FERC Course on Financial and Energy Market Trading

Draft Outline

I. Introduction 

II. The relation between financial markets and the underlying physical markets 

A. Historical perspective – Stock market crash of 1987, energy price spike following cold weather in late 1980s, Gulf War energy price volatility.

B. Questions raided during these “crises”

1. Does volatility in futures/derivatives markets cause volatility in the underlying cash market?

2. Do high prices in the futures/derivatives markets cause high prices in the underlying cash market?

3. To what extent can traders (financial traders) affect/manipulate prices in the underlying cash market?

4. Can policy actions in derivative markets affect prices in the underlying cash market?

5. What is the nature and role of “market linkages” between cash and derivatives markets?

C. Role of regulators

1. What is the role of regulators of cash and financial markets?

2. What regulatory oversight is needed and why?

III. Financial markets in energy 

A. Trading cash, trading derivatives 

B. Futures markets; what they are; how they work

C. Energy derivatives markets – role, value, new products

D. Overseeing futures markets (the role of the CFTC in preventing manipulation in the futures and cash markets – silver)

IV. The cash market for electricity 

A. Industry structure, practices today 

B. Current barriers to competition in the electricity industry 

C. Effect of policies on the price of electricity, with examples from other industries 

1. Cash market policies

2. Policies affecting trading, financial markets

