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Hedging Principles 
the volatility and unpredictability of 

 markets,  
 
The use of hedging will provide several benefits to the Project, including: 

  movements that may 
 

 realised 
 

 
 

  
 
However, hedging can present certain challenges and trade- including: 

 
 

  
 such as , or a change in the Project’s 

circumstances,   
   events such as -dated trades -dated trades  
 

with changes  
 

 
 are s, 

 
and Dodd-   
 

   
currency 

or the 
   

Financial Close date of March 2026  
 

, include: 

  
  
  
  
 of a suitable hedging provider(s)  
  

 
two s where relevant  
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Exposure Analysis Method 
Chatham have conducted a series of simulations in order to estimate -NTP currency and commodity 

 between today and NTP   
 
Please see the introduction section above for 

currency and commodity scenarios that correspond with the -) one and two 
standard deviation movements from the current forward curve, which correspond respectively with a 68% and 95% 
confidence level  
 
For the foreign currency  analysis, the standard deviation movements use forward looking volatility  implied 
volatility) market, whereas for the commodity analysis, 
standard deviation price shocks have been incorporated from historical market volatility over the last 3-  
 
Further, the foreign currency analysis assumes all currency rates 
depreciate between now and an assumed NTP date of March 2026 Foreign 
been included);  Whereas for the commodity analysis, we have accounted for 

 

These currency and commodity forward scenarios are then applied against the currency and commodity 
  in an assumed 

NTP date of March 2026 Despite NTP
4 2024 as: 

  
 

 NTP
commodity risk only between now and NTP  
 

 – the one-and-two 
: 

Currency CFaR (Hitachi and Prysmian Contract): 
 Up to $ m (- currency  
 Up to $ m (- currency  

Commodity CFaR (Prysmian contract):  
  

 Up to $ m (-  
 Up to $ m (-  (  

 e  of the Project at a 
price 

for  which was 
-NTP  

  related to cable adjustment mechanism reduces the  
 From $ m to $ m (-  
 From $ m to $ m (-  

 We  commodity risk in the Hitachi contract as it mostly cannot be hedged , 
however this is an immaterial )  

 Despite a lower commodity  for the Project currency), the analysis shows there is a 
higher (downside commodity events) to occur, as represented by the commodity cash 
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– Foreign Exchange 
In this section we describe the timing and manner in which the Project can de-risk currency 
efficient hedging   will be considered to mitigate the potential 
increase in  

 Pre-NTP: as it was assessed to be the most  (no upfront premium 
and is he cost of an outright) and 

~  as it hedges the spot price movements) product A summary of 
products is below: 

a) – all supply  
b) – NTP to fund 

supply costs, removing future uncertainty related to spot movement  
c) – this product establishes a known worst-

  upfront  
d) – 

deal cost of the hedge if NTP (in the rate versus (b) above) is paid for the 
if the deal fails to complete The due diligence 

process for this trade is very involved and banks generally would want access to Project documents  
e) – 

case risk, with the bank bearing the dead deal cost of having to pay the premium cost should NTP not 
 The due diligence process for this trade is involved and banks generally would want 

 
 At or near NTP: whilst the Hitachi and Prysmian contracts were signed in August 2024, a decision was made to 

- , and at 
the milestone payment dates in the Hitachi and Prysmian contracts This approach not only splits the hedging 

accommodate changes in the Project 
limit costs in the unlikely event of a n  

 Post NTP  Project  
 
Market insights: 

 The forward curve  
current spot rates - 03% 

is roughly - % and -2 05   
 20bn and 

y can cater for long tenors with up to 10  and 5  
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Hedging – Commodities 
In this section we describe the timing and manner in which the Project can de-
and efficient hedging A similar set of hedging strategies will be considered, at the below timing points:  

 Pre-NTP:  
 – all commodity costs will be subject to commodity price movements  
 – this product locks in a known AUD  

at NTP to fund commodity payments, removing future uncertainty at no upfront cash   
 – for an upfront premium this product establishes a known worst-

favourable commodity movements  
 – 

cost of the hedge if NTP 
 

 – dead deal cost is not having to pay the premium cost  
 At or near NTP: For the commodity market risk inherent to Prysmian contracts, we normally see Prysmian 

NTP, meaning the Project is 
only between now and NTP  The hedged price that Prysmian receives from 

 
 

Market insights: 
 

 
 An upward sloping forward curve (“contango”) 

of the curve 
 A downward sloping forward curve 

(“ ”) is 
sloping curve prior to hed  

 The shape of the curve is key to making hedging decisions, and consumer clients (corporates, renewable projects, 
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 This approach not only splits the hedging 

costs into pre vs post NTP stages, but also 

accommodate changes in the Project 

 
 

with longer dates preferable as it is easier to 

 

the longest NTP date to avoid having 
to purchase  

Hedge Product  are the most appropriate 
product as they 
cost and are absent a cash premium) and 

1:1 
movement in  

 A 
(lowest cost and are absent a cash 

1:1 movement in 
commodity price  We would propose 
this product be used to hedge the 
Project’s Copper, Aluminum and Lead 

 
 a 

to 
protect the Project’s tail risk because: 

o Non-hedgeable underlying 

contract, leading to basis risk 
if using a swap  

o 
 

  It is our understanding that the asset (both Cable 1 and Cable 2) will be developed and 

 
 Although the capital structure of the Project is and that we see a 

 
 

Disclaimer: this report has been prepared solely for Marinus Link Pty Ltd and does not serve as advice or a 
 


