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Market power – Different Definitions
● OECD: "Market power refers to the ability of a firm (or group 

of firms) to raise and maintain price above the level that 
would prevail under competition is referred to as market or 
monopoly power. The exercise of market power leads to 
reduced output and loss of economic welfare. "

● US FTC : "market power as the ability of a single or several 
competing firms to set prices above their competitive level or 
consistently withhold supply to raise prices for their own 
benefit for a given period of time"

● EU : "dominant position", "‘a position of economic strength 
enjoyed by an undertaking which enables it to prevent 
effective competition being maintained on the relevant 
market by giving it the power to behave to an appreciable 
extent independently of its competitors, customers and 
ultimately of its consumers’ 
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Gaming, manipulation, fraud
● Gaming: "behaviour that circumvents or takes unfair advantage of 

Market Rules or conditions in a deceptive manner that harms the 
proper functioning of the market and potentially other market 
participants and consumers" (FERC)

● Fraud:  Fraud is a question of fact and is defined generally “to 
include any action, transaction, or conspiracy for the purpose of 
impairing, obstructing or defeating a well-functioning market.”

https://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&sid=5526e11f6adf72bcb980bf480b29c88e&rgn=div5&view=text&node=18:1.0.1.1.3&idno=18
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Indices
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Western Energy Crisis

https://www.rtoinsider.com/ferc-western-energy-crisis-pricing-umbrella-36591/
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Trading Strategies (!) - Enron Era

Energy Trading Strategies in California, Market Manipulation? *
https://link.springer.com/chapter/10.1007%2F0-387-23196-X_8
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Trading strategies

● Ricochet strategy involves scheduling exports on a 
day-ahead or hour-ahead basis and re-importing 
the power for sale in real time or out of market in 
order to evade price caps or reporting 
requirements.

● Underscheduling:  shifting demand from the PX 
market to the ISO real-time market, where prices 
were capped

● Fat Boy (or Inc-ing Load): Overscheduling load with 
the Cal ISO on a day-ahead or hour-ahead basis in 
order to be paid for excess generation in real-time

Energy Trading Strategies in California, Market Manipulation? *
https://link.springer.com/chapter/10.1007%2F0-387-23196-X_8
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Congestion Relief Strategies
● Congestion relief strategies: the ISO generally did not rescind 

congestion payments for energy flows that were not actually provided 
in real-time

● Load shift is a scheduling and bidding strategy designed to maximize 
the value of financial congestion compensations

● Death star: the ultimate source and sink for the energy are the same 
such that no energy need flow. The key is that one of these 
schedules is on a congested line in the opposite direction of 
congestion so that a congestion relief payment is received

● Wheel-out: when the schedules are submitted, the traders know that 
the line capacity is zero 12 and thus are certain that the schedules 
will be cut in real time. Due to this software flaw, the entity receives a 
congestion payment while never having to supply the energy.

● Non-Firm Export: scheduling a non-firm energy (energy not backed 
by reserves) export from California to earn congestion relief 
payments with no intention of actually exporting the energy.



  9 / 17

Ancillary Services

● Get Shorty: Get Shorty involves selling ancillary services short in the 
day-ahead ancillary services market with the hope of buying them back 
at a lower price in the hour-ahead market. The ISO tariff recognizes the 
buyback of ancillary services as a legitimate form of arbitrage. What 
differentiates Get Shorty from legitimate buyback is that the selling entity 
never possessed the reserve energy and had no intention of ever 
supplying it. For this reason, this is referred to as paper trading of 
ancillary services

● Selling non-firm as firm energy: Since firm energy includes ancillary 
services and non-firm energy does not, a seller of non-firm energy would 
be charged for ancillary services.

Energy Trading Strategies in California, Market Manipulation? *
https://link.springer.com/chapter/10.1007%2F0-387-23196-X_8
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E.On 2008

https://www.acm.nl/sites/default/files/old_publication/publicaties/16749_duso-e-on-case.pdf

http://ec.europa.eu/competition/publications/cpn/2009_1_13.pdf
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Iberdrola - 2013
● "Spanish Comisión Nacional de los Mercados y la Competencia 

(the national competition and markets authority) fined Iberdrola 
Generación €25 million for manipulating the Spanish wholesale 
electricity market."

● "between 30 November and 23 December 2013, Iberdrola 
engaged in a strategy of raising prices for its hydroelectric plants"

● Price €53/Mwh->€80-90/Mwh  (30 Nov -> 12 – 21 Dec) 

● 45 GWh dispatched at prices of around €70/MWh, with average 
daily prices at around €45-55/MWh, this reduced to 13 GWh per 
day over the period. Similarly, whereas at the end of November 
volumes of around 40-50 GWh at a price higher than €90/MWh 
remained undispatched, this increased to a volume of around 105 
GWh in December. This undispatched output remained in excess 
of the average day-ahead market price despite the fact that the 
day-ahead market price increased from around €53/MWh on 30 
November to about €80-90/MWh between 12 and 21 December"

https://www.twobirds.com/en/news/articles/2016/spain/spanish-authority-fines-iberdrola-25m-in-first-remit-infringement-decision
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Oil price rigging (Index manipulation)
● Platts comes up with its benchmarks after collecting 

information from traders via phone or instant message, 
focusing mostly on trades during the last 30 to 45 
minutes of the trading day, which traders call the "trading 
window. Each day after the market closes, it comes up 
with a benchmark price it considers the best 
representation of the value at the close." 

https://www.wsj.com/articles/SB10001424127887324682204578517064053636892
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Wash trade

https://eeg.tuwien.ac.at/eeg.tuwien.ac.at_pages/events/iewt/iewt2017/html/files/presentations/PR_84_S%C3%BC%C3%9Fenbacher_Wilhelm.pdf
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Spoofing

● "traders place orders without intending to execute 
them to try to move prices in their favor"

https://www.bloomberg.com/news/articles/2018-10-12/u-s-alleges-spoofing-of-futures-contracts-by-commodities-trader
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Cornering

● Cornering the Propane Market 
and Manipulating the Price of 
Propane

● Very common in commodities 
(metals etc)

● May go wrong!!

https://www.cftc.gov/PressRoom/PressReleases/pr5193-06

https://www.telegraph.co.uk/finance/newsbysector/industry/mining/8178976/From-Mr-Copper-to-Choc-Finger-Past-attempts-to-corner-commodity-markets.html
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Pump & dump

● Recently in cryptocurrency market

● "The organizer begins by selecting an obscure 
cryptocurrency and quietly accumulating it."

● "The organizer then announces that a pump operation is 
about to begin and that a randomly chosen 
cryptocurrency will be announced at a specific time."

● "At the specified time, the organizer reveals the chosen 
cryptocurrency"

● "When the price reaches its peak, a sell-off begins as 
participants attempt to make a quick profit at the expense 
of anybody unlucky enough to have joined the fun 
unwittingly or too slowly. All this activity takes place in just 
a few minutes."

https://www.technologyreview.com/s/612496/machine-learning-identifies-cryptocurrency-scams-before-they-happen/
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Questions?

www.barissanli.com
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