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Review and Consultation of various FTR related methodologies and 

developments. 
 

emhTrade is a proprietary investment company specialising in electricity derivatives. We are a participant 

in the New Zealand electricity market and hold a number of FTR positions through brokerage firm OM 

Financial.  

 

We appreciate the opportunity to respond to consultation by the Clearing Manager (CM). Please see our 

responses to questions and additional feedback below. We have recently provided a submission to the 

FTR manager in response to consultation on the 2014 FTR Allocation Plan which it may be useful to 

consider in conjunction with this submission. 

 

If you have any further questions about this submission please do not hesitate to contact me at 

stu.innes@emhTrade.com 

 

Regards, 

Stuart Innes 

 

Do you support the CMs recommended change to the existing Option Product Daily Settlement 

price assessment methodology including the introduction of a minimum DSP value?  

 

Yes. 

 

Do you agree that apart from the change as stipulated above, no further changes are required?  

 

Yes, but we would also like to see active promotion of secondary trading as way to ensure more granular 

and accurate DSP setting. 

 

Do you agree that the Initial Margin calculation methodology for Obligation products should 

remain unchanged at this stage?  

 

We agree with the proposal. We don’t believe there are enough data points in the analysis to provide 

evidence to support a change to long/short categorisation.  

 

However, we would suggest an additional tier to the current 3 tier methodology (Summer, Winter, > 5 

Months). It would improve efficiency by reducing capital costs to participants if a 4th tier were added, 

which related to FTRs where final prices had been published but were not yet settled.  

 

The volatility in these products should be zero and therefore there should be little to no need for the CM 

to hold an Initial Margin. This approach would be consistent with ASX futures that have expired but not 

yet settled and would reduce the capital costs of participants and potential new entrants to the FTR market. 

 

With respect to using futures data for non-futures based nodes, do you agree that option 2, as 

above, is the most appropriate methodology?  

 

Yes, but note that this methodology is far from perfect. We believe that market prices are a far better 

indicator and thus more frequent FTR trading will lead to more accurate and efficient credit risk 

management by the CM. For this reason we strongly encourage more frequent FTR auctions as per our 

recent submission to the FTR Manager. 

 

Do you support the CM’s approach of: 

a. Greater use of inter-related market evidence? And 

b. Delaying implementation of a greater use of inter-related market data until required 

changes are in place? 
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We strongly support the use of inter-related market evidence. DSPs that do not imply simultaneous 

feasibility across products undermine confidence in the accuracy of the clearing process. 

 

Do you agree with the CMs recommended change to the assessment methodology to handle 

multiple hubs/node?  

 

Yes, and again note the benefits that more frequent price setting trades would bring to the market in 

regards to accuracy of daily pricing. 

 

Do you agree with continuance of the current product off-setting methodology as explained in 

option 2?  

 

No, we would prefer to see indirect offsetting which would more accurately reflect the credit risk of each 

market participant. Failing to adopt an indirect approach may reduce liquidity in reconfiguration auctions 

once multiple nodes are available as participants will face additive margin requirements when selling ‘legs’ 

of their unwanted FTR holdings. 

 

Do you agree with the CMs proposed treatment as stipulated above with respect to reconfiguration 

auctions? 

  

Yes. 

 

Do you agree with the requirement for a change in 13.249 of the Code as stipulated above? 

  

It is not clear from the consultation paper exactly what this change would entail although in principle we 

support it. 

 

Are you satisfied with the treatment of extended assignments as proposed above? 

  

Yes 

 

Do you agree that the introduction of sloped bids require no changes to the CMs methodology? 

 

Yes, although we are not supportive of the introduction of sloped bids as a substitute for multiple offer 

tranches. 


