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Price indices are a vital part in commodity markets to help pricing energy 

commodities and energy commodity derivatives very closely to reality of the 

underlying energy markets. They are used as reference prices, which enable 

sustainable risk management of energy companies and help increasing the liquidity 

especially of still developing wholesale energy markets as they give particularly 

new market participants a reliable orientation about the value of specific long term 

or short term energy products.  

The European Federation of Energy Traders (EFET)1 fully supports the European 

Commission’s view that benchmarks should not be subject to conflicts of 

interest, should reflect the economic reality that they are intended to measure 

and be used appropriately.  

                                                      
1
  The European Federation of Energy Traders (EFET) promotes and facilitates European energy 

trading in open, transparent and liquid wholesale markets, unhindered by national borders or other 
undue obstacles. EFET currently represents more than 100 energy trading companies, active in over 
27 European countries. For more information, please refer to: www.efet.org. 
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Before deciding on its next move to develop a more nuanced approach to regulate 

market benchmarks, EFET calls upon the European Commission to take into 

account its already existing legislative proposals on market abuse and new 

transparency requirements (foreseen under the scope of e.g. EMIR, MiFID, MAD/R, 

national transparency regulation such as the German Market Transparency Agency 

Act),  In particular, the recently amended proposals of the Market Abuse Directive 

by the European Commission represent a critical step in qualifying any 

manipulation or attempted manipulation of benchmarks as clearly and 

unequivocally illegal.  

EFET takes the view that the European Commission should therefore encourage 

good governance and independent assurance on market benchmarks through a 

(market-led) self-regulation by index or benchmark operators, provided such 

self-regulation meets appropriate standards and brings resulting benefits in terms of 

benchmark quality, data collection, transparency. 

An EU policy instrument should be considered for those circumstances where 

market demonstrated that self-regulation by index providers is not sufficient to 

uphold the integrity and credibility of indices and preserve market confidence. 

Potential new rules should be coordinated at the European and global levels to 

ensure consistent, transparent and sound practices, and seek regulatory 

convergence with the existing regulatory initiatives (e.g. regulatory reviews 

undertaken by IOSCO). 

By subjecting benchmarks setting to regulatory oversight and mandating 

participation, EFET acknowledges a high risk to discourage market participants 

to deliver data in voluntary fashion for indices/benchmarks purposes, and thus 

hinder market maturity, particularly in the context of markets with tight liquidity. In 

case production and use of indices becomes a regulated activity and regulation is 

too granulated, the costs for providing indices may become too high. The absence 

of pricing data would be particularly counter-productive and detrimental for 

emerging markets (e.g. the European gas market). Any potential supervisory 

framework aimed at governing the production and use of benchmarks should 

therefore be justified on cost benefit grounds and carefully calibrated so as not 

to damage markets. 

In any event, should the European Commission consider a specific regulatory 

framework for the production and use of indices, any such new rules should focus 

on the index providers rather than the submitters/market users. 

In light of the above, EFET appreciates the opportunity to respond to the 

consultation of the European Commission from the perspective of use of indices in 

energy commodity markets, and sets out its detailed views further below.  
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Chapter 1. Indices and Benchmarks: What they are, who 

produces them and for which purposes 

 

 

1. Which benchmarks does your organisation produce or contribute data 

to?  

 

Most of the commodity trading desks of EFET members provide index providers 

with information on trading volumes, prices, bid/ask quotes etc. There is a wide 

range of different index types used in energy wholesale markets, ranging from 

weather and freight indices, to specific energy related indices on hard coal, fuel oil, 

gas and power and financial market indices like LIBOR, EURIBOR, DAX etc. 

Please find below an exemplary, non-exhaustive list which shows provided indices: 

  

Power:  

 Adjusted Gas Price Index & Spark Spread Index by Argus and N2EX 

(Nordpool), French/German Power Indices by EEX, NL and UK 

power index by APX/ENDEX,Power index by N2EX 

Gas:  

 Volatility Index by Heren, European Gas Daily and LNG Daily by 

Platts  

 

Carbon:  

 ICE, EEX, Nordpool, ICIS 

 

Coal and Freight:  

 API#2, API#4, API#5, API#6, API#8, McCloskey Sub-bit index, ICI-1, 

ICI-2, ICI-3, McCloskeys Marker/Argus’s Marker 

 

Biofuel Trading:  

 Endex Industrial Wood Pellet Index, Argus Industrial Wood Pellet 

Index 

 

Oil and oil products: 

 A range of benchmarks are produced by ICE, CME, Platts, Argus 

and these are widely referenced in forward/ futures transactions. 
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2. Which benchmarks does your organisation use? What do you use 

each of these benchmarks for? Has your organisation adopted 

different benchmarks recently and if so why?  

 

In general, energy traders use those indices they provide with data (see response 

to question No. 1) in order to price hedging commodity products and commodity 

derivatives on a regular basis. Furthermore, commodity prices are often coupled 

with indices (floating-for-fix). For example, prices for power or gas supply for a 

specific period of delivery are often coupled with contractually agreed indices. One 

of the most popular indexations is the coupling between long term gas contracts 

and Rheinschiene crude oil price. 

 

Especially in markets with a low level of liquidity such as the European gas market 

indices serve as an indispensable orientation particularly for small and medium-size 

enterprises.  The development of price indices influences the business activity of 

each trader in commodities, a fuel supplier or a generator to fulfil his delivery 

obligations. 

 

The usage of benchmarks differs by the commodity type and by interconnection of 

the commodity markets with other neighbouring markets. In illiquid markets 

benchmarks together with other market information (e.g. depth, volume, link to oil 

price etc.) are necessary for marking-to-model purposes and understanding market 

trends.  

 

 

3. Have you recently launched a new benchmark or discontinued existing 

ones?  

 

No. As EFET does not construct or provide indices for commodity markets we are 

not in the position to answer this question.  

 

 

4. How many contracts are referenced to benchmarks in your sector? 

Which persons or entities use these contracts? And for which 

purposes?  

 

Approximately 85 to 90 % of all forward/future contracts in energy wholesale 

markets are based on indices. Also, treasury departments of many energy 

companies conclude and deal with index-related contracts to hedge their currency 

risk.  
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5. To what extent are these benchmarks used to price financial 

instruments? Please provide a list of benchmarks which are used for 

pricing financial instruments and if possible estimates of the notional 

value of financial instruments referenced to them. 

 

Apart from indices other market data play also an important role. We are not able to 

name specific figures how many financial instruments among our member 

companies exactly refer to benchmarks. 

 

 

6. How are benchmarks in your sector set? Are they based on real 

transactions, offered rates or quotes, tradable prices, panel 

submissions, samples? Please provide a description of the benchmark 

setting methodology. 

 

To our knowledge benchmarks in commodity markets are based on real 

transactions, offered quotes of bids and ask and panel submissions. 

 

 

7. What factors do you consider to be the most important in choosing a 

reliable benchmark? Could you provide examples of benchmarks 

which incorporate these factors? 

 

In our view the two main factors to choose a specific benchmark is the rate of real 

data and the transparency of the way how this benchmark is set up. Benchmarks 

should be as realistic as possible.  Good governance of a benchmark assessment 

process and around the physical market infrastructure and a non-intrusive but 

stable political environment in the relevant jurisdictions are also important. 

 

 

Chapter 2. Calculation of Benchmarks: Governance and 

Transparency 

 

8. What kinds of data are used for the construction of the main indices 

used in your sector? Which benchmarks use actual data and which 

use  a mixture of actual and estimated data? 
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Most of the indices in energy wholesale markets use actual data of all closed 

trades, samples of open trade positions and the request of bids and offers. In 

illiquid markets index providers also process estimated data. 

 

 

9. Do you consider that indices that do not use actual data have 

particular informational or other advantages over indices based on 

actual data?  

 

In our view, the opposite is the case. Indices based on actual data due to the high 

liquidity of the market are more accepted than those based on assumptions. 

However, we accept that in less liquid markets the efforts and related costs to 

collect transaction data from market participants might be prohibitive.  

 

 

10. What do you consider are the advantages and disadvantages of using 

a mixture of actual transaction data and other data in a tiered 

approach?  

 

One of the main purposes to use indices in commodity markets is to get information 

about trends in order to take the best commercial decision for the company, in 

particular to hedge its commodity price risks. For this reason, it can be very helpful 

to give a mixture of actual data and proxies in order to get a full view of the market 

situation, although the traders acknowledge that the real situation might differ 

slightly from the assumption in some parts of the forward curve (where only proxies 

are available). 

 

 

11. What do you consider are the costs and benefits of using actual 

transactions data for benchmarks in your sector? Please provide 

examples and estimates.  

 

The costs of collecting trading data differ a lot in case of small or big data 

catalogues, data formats, collecting authorities besides index providers and 

timelines. The costs of delivering actual data are fairly bearable when the same 

data format is used both for providing index providers and authorities for 

supervising reasons. The costs for market participants are even less if multilateral 

or organized trading facilities report data of closed transactions to index providers. 

Actual data either on transactions or fundamentals help energy firms to evaluate 

correctly the situation of the market.  

 



 
 
 
 
 
 
 
 

7 
 

At the moment, it is difficult to quantify the costs related to reporting data to different 

stakeholders (index providers, national and European regulatory authorities, own 

transparency platforms etc.). Many different legislative acts on transparency and 

reporting obligations are under way. The Regulation for Energy Market Integrity and 

Transparency (REMIT), the European Market Infrastructure Regulation (EMIR), the 

Market Abuse Regulation (MAR), the Directive and Regulation on Markets in 

Financial Instruments (MiFID II/MiFIR) and several national legislative proposals on 

data collecting and disclosure (Market Transparency Agency Act in Germany, 

similar proposals in Italy, France and Poland) may lead to a data overflow and are 

very burdensome for market participants. Future regulation of reporting to 

benchmark providers should not duplicate existing regulations foreseeing trade 

data reporting.  

 

 

12. What specific transparency and governance arrangements are 

necessary to ensure the integrity of benchmarks? 

 

In order to ensure the highest possible integrity and reliability of benchmarks a 

qualified independent party should calculate the benchmarks. The members of this 

party should be made public and should be obliged to undergo a thorough 

investigation and suitability test to qualify for this task. As firms’ commercial 

procedures with many sensitive data require the highest standards of IT security 

and confidentiality, these standards should also apply when data is submitted. A 

clear indication if the benchmark relies on actual data or proxies is also very 

important for market participants to estimate correctly the situation of the concerned 

market. 

 

Also, the calculation method of the benchmark should be published to make it easy 

for everyone including supervisory authorities to understand how the benchmark 

was set up.  

 

Amongst the specific measures which should be put in place as part of benchmark 

governance, ensuring appropriate seniority of and remuneration for relevant staff, 

having an appropriate process for handling complaints with provision for escalation 

to an independent external party, making appropriate consultation with 

stakeholders when introducing changes to methodologies or processes, 

maintaining systems and controls which ensure reliable daily operation and 

observing a transparency of methodology and of the operation and application of 

judgement are all significant factors which should be included. 

 

 

13. What are the advantages and disadvantages of imposing governance 

and transparency requirements through regulation or self-regulation?  
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When it comes to regulating benchmarks by introducing complex transparency 

requirements (as seen in EMIR, MiFID and national transparency regulation like the 

Market Transparency Agency Act) there is a high risk to discourage market 

participants to deliver (voluntarily) data for index purposes and thus to hinder the 

way to more maturity especially in illiquid markets. This self-defeating consequence 

could be eluded by encouraging index providers to self-regulate the process of 

reporting trading data and being transparent about it. Thus, it would be worthwhile 

to wait with a regulation on European level until the market has capaciously shown 

that self-regulation by index providers is or is not sufficient and uncertainties and 

intransparency disappears or remains in the market. The recent IPRO Code 

released by Argus, ICIS and Platts shows clearly how a price reporting code for 

independent price reporting organisations could look like in order to ensure high 

standards and principles of good governance. We note the recommendations of 

IOSCO in relation to oil price reporting agencies direct the pursuit of such an 

approach. If in due course it transpires that self-regulation has not worked 

satisfactorily, then it would be appropriate to consider further measures designed to 

ensure appropriate standards are achieved, provided these can be justified on 

costs vs. benefit grounds.   

 

In the context of the LIBOR and EURIBOR scandal, several of our member 

companies already set up a code of conduct to enable the company to comply with 

the relevant legal provisions regarding information and data submissions to index 

providers. With these codes of conduct, market participants oblige themselves to 

submit data to index providers as reliable as possible, reflecting the prevailing 

market situation from the perspective of the business units transacting the 

respective markets. Furthermore, code-dedicated companies must be transparent 

towards every index provider about the methodology used to arrive at such data 

submission. 

 

 

14. What are the advantages and disadvantages of making contributing 

data or estimates to produce benchmarks a regulated activity? Please 

provide your arguments.  

 

In terms of market integrity, reporting and transparency requirements for 

contributors in the EU energy markets (gas and power) to index providers relevant 

European legislation is already in place, deemed sufficient and should not be 

duplicated. REMIT deals with the disclosure of inside information and obliges 

energy trading companies to fulfil the requirements to make inside information and 

fundamental data public. Transmitting additional data to index providers should fully 

remain on a voluntary basis in order to encourage all market participants to help 

mapping the optimum market overview which serves everyone when it comes to 
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trading decisions. Outside the internal policies and procedures that contributors 

have in relation to participating to the data gathering process, no imposed 

regulation is needed. 

 

 

15. Who in your sector submits data for inclusion in benchmarks? What 

are the current eligibility requirements for benchmarks’ contributors?  

 

In our experience, market participants (covering a representative range of 

participant types) are contacted directly by index providers (platforms operators, 

brokers and price reporting agencies) either by email or phone to deliver data on a 

daily, weekly or monthly basis. Many of our member companies have agreed on a 

special code of conduct. According to this codes companies commit to transparent 

and equal data submissions, to clarity about the methodology of the data and to 

proactively inform the index provider in case the methodology to arrive at a data 

submission changed. Furthermore, any data submission to an index provider must 

be provided in a recorded fashion, such as over a recorded telephone line or via 

email. In case of disputes the codes also included specific notification 

requirements.  

 

 

16. How should panels be chosen? Should safeguards be provided for the 

selection of panel members, and if so which safeguards? 

 

It is important to map the commodity market with its specific character, proportions 

and volume. For this reason, the selection of panel members should reflect as 

precisely as possible these features.  

 

 

17. How should surveys of data used in benchmarks be performed? What 

safeguards are necessary to ensure the representativeness and 

integrity of data gathered in this way? 

 

Data/benchmark publishers should be invited to perform a self-evaluation with 

regard to their data collection process in terms of market relevancy, collection 

process and aggregation process, and communicate about the results to those 

market participants that contribute to the data collection. This transparency would 

help to foster confidence in the reliability of the publishing agencies. 
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18. What are the advantages and disadvantages of large panels? Even in 

the case of large panels could one panel member influence the 

benchmark?  

 

The size of the panels is subordinate in case when a market is fairly concentrated 

and does not consist of many market participants. The realistic depiction of the 

market reflecting its characteristics is much more important for the users of 

benchmarks. In terms of arbitrage effects, by nature large panels minimize the risk 

that one single contributor may influence the benchmark. This circumstance may be 

reduced by excluding extreme values at the bottom and the top of the curve.  

 

 

19. What would be the main advantages and disadvantages of auditing of 

panels? Please provide examples.  

No answer. 

 

 

20. Where indices rely on voluntary contributions, do you consider that 

there are factors which may discourage the making of these 

contributions and if so why?  

 

Too prescriptive and detailed legislative requirements may discourage market 

participants to contribute to indices as they most likely imply a significant and non 

negligible implementation cost (timing, effort and process-wise) for the respective 

market participant, certainly in circumstances where additional information or 

different processes for providing such data are requested on top of the existing and 

already cumbersome regulatory transparency obligations under EMIR, REMIT and 

others (see also our answer to question No. 13). In some cases, counterparty 

requirements relating to a particular jurisdiction may include confidentiality for a 

particular transaction.  It is important for maintaining market liquidity, particularly in 

low liquidity or nascent markets, that it remains possible for a transaction to be 

conducted with confidentiality. 

 

 

21. What do you consider to be the advantages and disadvantages of 

mandatory reporting of data? Please provide examples.  

 

EFET believes that contributing data should remain on a voluntary basis. Please 

see also our answer to question Nos. 13 & 20. 
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22. For entities contributing to benchmarks which are regulated by 

financial regulation, what would be the advantages and disadvantages 

of bringing their benchmark submissions under the scope of this 

framework?  

 

The overall framework of current and proposed regulation (e.g. MAR/D, MiFID II) 

already contains sufficient provisions to address this matter without the need for 

additional regulatory requirements imposed upon these data submitting entities. 

 

The disadvantage would be the additional incremental compliance burden and 

associated cost. There may be benefit from conforming standards and increased 

confidence of oversight by a public authority – but the oversight would have to be 

justified on cost benefit grounds and carefully calibrated so as not to damage 

markets.  

 

 

23. Do you consider that responsibility for making adjustments if 

inadequate data is available should rest with the contributor of the 

data, the index provider or the user of the index?  

 

The adjustments (if any are necessary) should be made by the contributor but only 

after being informed of the inaccuracy by the index provider. The contributor is 

closer to the market and acknowledges data inaccuracy either himself right after 

reporting the inadequate data or after being approached by the index provider. In 

case the contributor sent inadequate data and realizes afterwards the missing 

correctness he should have the right to amend the data. The index providers should 

make the change public as soon as possible.   

 

 

24. What is the formal process that you use to audit the submissions and 

calculations? 

No answer. 

 

 

25. If there are any weaknesses identified in the audit, who are they 

reported to and how are they addressed? Is there a follow up process 

in place?  

No answer. 
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26. How often are submissions audited, internally or externally and by 

what means? Do you consider the current audit controls are 

sufficient? What additional validation procedures would you suggest?  

No answer. 

 

 

27. What are the advantages and disadvantages of a validation 

procedure? Please provide examples.  

No answer. 

 

 

28. Who should have the responsibility for auditing contributed data, the 

index provider or and independent auditor or supervisor?  

No answer. 

 

 

29. What are the advantages and disadvantages of making benchmarks a 

regulated activity? Please provide your arguments.  

 

Please see our answer to question Nos. 13 and 22. 

 

 

30. Is it possible and desirable to restrict the use of benchmarks? If so, 

how, and what are the associated costs and benefits? Please provide 

estimates.  

 

In our view, it would not serve the market if the use of benchmarks is restricted. 

Especially in illiquid and immature markets benchmarks are absolutely vital to give 

market participants an orientation how to price financial instruments and how are 

the trends of the markets. 

 

 

Chapter 3: The Purpose and Use of Benchmarks 

 

31. Should specific benchmarks be used for particular activities? By 

whom? Please provide examples.  

 

We do not have an opinion on this question. 
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32. Should benchmarks developed for wholesale purposes be used in 

retail contracts such as mortgages? How should non-financial 

benchmarks used in financial contracts be controlled?  

No answer. 

 

 

33. Who should have the responsibility for ensuring that indices used as 

benchmarks are fit for purpose, the provider, the user (firms issuing 

contracts referenced to benchmarks), the trading venues or 

regulators?  

 

Whilst all parties have responsibility to ensure that the index they publish/ use/ 

verse is fit for purpose, primary responsibility should lie with the index provider as it 

is responsible for the data gathering, assessment and publication of the index. 

 

 

Chapter 4: Provision of Benchmarks by Private or Public 

Bodies 

 

34. Do you consider some or all indices to be public goods? Please state 

your reasons.  

 

In our opinion indices which are made public are per definition already public goods 

and should be free to be used by all market participants.  

 

 

35. Which role do you think public institutions should play in governance 

and provision of benchmarks?  

 

Public bodies should not substitute private index providers and their indices, but 

their provision of benchmarks are helpful to complete the optimum overview of 

commodity markets. For market participants it is necessary to use as many 

benchmarks as possible to make their commercial decisions based on the real 

market situation. For this reason, it is helpful to have also public bodies in the group 

of index providers.  

 

 

36. What do you consider to be the advantages and disadvantages of the 

provision of indices by public bodies?  
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In our view, there are only advantages to have public bodies among the group of 

index providers. Please see our answer to question No. 35. 

 

 

37. Which indices, if any, would be best provided by public bodies?  

 

We do not have a particular opinion on this question. 

 

 

 

Chapter 5: Impact of Potential Regulation: Transition, 

Continuity and International Issues 

 

38. What conflicts of interest would arise in the provision of indices by 

public bodies? What would be the best way of avoiding these conflicts 

of interest?  

 

Both public bodies and private companies can potentially be exposed to conflicts of 

interest; the key issue is to manage them.  Accordingly public bodies should also be 

obliged to comply with all necessary legal provisions to avoid misuse of data, to 

provide indices based on correct data and to ensure the competence of calculating 

indices and transparency regarding the methodology used.  

 

39. What are the likely transition challenges, costs and timelines for 

relevant benchmarks? Please provide examples. 

 

As the consultation paper is still blur on the exact framework for new benchmarks 

and converted benchmarks it is difficult to estimate the costs for index providers 

and users. Especially in commodity markets with its long terms of contracts (often 3 

years, sometimes even up to 10 years e.g. fuel and metals contracts) today’s 

benchmarks will persist in existing long term contracts for quite a long time. Costs 

deriving from changing these contracts into those with new benchmarks may be 

enormous especially when it comes to the implementation of new methods and 

processes to evaluate open positions, and staff training.   

 

 

40. How do you consider that the adoption of new benchmarks could be 

ensured? Is this best framed in terms of encouraging or mandating the 

use of particular benchmarks? 
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As mentioned in answer to question 39 energy commodity markets are 

characterized by fairly long terms of contracts, in particular in the natural gas 

sector. For this reason, it is necessary to ensure long transition periods in order to 

make sure that the shift from old to new benchmarks does not distort the market 

and does not result in undue burden for market participants.  

 

 

41. How can reforms of the regulation of benchmarks be most easily 

implemented? 

 

The reforms might be regulated either through self-regulation by the index providers 

(see our answer under N°A3) or a regulation but definitely with long and smooth 

transition periods. Given that some markets operate both within and outside of the 

EU, we encourage international co-ordination of proposals wherever possible. 

 

 

42. What positive or negative impacts, if any, do you see on small and 

medium-sized enterprises of the possible regulation of indices, and 

how could any negative impacts be mitigated? 

 

Depending on the scope of possible regulation of indices, the impact for SMEs and 

large enterprises should in principle be similar with respect to the use of and 

transition towards (new) benchmarks. If new regulation would however also impose 

the mandatory provision of data, than the implementation costs for SMEs will be 

even more significant than for large enterprises. In this respect it should be noted 

that any market participant should be treated equally. 

 

 

43. Are there other impacts which should be considered? If so please 

specify the nature of these impacts and provide evidence. 

No answer. 

 

 

44. In which countries are benchmarks used in your sector produced? 

From which countries are data used for the production of benchmarks 

in your sector sourced? In which countries are benchmarks used in 

your sector used? 

 

Benchmarks in energy commodity markets are produced and used in all countries 

with liberalized and free energy markets around the globe. Also, in some countries 

that have less liberalized, tariff-like prices, governments set energy prices on the 

basis of energy benchmarks. As our members do not act as index providers we 
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cannot make any statement about the number of countries where data comes from 

for each index.  

 

 

45. Are there non-EU benchmarks which could serve as substitutes? Are 

there non-EU benchmark providers which could produce similar 

benchmarks? 

 

Non-EU benchmarks would in general not help market participants very much to 

get reliable information of market trends in EU energy markets as the European 

markets are only similar to some characteristics of non-EU markets (e.g. California, 

Norway) but not really comparable due to history, volume, structure of public and 

private market participants etc.  

 

Some of our members however are active in oil markets which are largely global 

and where alternative/ substitute benchmarks may be available. While we 

acknowledge that some energy markets like petroleum and coal are global in 

nature, regional specificities imply that non-EU benchmark have a limited 

applicability. 

 

 

46. Are there international benchmarks which could serve as substitutes 

for national benchmarks? 

 

 
See our answer to question No. 45. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


