Orbit proposes a “Hedge Adjustment” trade in the Far trade column
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Clicking the “Far” checkbox causes Orbit to generate a hedge adjustment trade

The trade date for that trade will be the value that appears in the “Trade Date” field. When you switch to “Re-Hedge” view,
Orbit automatically sets the “Trade Date” to whatever value is found in the “Today” field. If you want to trade on a different
date, be sure and type the desired date into the “Trade Date” field

The hedge adjustment trade will have a maturity date equal to the hedge period “Settle Date” ( 9/30 )

When the trade is created, it is marked as a “Test” trade. In our example, the “Include Test Trades in Outstanding Hedge”
checkbox is set, so Orbit will include the impact of TEST trades in both “Outstanding Hedges” and “Position Today”
columns

You can double-click on the “Hedge Adjustment” amount and Orbit will jump to the “Trades List” tab and show you the trade
that was created
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* The hedge adjustment trade Buys ILS Forward to 9/30. This will have the effect of reducing the existing 9/30 hedge
position
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+ If you switch back to “Forecast” view, Orbit redisplays the view reflecting the September forecast

* Note: the trade date has been switched back to the default hedge period trade date

» The “Outstanding Hedges” column reflects the hedge adjustment (again note the adjustment trade is included even as a
TEST trade because the “Incld Test Trades in Outstanding Hdgs” checkbox is set)
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* On the September forecast data entry form, France SAS includes a 4.5 million ILS receivable in their exposure balance
* On the next slides we show what happens when Israel moves to make a payment on that receivable
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Today has now moved to 9/15. Staff responsible for the “France SAS -> Israel” relationship have requested a payment be
made to settle the France SAS receivable

Treasury sees the payment request and “Approves” it (change status to Approved)

When the Approved payment is “Submitted” by Treasury, Orbit creates a SWAP to 1) make the payment and 2) adjust the
August hedge

Orbit updates the September forecast data entry form to show the payment commitment
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* Go to the “Trades List” tab to see the new trades added to the list of trades impacting the current hedge period
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» Today is now 9/18

» The Forecast view shows the impact of the payment hedge adjustment trade

* The “Exposure Long/(Short)” column reflects the payment, which has been automatically posted to the forecast by Orbit
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Go to the “Trades List” tab and click the “List Mid-Month Trades” button
Orbit lists all Mid-Month trades
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Today now moves to 9/20

Visit the “Apply Payments” tab and look at the “MONTHEND” payment request. Israel plans to pay 500k ILS on Israel’s
receivable balance with France SAS. They have requested this payment occur on 9/30

This is an ILS denominated receivable on France’s books. Israel will actually be paying them the EUR equivalent of 500k
ILS

The request is marked as APPROVED and submitted

Orbit treats this specially, because the Event Type is “MONTHEND” and the Value Date is 9/30 (the August Hedge Period
settlement date)

Rather than creating a trade, Orbit will reduce the amount of the compensating, “Near” trade that closes out August Hedge
Period maturing trades. The August hedge, put on by France SAS, was to SELL ILS forward to 9/30. At maturity France
will need to deliver ILS to the bank. With the MONTHEND payment request, Orbit will instruct Israel to pay 500K ILS to the
counter party bank. This allows Orbit to reduce the compensating trade requirement where we buy ILS spot to cover the
maturing 9/30 August hedge. France receives their payment from Israel in the form of a reduced requirement to pay EUR
on the close-out trade
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Forecast

Today now moves to 9/26 — the end of September. We call this the September Hedge Period because forecast data entry
and trading occur in September. But remember that the balance we are forecasting is the October ending I/C balance.
The hedge we put on at the end of September is to cover the forecasted 10/31 balance

On 9/26 we to close out the August 9/30 hedge and put on the new September Period Hedge (which hedges the forecast

October ending I/C balance)

When we click on the “Outstanding Hedges” cell, Orbit provides an explanation for the amount. We see that “outstanding
hedges” includes a credit for the 500k ILS that Israel will pay at month-end to the counter-party bank

We also see the “Near Trade” amount reflects this adjustment
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* We have completed both the “Near” and “Far” trades. The Near (spot) trade closed out what remained of the maturing
August 9/30 hedge

* The Far (forward to 10/31) trade, hedges our forecast October ending I/C balance

* The “Outstanding Hedges” column reflects the new forward out to 10/31



