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OVERVIEW

• Active in wholesale energy markets
since 1999

• Multi-commodity : Biomass, Carbon, 
Coal, Electricity, Freight, Natural Gas, Oil 

• Business model: Network of assets are 
the foundation of our business. The 
interface to the wholesale markets for 
EDF.

• Employees: 700

• Locations: London, Crewe, Paris, Oslo, 
Nagoya, Singapore, Beijing, Berlin, 
Amsterdam, Rotterdam, Houston, Denver,   
Calgary and Portland

• Scale: Over 500,000 transactions 
executed in 2008 with over 1,000 
counterparts

• Financials: Shareholders equity of over   
€1.6 billion (2008), A3 credit rating 
(Moody’s)

• Parent company: 100% owned by EDF 
Group, one of Europe’s largest energy 
companies
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GLOBAL TRADING ACTIVITIES

POLAND
Secured a trading licence. Supporting 
the local EDF Group company with 
cross-border trading, emissions trading 
and hedging of electricity positions.

JAPAN
Established a joint coal 
business with Japan’s Chubu 
Electric Power Company. 
Contracted with Mitsubishi 
Corporation for ownership of 
a new capesize dry-bulk 
vessel.

QATAR
Signed an LNG supply agreement with Qatar’s 
RasGas for delivery through the Zeebrugge terminal 
in Belgium.

CHINA
Agreed with China Guodian 
Long Yuan to buy 8 million 
carbon credits from 18 
windfarms.

SLOVAKIA
Supporting the local 
EDF Group company 
with cross-border 
trading, emissions 
trading and hedging of 
electricity positions.

HUNGARY
Supporting the local EDF 
Group company with cross-
border trading, emissions 
trading and hedging of 
electricity positions.

NETHERLANDS
Acquired three coal terminals in the Port of 
Amsterdam.

NORWAY
Established a dedicated Nordic team and opened an 
Oslo office in 2008.

GERMANY
Announced gas 
storage joint 
venture with 
EDF and 
Germany’s 
EnBW.

UK
Expanding gas 
storage capacity 
at Hole House in 
Crewe. Acquired 
one of the UK’s 
largest 
independent 
suppliers of 
biomass.

BRAZIL
Acquired CERs from 
several bagasse 
cogeneration plants, which 
once implemented are 
projected to have over 70 
MW in installed capacity.

USA
Eagle Energy is one of the 
largest providers of market 
services to the wholesale gas 
and power sectors in North 
America and Canada.  It also 
operates in the US coal 
markets. 

GLOBAL
Contracts signed to purchase 
carbon emission credits in Brazil, 
China, Korea, Malaysia, Mexico, 
the Philippines, Thailand and 
Vietnam.

GLOBAL
Sourced biomass products in Asia, 
Brazil, Denmark, Estonia, Greece, 
Latvia, Lithuania, Portugal, Spain, 
Sweden, Tunisia, the UK and the 
USA.

AUSTRALIA
Narrabri coal project.
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ELECTRICITY

• Leading electricity trader in Europe

• Exclusive interface to wholesale markets for EDF 

• Extensive portfolio of long-term contracts and assets facilitates our 
asset-based trading strategy

• EDF’s position in France provides the ideal platform to trade the 
connected and liberalised wholesale markets

• Breadth and depth across Europe: France, Germany, Benelux, UK, 
Southern Europe, Nordic market, Central and Eastern Europe

• Expanding in the US market through Eagle Energy
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WHY TRADE?

• Enables flexibility

– Trade allows market participants to 
adjust positions within and across borders 

– Trade provides choice about when and 
where to trade

• More efficient and competitive 
markets

• Efficient allocation of risks among market participants

• More accurate and efficient prices result in increased economic welfare
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TYPES OF TRADERS

• Trading can be done to

– Optimise generation assets

– Manage risks (e.g. long term contract price exposure)

– Take outright positions 

• These goals are usually highly interrelated

• Traders differ as to why and how they trade, e.g.:

– Banks

– Hedge funds

– Utilities

– Large industrials
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NATURE OF ELECTRICITY TRADES

Physical transaction: an obligation to deliver (or receive)
• e.g.: Cal 2010 base load at German-French border

Financial transaction: a contract settled financially with no actual delivery
• same characteristics as a physical transaction
• BUT financially settled (so no scheduling/exchange of  electricity) against some 

index (e.g. an exchange)
• based on the underlying physical commodity

• Financial and physical transactions achieve the same outcome and are transferable 

• Financial transactions may complement physical ones
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TRADED PRODUCTS

Spot
The immediate price now

Forwards
For deliveries sometime in the future

Futures
A forward trade executed on an exchange

Options
The right, but not the obligation, for deliveries sometime in the future

Forward, Futures and options transactions are very important risk management tools
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OVER THE COUNTER (OTC) TRADING

• Takes place directly between counterparties (who usually sign a master 
agreement) or through brokers

• Trades done by phone or electronically

• Fees are low, but carry counterparty risk

• Trading takes place continuously (respond to new  information)

• Concentrates trading liquidity in products

• Ability to tailor transactions to needs (e.g. double volume from initial quotes on 
screen)
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GV8 mov.
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POWER EXCHANGE TRADING 

• Financial and physical transactions

• Exchange is counterparty to all transactions 
so bears credit risks (trades cleared by exchange)

• Auction once a day only concentrates 
liquidity in time

• Trading is fully anonymous

• Facilitates market entry, low risk for participants, provides good reference price 
(which financial contracts can be settled against)

• BUT higher costs of trading, only standard transactions, only trades once a day 
(for spot)
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MARKET DRIVERS

These factors influence the various traded products differently 
e.g. short versus long term factors

Hydro stocks

Fuel Costs

MARKET
DRIVERS

Weather (wind, rain
snow melt etc)

Surrounding 
markets

Supply and 
demand
balance

Transmission 
(auction prices,
congestion etc)

Carbon emission 
costs
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EXAMPLE: OUTRIGHT POSITIONS
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10 per. Mov. Avg. (Series3) 20 per. Mov. Avg. (Series3) 50 per. Mov. Avg. (Series3) 252 per. Mov. Avg. (Series3)

ETS crash on news that 
scheme is oversupplied

ETS bounces back due to a lack 
of physical sellers in the market

Heat wave causes
spot spike in Germany

Nordpool spikes
on draught and
Nuke problems 

Pow
er falls on the back of falling 

oil, coal, gas, ETS and the collapse 

of Am
aranth hedge fund
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PRACTICALITY OF TRADING - PHYSICAL

• To trade physical 

– Exchange agreements
– Collateral requirements 
– Counterparty master agreements
– Balance responsible party agreement
– Auction agreements
– Credit risk management
– Scheduling
– Order processing – confirmation, matching, settlement
– Shipping issues
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PRACTICALITY OF TRADING - FINANCIAL

• To trade financial - much easier

– None of the operational issues
– Collateral requirements 
– Counterparty master agreements
– Auction agreements
– Credit risk management
– Order processing – confirmation, matching, settlement
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POWER EXCHANGES IN EUROPE

The Netherlands
OTC + Exchange (APX)

The Netherlands
OTC + Exchange (APX)

UK
OTC

UK
OTC

France
OTC + Exchange (Powernext)

France
OTC + Exchange (Powernext)

Spain

OTC + pool (OMEL)

Spain

OTC + pool (OMEL)

Italy
OTC + Exchange (IPEX)

Italy
OTC + Exchange (IPEX)

Austria
OTC + Exchange (EXAA)

Austria
OTC + Exchange (EXAA)

Switzerland
OTC +

Cross-border trading

Switzerland
OTC +

Cross-border trading

Germany
OTC + Exchange (EEX)

Germany
OTC + Exchange (EEX) Scandinavia

OTC + Exchange 
(NORDPOOL)

Scandinavia
OTC + Exchange 

(NORDPOOL)

Czech Republic
OTC + Exchange (PXE)

Czech Republic
OTC + Exchange (PXE)

Slovakia
OTC +

Cross-border trading

Slovakia
OTC +

Cross-border trading

Poland
OTC + Exchange (POLPX)

Poland
OTC + Exchange (POLPX)

Hungary
OTC + Exchange (HUPX)

Hungary
OTC + Exchange (HUPX)

Belgium
OTC + Exchange (BELPEX)

Belgium
OTC + Exchange (BELPEX)

Portugal
OTC + Futures Market 

(OMIP)

Portugal
OTC + Futures Market 

(OMIP)
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TRANSMISSION SYSTEM OPERATORS IN EUROPE

RTE

REE

REN

ELIACEGEDEL Tennet EnBW, E.On Netz, RWE Net, Vattenfall

PSE

CEPS

SEPS

MAVIR Rt.

TIRAG, 
Verbund APG 
VKW-ÜN

JIEL 

HTSO
GRTN

ELES

HEP

TEL

NEK

ETRANS: Co-ordination for Atel, 
BKW, CKW, EGL, EWZ, EOS, NOK
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EXISTING INTRADAY CAPACITY ALLOCATIONS

Continuous trading platform

Improved Pro Rata RTE platform

Improved Pro Rata ELIA platform 

(NL/BE)

Obligatory use

Other
•UK: renomination, 

•ES-FR: explicit auction (2 GC)

•ES-PT: implicit auction (6 GC)

•AT-DE: no congestion

18
Source: ELECTRABEL
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EXAMPLE: ITALY – RELATIONSHIPS OF CONTROL
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NEED FOR STANDARDISATION IN TRADED MARKETS

• Active trading can only be made possible thanks to standardisation of grid and trading 
agreements 

• Grid agreements will define the following 
– Rules for notifying transactions to the grid operator
– Penalties for non-delivery
– Rules for acquiring and using transmission capacities
– Rules for supply to end users 

• Standard trading agreements will ensure
– Definition of responsibilities and liabilities for buyer and seller
– Credit and other provisions to mitigate the risks faced by traders
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TOWARDS HARMONISATION IN ENERGY MARKETS

• Some achievements have been made  
– Cooperation between PEXs
– Day-Ahead Market Coupling 
– Some common sets of cross-border capacity auction rules

• But there is still room for improvement!!! 
– Align Transmission products with Energy traded products (max capacity, firmness, 

matched maturities, secondary markets, etc.) 
– Avoid regulatory burdens 
– Think wide (European integration), future-proof, and user friendly 
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RISK MANAGEMENT

• Separate trading ‘books’ track profits and losses

• Some key risks include

– Market risk (measured by VaR models)

– Legal/contractual risk

– Regulatory risk

– Flow/capacity risk

– Counterparty credit risk
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RISK MANAGEMENT HAS TWO SIDES

• Measuring risk (with IT systems, mathematics and standardisation) 

– Position (how much has been bought vs how much has been sold)
– Exposure (net open position)
– VaR Value at Risk (how much can the net position change in market 

value)

• Managing risk (through decision making with professional judgement) 

– “Trading” – opening and closing positions to manage exposure
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Position

+

_

June July Aug Sept Oct Nov Dec

3 MMBtu

Bought volumes
(commitments to receive)

Sold volumes
(commitments to deliver)

Every transaction creates a “position” …

• Example Transaction 1: EDF buys 3 MMBtu of gas to receive in October
• Result: EDF has a 3 MMBtu October position (take or pay)
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Position

+

_

June July Aug Sept Oct Nov Dec

3 mil

Bought volumes
(commitments to receive)

Sold volumes
(commitments to deliver)

2 mil

buy

sell

“Exposure”
1 MMBtu

… all net positions create some “exposure”…

• Example Transaction 2 : EDF sells 2 MMBtu of gas for delivery in October
• Result : EDF has a 1 MMBtu October net position = “Exposure”



26

Bought volumes
(commitments to receive)

Sold volumes
(commitments to deliver)

Position

+

_

June July Aug Sept Oct Nov Dec

“Exposure”
1 MMBtu

…and every exposure is a financial risk

• If the market price of October gas goes up, EDF may gain from the exposure
• If the market price of October gas goes down, EDF may lose from the exposure
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Volatility: how quickly and how far prices can change
Example: Market price at beginning of period

$10.00/MMBtu

+-

$10.60/MMBtu

Maximum expected price at end of periodMinimum expected price at end of period

$9.40/MMBtu

Confidence level

Expected price range

Simple Example 
- Period of time: 1 Day
- Confidence level:   95% (2 std dev)
- Max price change: +/- $0.60/MMBtu

Risk is the result of price volatility and exposure
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Bought volumes
(commitments to receive)

Sold volumes
(commitments to deliver)

Position

+

_

June July Aug Sept Oct Nov Dec

Value at Risk: max expected change in exposure

• Measures of how much an exposure may change in value during a period of time
• Simple Example 

– Period of time: 1 Day
– Confidence level: 95% (2 std dev)

– max potential price change:     +/- $0.60/MMBtu

– Value at Risk:        +/- $600,000
• This means that

• over the next 24 hours, the 1 MMBtu exposure is not expected to gain or 
lose more than $600,000

• but , on one day in 20, the 1 MMBtu exposure is likely to gain or lose more 
than $600,000

Exposure: 1 MMBtu
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Bought volumes
(commitments to receive)

Sold volumes
(commitments to deliver)

Position

+

_

June July Aug Sept Oct Nov Dec

Net exposure of a portfolio affected by correlation

• Example Transaction 3 : EDF sells 1 MMBtu of gas for delivery in September

• This means that
– if Sep and Oct prices have 100% correlation, then t he net exposure is reduced to 0 MMBtu
– if Sep and Oct prices have 0% correlation, then the  net exposure is increased to 2 MMBtu
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Trade example

• A German generator sells 200 MW of base-load electricity on the RWE 
Grid to a trader for delivery in 2010 at a price of €57.40/MWh 

– This ensures that the generator achieves a fixed value for part of 
the output of its power plant (hedging of risk)

– The sale can be made as an alternative to selling to end users
– The trader will profit if the price of Year 2010 German electricity 

rises (as he will then sell that at a profit)
– The trader might in turn on-sell part of this to manage own risk 

profile or take profit 

• A more complex example is buying an option to buy power from the
German generator


