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• We’ll look at the original “Deep Hedging” work by JPMorgan’s Quantitative 
Research Team (“Deep Hedging: Hans Buehler, Lukas Gonon, Josef 
Teichmann, and Ben Wood”)
• https://arxiv.org/abs/1802.03042

• Then extend to hedging the right to use a natural gas storage facility

• Joint work by Kinetic Mind and Beacon Platform
• Kinetic Mind: Dr Kay Pilz – expert consultants in the application of machine 

learning to finance
• Beacon Platform: Mark Higgins, Neil Palmer, Ben Pryke, and Stephen 

Dacek – enterprise innovation platform vendor
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Params Deep Hedge 
Price

BS Hedge 
Price

BS Price Mean MC 
Payoff

Mean PNL PNL Std 
Dev

Base 0.0444 0.0437 0.0399 0.0399 -0.0399 0.0043

High Drift 0.0446 0.0437 0.0399 0.0543 -0.0399 0.0046

Low %-ile 0.0417 0.0413 0.0399 0.0399 -0.0399 0.0047

Infreq Hedge 0.0489 0.0468 0.0399 0.0399 -0.0399 0.0080
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Params Deep 
Hedge 

Price

BS Hedge 
Price

BS Price Mean MC 
Payoff

Mean PNL PNL Std 
Dev

Mean/SD Trans 
Cost

Mean/SD BS Trans 
Cost

0 TC 0.0447 0.0437 0.0399 0.0399 -0.0399 0.0045 0/0 0/0

3bp TC 0.0483 0.0455 0.0399 0.0398 -0.0409 0.0060 0.0010/0.0003 0.0016/0.0005

10bp TC 0.0498 0.0501 0.0399 0.0398 -0.0430 0.0063 0.0031/0.0007 0.0059/0.0012

30bp TC 0.0528 0.0636 0.0399 0.0398 -0.0465 0.0060 0.0066/0.0013 0.0168/0.0042

75bp TC 0.0691 0.1549 0.0399 0.0398 -0.0519 0.0132 0.0121/0.0022 0.0777/0.0309

1% TC 0.0836 0.3989 0.0399 0.0398 -0.0455 0.0302 0.0056/0.0000 0.2588/0.0810
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Summer 2018 Winter 2018

Risk management period

Oct 17 Mar 18 Apr 18 Sep 18 Oct 18 Mar 19

Winter 2017

Storage delivery period

Forward hedging of 
storage contract 
starts here …

… and ends here

Storage contract 
window to inject or 
withdraw starts here …

… and ends here
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