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• Scarcity pricing is central to market design. A strong and trustworthy market price signal 

incentivizes flexibility.

• Political and regulatory commitment to accept market price formation. If not, 

product innovation is hampered � e.g. EEX Cap- and Wind-Futures.

• RES support needs to be increasingly market-based through feed-in-premium or quota 

systems, with RES taking balancing responsibility.

• Large, cross-border bidding zones improve the efficiency of the power system by 

integrating markets. 

• Regional definition of security of supply � A purely national definition is neither 

adequate nor efficient.

• Coordinated RES support. Regional support schemes should be further encouraged. 

• No need for new arrangements for long term contracts. Well-established and liquid 

long-term derivatives markets already exist.

Requirements for the
New Energy Market Design
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Executive Summary 

Role of scarcity prices in the market design 

 Scarcity prices are an important ingredient to the market design. A strong and trustworthy 
market price signal is the key to incentivizing the required flexibility on power markets. 

 Market prices already reflect the availability of transmission capacity, which is incorporated 
into prices under market coupling and explicit auctions for transmission rights. 

 The development towards large, cross-border bidding zones supports the efficiency of the 
power system by integrating markets. 

 When scarcity prices are used to price flexibility, they create significant opportunities for the 
market. They improve operational performance, investment incentives, demand response, 
renewables market integration and transmission pricing. In markets with strong and reliable 
price signals, additional capacity mechanisms to incentivize investments are not required.  

 A clear commitment against regulatory interference in market price formation is needed. The 
price signal and the trust in the price formation mechanism are the basis for market actors’ 
decisions and also for new products developed to serve the need for flexibility. 

 A regional definition of security of supply is needed. In an increasingly integrated market with 
increasing cross-border energy flows, a purely national definition of security of supply is 
neither adequate nor efficient. 

Balancing markets 

 Before envisaging additional legal measures, the Network Code Electricity Balancing needs to 
be fully implemented and enter into force. 

 Cross-border access to balancing markets has to be promoted. However, there should be no 
reservation of capacities for the balancing timeframe. 

 A clear separation of intraday and balancing markets is needed in order to avoid market 
disturbances and arbitrage, and to deliver the right economic incentives to minimize access to 
balancing energy. 

Intraday markets 

 Smooth implementation of the agreed EU wide intraday platform goes hand in hand with a 
smooth implementation of the CACM governance. 

 Quick-wins should be facilitated to prepare the ground for the future intraday target model 
implementation.  

New long-term contracts 

 There is no need for new arrangements for long-term contracts between generators and 
consumers. Long-term contracts are already traded on well-established and liquid derivatives 
markets both on exchanges and the bilateral market.   

 There is no role for the public sector in enabling new contracts for generation capacity, as 
these would not provide additional benefits to the established, well-functioning markets. 
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Taxes and charges 

 The differences between national tax and levy schemes and/or the application of regulated 
prices create distortions that affect investment decisions for the industry. If the differences in 
retail price are not mainly driven by a difference in wholesale prices but by a difference in the 
regulated components, the market is prevented from delivering the right signals for 
investments. 

 Political choices may impact investment decision to a large extent since taxes and charges 
may have a bigger impact on the investment’s profitability than the genuine value of the 
commodity as observed on the wholesale markets. 

Integration of renewables into the internal market 

 Renewables support needs to be increasingly market-based through feed-in-premium or quota 
systems.  

 Support levels should be determined through competitive mechanisms. 

 The on-going reforms of the EU Emissions Trading Scheme will further strengthen investment 
signals for renewables. 

 Further steps are needed to integrate renewables support mechanisms with the existing power 
market.  

 Full market integration is most efficiently achieved by renewables support based on a payment 
per unit of capacity. 

 A more coordinated approach of renewables support is required and regional support 
schemes should be further encouraged.  

 Achieving the 2030 energy and climate targets will also require more coordination and the 
development of the proposed governance framework. The potential of Guarantees of Origin 
needs to be used more actively. 

Linking wholesale and retail markets 

 Several structural and regulatory elements hamper the development of demand-response 
measures. 

 The absence of time-of-use rates, which would be more incentivizing for demand response 
compared to flat rates, can be identified as an explanation. 

 Moreover high fixed costs render investments in demand-response measures more capital 
intensive than what was initially expected. Regulatory and market arrangements (i.e. capacity 
based remuneration) could improve investment conditions. 

Regional coordination of national policy making 

 The further setting, definition and execution of national oversight shall come under scrutiny 
whether they are in line with the goals and procedures imposed on the European level. 
Regulation at a European level requires flexibility. Adequate resources to fulfil the assigned 
tasks have to be provided.  

 As decisions with a cross-border, regional or even European dimension are concerned, they 
need to be taken by the same authority. Double regulation must be avoided. Emphasis needs 
to be placed on better regulation instead of more regulation. 

 Undue regulation needs to be prevented while decisions have to be verifiable and revisable. 
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Cooperation between System Operators 

 Regional Security Coordination Initiatives strengthen the overall efficiency of the internal 
market. 

 Further analysis should be conducted on which competences should rest with current national 
TSOs and which could be part of the tasks of a new, independent system operator. As a first 
step, a harmonized approach towards assessing risks to security of supply should be 
developed. 

 EEX and EPEX SPOT also advocate the cooperation of TSOs in relation to build and maintain 
the infrastructure needed for efficient and effective cross-border electricity trading. This 
includes cross-border incentives for grid expansion, coordinated on a European level.  

Adapting the regulatory framework 

 TSOs are natural monopolies and the regulation of ENTSOs needs to address this fact. 

 Future regulatory oversight need to provide clearly defined rules and roles for ENTSOs. 

 Transparency and public involvement need to be fostered in the future work of ENTSOs. 

 As far as market coupling is concerned, new governance rules for power exchanges are 
already foreseen in CACM Regulation. 

 These rules are promising and should be evaluated first before considering new regulations. 

System adequacy standards 

 A harmonized methodology to assess power system adequacy is required. 

 The appropriate geographic scope of a harmonised adequacy methodology and assessment 
should be at least regional. 

 An alignment of system adequacy standards would support an efficient single market. 

Opening capacity markets across borders 

 Cross-border participation in capacity mechanisms will have to be built upon market coupling 
with the predominant aim to maximize overall welfare and close TSO cooperation in order to 
work properly. 

 Any elements of a possible European framework have to be consistent with the Internal 
Energy Market and the electricity target model. Distortions of cross-border trade need to be 
minimized to avoid inefficiencies and higher costs for end-consumers. Capacity markets need 
to meet the criteria of being market-based (and market-wide), non-discriminatory and 
coordinated across borders.  

 In member states with mature energy markets, market-based reference prices shall be the 
dominant basis of decision making for market participants. 

 As the assessment of power system adequacy is concerned, EEX and EPEX SPOT believe 
that member states should have the final say. However, a harmonization of the type of 
measures/benchmarks should be considered for the sake of a better comparability of the 
different national standards. 
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The full response to the “New Energy Market Design” consultation is available at 

https://www.eex.com/download/en/93902 
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About EEX and EPEX SPOT, members of EEX Group 

 

The European Energy Exchange (EEX) is the leading energy exchange in Europe. It 

develops, operates and connects secure, liquid and transparent markets for energy and 

commodity products. At EEX, contracts on Power, Coal and Emission Allowances as well as 

Freight and Agricultural Products are traded or registered for clearing. Alongside EEX, EPEX 

SPOT (incl. APX-Belpex), Powernext, Cleartrade Exchange (CLTX) and Gaspoint Nordic are 

also part of EEX Group. Clearing and settlement of trading transactions are provided by the 

clearing house European Commodity Clearing (ECC). 

 

The European Power Exchange EPEX SPOT SE operates the short-term electricity 

markets for Germany, France, United Kingdom, the Netherlands, Belgium, Austria and 

Switzerland. Striving for the creation of a European single market for electricity, EPEX SPOT 

shares its expertise with partners across the continent and beyond. EPEX SPOT is a 

European company (Societas Europaea) in corporate structure and staff, based in Paris with 

offices in Amsterdam, Bern, Brussels, Leipzig, London and Vienna. More than 280 

companies trade 500 TWh of electricity on EPEX SPOT and APX every year – 40% of its 

countries’ electricity consumption. EPEX SPOT is held by EEX Group, part of Deutsche 

Börse, and European electricity transmission system operators. For more information: 

www.epexspot.com 

 

EEX Group provides the central market platform for energy, energy-related and commodity 

products and access to a network of more than 450 trading participants. The Group’s 

offerings extend to contracts for energy, environmental products, freight rates, metals and 

agricultural products listed on the European Energy Exchange (EEX), EPEX SPOT (including 

APX-Belpex), Powernext and Cleartrade Exchange (CLTX) as well as Gaspoint Nordic. 

Clearing and settlement of the transactions concluded or registered on the exchanges is 

provided by European Commodity Clearing, the Group’s central clearing house.  

EEX is part of Deutsche Börse Group. 
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