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Quantitative Risk Management for Private Equity

The private equity (PE) industry faces intense challenges in 2025 including
elevated interest rates, higher capital costs, fierce competition for deals,
evolving regulations, complex exits, valuation pressures, and ESG mandates.
Disruptions from Al and economic uncertainty further complicate investment
strategies. To thrive, PE firms must embrace quantitative risk management
to enhance efficiency, optimize capital, and stronger financial outcomes.

Transforming Risk Management in Commodity and Energy Markets

Middle-market commodity and energy companies often rely on either third-
party off-the-shelf Commodity/Energy Trading Risk Management (C/ETRM)
systems or internally developed drive Excel-based solutions to track, value,
and report physical and financial commodity transactions. While an
integrated platform is ideal, existing C/ETRM solutions frequently lack the
capability to manage cross-asset and cross-commodity positions effectively.
Many systems operate in silos, capturing transactions with varying levels of
granularity and relying on inconsistent market data forvaluation and risk
measurement. Furthermore, Excel-based tools—though widely used—
introduce inefficiencies and risks due to their high-touch and manual nature.

Most of these tools provide generic mark-to-market (MTM) values and basic
position risk reports, yet they often fall short in delivering granular portfolio
segmentation and robust risk analytics. Without sophisticated quantitative
risk measures, executives and line managers may struggle to make informed
decisions across fundamental business risk factors.

Why Implement Quantitative Risk Measures?

Organizations should conS|der strengthening their risk management
frameworks when experiencing the: followmg indic tors

e Unclear business objectives and misaligned risk management practices

o Fragmented operational responsibilities across financial, market, credit,
and compliance risks

« Multiple C/ETRMs leading to inconsistent reporting

o Unexplained daily variances in P&L, MTM, andrisk metrli:s across
different portfolio tenors
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Inconsistent application of market data assumptions

Ineffective identification of financial and physical risk sources
Insufficient investment in risk management talent and resources
Weak internal controls for trading, supply, and asset optimization

Lack of performance metrics for risk-adjusted returns

Divergent risk management reporting structures

Unexpected cash outflows and working capital imbalances under
market stress

Deficiencies in capital efficiency due to inadequate risk-adjusted return
assessment

Vine Advisors: Your Partner in Quantitative Risk Management

Vine Advisors’ Risk & Financial Advisory practice brings deep expertise in
guantitative risk management for energy and agricultural commodity
markets. Our Risk Strategy team assists clients in creating value through
disciplined risk modeling, measurement, and management in volatile
markets.

Assess Your Risk Management Needs

If your organization experiences any of thefollowing challenges, Vine
Advisors can provide valuable risk and financial advisory services:

Significant P&L, MTM, or risk exposure volatility due to market price
fluctuations

Difficulty explaining variances in key performance and risk indicators
Lower-than-expected returns on business unit or line capital

Exposure to multiple asset classes and a mix of physical and financial
products

Liquidity constraints or inability to meet short-term obligations without
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Fundraising challenges s"creﬁwmi-n_g from weak/confidence in operational
strategies 7 hcd

Deviations from risk appetite frameworks
Market limit breaches under minimal volatility
Valuation mismatches in primary market assets
Gaps in staff training in risk-management
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Our Service Offerings
Risk & Financial Advisory

We help clients navigate financial uncertainties by identifying, assessing, and
mitigating risks while optimizing financial performance. Our services include:

« Governance, Strategy & Operations _
o Marketing, Procurement & Trading ; Tl
e Enterprise Transformation \

e Regulatory Compliance

Strategy & Corporate Finance

We assist clients in valuing assets for strategic planning and financial
reporting through comprehensive business valuations and financial analysis.
Our services include:

o Valuation
e CFO Services

Mergers & Acquisitions

With deep expertise in M&A strategy and execution, we help clients maximize
value in acquisitions, mergers, and divestitures. Our offerings include:

o Strategy & Capability Assessment
e Due Diligence

e Post-Merger Integration

e Litigation Support

Digital & Analytics | B ]
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We guide organizations in implementing digital analytics, risk management,
and financial technology solutions. Our expertise includes:
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« Enterprise Technology (C/ETRM Selection & Implementation)
o Data Analytics (Quantitative-Risk Modeling)
- Digital Transformation (Business Intelligence (Bl) Risk prorting)
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By integrating quantitative risk management practices, PE firms and middle-
market energy companies can enhance their resilience, optimize capital
efficiency, and improve strategic decision-making. Vine Advisors is your
trusted partner in navigating today's complex risk landscape.
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