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ASX RESPONSE TO TRANSMISSION ACCESS REFORM CONSULTATION PAPER 

ASX welcomes the opportunity to make a submission in response to the Australian Energy Market Commission’s 
consultation paper on Transmission Access Reform. ASX’s comments are focused solely on Question 7, relating to the 
impacts of the hybrid model on financial markets.  

Background 

ASX is the primary energy derivatives exchange for Australia and New Zealand. ASX has a suite of energy contracts 
available across the Australian and New Zealand electricity and gas markets. All our electricity contracts are 
cash-settled, which enables physical markets participants to manage price risk, and non-physical participants such as 
banks and hedge funds to participate in the market without having to own the physical commodity.  

Electricity futures contracts play a crucial role in energy markets by providing a mechanism for price discovery and risk 
management. Electricity futures contracts aid decision making as they reflect the aggregate expectation of future fair 
value. The futures market aggregates information from various market participants, such as producers, consumers, and 
traders, to form a transparent forward price curve that reflects anticipated supply and demand conditions. The futures 
market also provides opportunities for both generators and retailers to hedge their exposure to price risk.  

Generators and retailers in the physical electricity market have three different options to manage price risk. They may: 

1) Remain unhedged and be fully exposed to spot price movements 
2) Use over-the-counter (OTC) bilateral contracting 
3) Use energy derivatives, such as ASX electricity futures and options 

There are various benefits to market participants using listed electricity derivatives (such as ASX electricity futures and 
options contracts as opposed to OTC contracting) including counterparty risk management, transparent pricing and 
market anonymity. There is also the added benefit of the large pool of liquidity that ASX offers, with ASX electricity 
volumes consistently accounting for 80-90% of all contracting volume in the Australian electricity market over the last 
few years.1 ASX electricity contracting is now consistently over 600% of underlying demand in the underlying regions in 
the National Electricity Market (NEM). The trading of electricity futures contracts on a public market enhances market 
efficiency by providing continuous feedback on market expectations and future price trends, leading to more informed 
decision-making across the market. 

In the 2022 Inquiry into the National Electricity Market Report, the ACCC identified access to exchange-traded and OTC 
hedging contracts as critical to allow electricity retailers and generators to manage their exposure to price and volume 
risk. The report also found that promoting access to, and liquidity in, financial markets is essential to maintaining 
competition in the wholesale and retail electricity markets.2 Additionally, the COAG Energy Council notes in Australia’s 

                                                                 

1 AFMA Australian Electricity Derivatives Turnover Survey. 
2 ACCC Inquiry into the National Electricity Market, November 2022 Report, page 2.  






