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Here are some initial thoughts on proceeding with the DuPont analysis ---

1. Identify core commodity exposures, and develop a Value-at-Risk framework ---grouping of commodities, identifying primary and secondary commodities, developing volatility and price assumptions.

2. Help DuPont appreciate how the Value-At-Risk tool can be used to evaluate their risk position sensitivities, and to also evaluate future business opportunities.

3. For future purchases and sales contracts, help construct a forward view of prices.  This may involve fundamental analysis of price data, relating prices to supply and demand factors, and past price trends.

4. Identify risk positions that we can help insure, especially tail risk, through our contacts with the insurance community.

5. Identify their cashflow positions, and to the extent they have excess cash, identify ways they can lend it out, and to the extent that they have shortfall of cash, identify ways they can borrow.

6. Similar to (5), but for earnings positions –identify any SFAS 133 issues with them or their suppliers/customers.

Specifically to DuPont,

1. Identify trends in changing feedstocks for their businesses (for example, more bioengineered products may get used in the future, as compared to petchems).

2. Identify electric power needs, and opportunities for locking in their price.

3. As they operate in 70 countries, identify any F/X risk, interest rate risk, sovereign risk, political risk, as it pertains to cashflow and earnings.

4. Agriculture and Nutrition seems to be their most profitable unit --- maybe we can focus on this to begin with – identify impact of fertilizers on crops, growth potential, weather risk, etc.

What can we do right now?

1. Set up Value-at-Risk template.

2. Identify commodities that are relevant and for which we can get historical prices, and plan for a fundamental/econometric analysis exercise.

3. List potential finance/tax structures to hedge cashflow/earnings and manage SFAS 133 --- what has Enron done in the past for our internal exposures?
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