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Fed rate increase and First Republic Bank failure leads this week's headlines 
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MARKET MOVING HEADLINES 
 

• As widely expected, the US Fed raised its benchmark borrowing rate by 0.25%. 

• The US Treasury announces plan to buy-back illiquid off-the-run Treasury securities. 

• First Republic Bank becomes the second largest bank failure in the US. 

• Chinese manufacturing activity unexpectedly shrank in April. 

• US construction spending rises more than expected. 

• India factory activity growth at 4-month high. 

• Japanese consumer sentiment hits 15-month peak. 

• South Korea imports fall the most in nearly three years. 

• Corn futures remain close to a 1-month low amid strong supply. 

• Gasoline futures fall to a 4-month low. 
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COMMODITIES 
 

 

 

CONCEPT OF THE WEEK: COMMODITY PRICE RISK 
 
Measuring commodity price risk involves assessing the potential impact of changes in commodity prices 
on a company’s financial performance.  There are various ways to measure commodity price risk, 
including: 
 

1. Sensitivity Analysis:  This involves analyzing the impact of changes in commodity prices on a 
company's financial performance, such as revenue, cost of goods sold, and profit margins.  By 
examining the sensitivity of financial performance to commodity price changes, companies can 
better understand the potential impact of commodity price fluctuations on their operations. 

2. Value at Risk (VaR) Analysis:  This involves calculating the potential loss in the value of a 
company's commodity portfolio over a specified time period based on a certain level of 
confidence.  VaR analysis provides a quantitative measure of the potential downside risk of 
commodity price changes. 

3. Stress Testing:  This involves simulating extreme scenarios of commodity price changes and 
assessing the potential impact on a company's financial performance.  By stress testing different 
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scenarios, companies can identify potential vulnerabilities and develop contingency plans to 
manage commodity price risk. 

4. Scenario Analysis:  This involves analyzing the impact of different scenarios of commodity price 
changes on a company's financial performance.  Scenario analysis helps companies better 
understand the potential impact of different commodity price scenarios and develop strategies 
to manage commodity price risk. 

 
These are just a few ways to measure commodity price risk.  The specific approach will depend on the 
type of commodity, the nature of the company's operations, and the level of risk exposure.  It is important 
for companies to regularly monitor and assess commodity price risk to effectively manage their exposures 
and protect their financial performance. 
 

QUOTE OF THE WEEK 
 
“A ship in harbor is safe, but that is not what ships are built for.” – John A. Shedd 
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