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• After a long period of low prices, EUA prices have 
increased considerably in two stages:

• In 2018, following agreed reforms for the fourth 
trading period (more stringent cap, MSR)

• In 2020/2021 following the adoption of the Green Deal 
targets and enshrining them into the European Climate 
Law

• Following the invasion of Ukraine by Russia and 
associated turmoil on global energy markets, the EUA 
market has exhibited price jumps and volatility
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• Since 2018, additional and new financial 
actors have entered the market

• Concern: “buy-and-hold” strategies of 
financial actors might “squeeze / corner” 
the market and lead to excess volatility
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• No indication of major abnormalities/ issues regarding functioning of the 
ETS

• Increased monitoring and market oversight needed

• Provide overview of the role of financial actors in market for EUAs
• Update ESMA’s analysis using more recent data (up until September 2022)

• Literature review
• Quantitative analysis of market data (price data, COT reports)
• Interviews with a range of market experts and stakeholders
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    Compliance  

       Entities 

Utilities Industrials 

    Financial  

        Actors 

Intermediaries 

e.g. banks, credit institutions, 

brokers, investment firms 

Speculators & Investors 

e.g. hedge/pension funds, 

trusts, retail investors 



7Presentation for the ITRE committee



8Presentation for the ITRE committee



9

• Historical volatility (5 day rolling 

standard deviation) shows no 

clear increasing trend since 2018
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• Compliance entities (non-financial actors) tend to hold 
long positions to hedge their carbon exposure

• Financial actors tend to hold short positions and provide 
hedges to compliance entities

• Following the price drop and extreme volatility in Feb 
2022: open positions decreased (reasons: uncertainty, 
margin calls)

• No overall increase in speculation, but some evidence 
that “excess” speculation increased

• “Excess” speculation behaviour can be exhibited by 
financial and non-financial actors

• To date, this is hard to measure
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• Financial operators have been important for the market of EUAs since 
the start of the ETS 

• They provide many beneficial services, e.g., intermediation, liquidity 
provision, market intelligence

• Since prices have increased, the market has become more attractive for 
speculation

• Short-term speculation
• Debate regarding (potentially) detrimental effects
• If algorithms are used, market for EUAs may be linked to volatility in 

other markets
• Long-term speculation (“buy-and-hold”)

• Can disrupt market if it happens at a major scale
• Current volumes held are small, no definite trend recognisable
• Investment strategies must be further monitored
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• EUA prices have recovered since Feb 2022, but high volatility; difficult to 
relate prices to market fundamentals

• Overall trend in volatility (2018-22) is stable
• Increase in number of financial and non-financial position holders of 

EUA derivatives since 2018
• However, aggregate number of open positions has been stable and 

declined in recent months
• Some indication that “excessive” speculation is increasing (could be 

due to behaviour of financial and non-financial actors)
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• ETS design: ambition, cap, 
stability mechanisms and 
other design elements

• Regulation of the EUA 
market and market 
participants actions on the 
market

• External developments: 
Economic, geopolitical and 
others
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• Increase comprehensiveness and quality of data; increase accessibility 
of data and data analyses

• Increase guidance for COT reporting to avoid misclassification and 
retroactive updates

• Set up an independent market authority for centralised data collection 
and monitoring of price manipulation

• Consider / prepare position limits restricting the number of shares/ 
derivative contracts one entity can possess

• Strengthen the MSR by introducing dynamically declining thresholds
• (Introduction of a price-based mechanism could provide reliable signal 

to investors and reduce incentive for speculation, but politically VERY 
HARD to set the efficient price level)
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