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Fixed Energy 
Purchasing

�¾ Currently 95%+ of all contracts are established through
fixed priced Retail Sector contracts.

�¾ Many companies are unaware of the options for flexible
trading or the RISK of using the established “tender”
methodology.

�¾ Minimum trading levels in the flexible markets preclude
entry to all but the largest power users in the UK.

�¾ Less than 5% of contract costs are negotiated in this sector
– some 95%+ of costs are not open to competition on the day
that you have decided to place your business.



�¾ Placing 100% of load on a fixed contract on ONE day opens
the customer to significant risk.

�¾ Contracts, once placed, cannot be amended as the Supplier
has committed itself to forward purchases at that price.

�¾ Additional “risk” management charges are applied to Retail
contracts and are hidden in the overall unit cost.

�¾ Timing is key and the whole market risk has now been
placed firmly at the door of the customer.

Volatile Energy Markets add RISK to market entry
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Flexible Energy 
Purchasing

�¾ Flexible Portfolio contracts in the Wholesale Market gives all
customers access to greater competition.

�¾ We are in control of market trades and can take advantage
of any seasonal benefits in price margins by de-aggregating
the load profile.

�¾ The “Lock & Unlock” facility allows us to buy & sell power,
thereby offering a more flexible vehicle through which we can
take advantage of movement in market prices.

�¾ Major companies, even Suppliers, buy power in this way –
why not adopt a similar methodology; it’s the future of power
purchasing.
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�¾ Looking ahead, matching price variations against seasonal trends,
supply & demand issues or world events, allows traders to identify
price opportunities and threats.

�¾ The management of RISK in a volatile market offers significant
benefits in the long-term view of market pricing.



Trader Screens – Spectron/GFI/ICAP/Prebon



Trading Strategy – “Virtual Cap”

�¾ The “Virtual Cap” strategy has been designed to 
offer budget security whilst maintaining the flexibility 
to trade.

�¾ Most companies, whilst wanting a good market 
price, don’t want to lay themselves open to market 
RISK.

�¾ The “Virtual Cap” allows companies to trade 
according to budget, whilst benefiting from final cost 
reductions in price before the contract term begins.

�¾ The following graphic offers an idea of how the 
strategy works in practice.



Trading Strategy - Lock and Unlock – Virtual Cap
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1. Trade to 100% hedged
2. Derive wholesale cost
3. Establish Virtual Cap %
4. Trade A - £3MW benefit
5. Reduce actual & cap
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7. Reduce actual & cap
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9. Actual hits cap – STOP!



In Summary – The “Virtual Cap”

�¾ Optimises risk managed procurement strategy by 
setting a “virtual” ceiling for costs whilst maintaining 
the flexibility to take advantage of market changes.

�¾ Controlled decisions, born out of a robust and 
defensible processes, drive the trading decisions.

�¾ Activity conducted under a Price Ceiling offers the 
benefit of budget clarity whilst retaining price 
flexibility.

�¾ Virtual Cap can be applied to any forward delivery 
period from one month to several years.
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