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‘The’ Electricity Market…
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…is a set of multiple markets
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Main Job: Ensure cost efficient usage of existing plant capacities
thereby setting investment incentives (for those relying 
on market revenues)

Design: DA and ID usually auction based (time constraint)

either as exchange
(simple bids, 
many EU markets) 
or pool (complex bids,
many US markets)
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Energy Markets

Source: EPEXSPOT
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A look back and forward

Future/Forward prices 
represent the markets 
expectations about the 
future spot market price 

Source: EPEXSPOT, VIK
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…and expectations change over time!

Source: VIK, EEX
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Intra-Day

Source: EPEXSPOT



Main Job: Ensure availability of available capacity for short term 
system stability (responsibility of System Operator)

Design: way too many…
Often split in an provision price (for the ‘stand-by’ 
service) and an energy price (for the actual call-up)
Pay-as-bid and uniform pricing rules
Timing varies greatly (often weekly and daily)
Symmetric and positive/negative bidding structures

 Energy and balancing are coupled via ‘opportunity costs’ 
(going on one market limits your activity on the other)
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Balancing Markets
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Pick Your Market Design

Imbalance Pricing

Papageorgiou, et al. (2016)

Ocker, et al. 2016

Balancing Provision
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Going Cross Border

Main Job: Ensure efficient usage of transmission capacity 
between regions

Design: Normally linked to energy markets (market coupling)
Uniform, zonal or nodal pricing option for 
accounting of network constraints

Source: Clear Energy Wire, 
Breaking Energy, PJM



After initial local 
cooperation (i.e. 
Benelux trilateral 
market coupling) 
cross-border 
trading rules are 
harmonized across 
Europe

 Price Coupling of
Regions
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Europe is finally integrating

Source: EEX PCR
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