Energy trading is experiencing rapid
change and it can be difficult for ETRM
software to keep pace. Rachel Morison
finds out which issues software vendors
are tackling and what they expect next-
generation software to achieve
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ETRM software

urrent market conditions
are putting new demands
on energy trading and risk
management software.
In particular, increased price
volatility, credit risk and changing
regulations have all thrown up
new software requirements, and
heightened the need for integration
and real-time reporting.
To cope with unprecedented price
volatility, companies need improved
reporting and analytical tools to deal

with what if scenarios. Dealing more

There are very few
organisations, apart from
some of the banks, which get
an accurate and timely view
of credit risk or market risk.
There are definitely some
improvements to be made

David Edwards, Baringa Partners

: companies can manage and anticipate
. the impact of changing regulation.

: Being able to integrate real-time

: ETRM software with a company s
internal systems, and therefore

: manage risk in a proactive fashion, has
: become the number one requirement,

: say consultants and software vendors.

The Committee of Chief

- Risk Of cers has identi ed four

: components they believe should be

: part of all energy companies risk

¢ management functions: price risk

* management, credit risk management,
: operational risk management and

* regulatory risk management.

In the past, ETRM systems

: have provided mainly price risk
management, notes Michael

: Schwartz, chief marketing of cer

¢ for Triple Point Technology (TPT.)

Customers now require a system that

: provides all four of these components
: on an integrated basis, he says.

: Real-time reporting

: Most traders say they want real-time
: information to aid decision-making.
: ETRM software has traditionally

: been a transaction and data capture
| : system, but as real-time reporting

: has become part of the overall risk

: equation, companies want software

: that can look at mark-to-market

: valuations, check the impact of

: transactions and carry out stress
testing and modelling according to

¢ various price movement possibilities,
: all in real-time.

Real-time reporting as standard

is in every request we get, says

: Martin Thomas, product manager for
* Navita. Heightened volatility and the
¢ increased possibility of losing money

: quickly has stepped up the pressure on
: traders to make decisions in real-time.
: Therefore the need to understand

¢ your exact position has become

: paramount, he says.

To get an accurate picture of a

* company s exposure, consultants

: say the solutions need to go beyond

: transactions, trading and commodity
: contracts and incorporate assets that
: are impacted by these commodities.

¢ A natural gas producer or oil re ner
: will have assets that consume and

: produce commodities and these need
: to be modelled within the entire

¢ portfolio. However this is dif cult to
: achieve in practice.

The solutions need to understand

: the intricacies of those various assets

¢ and model them properly so customers
: get an accurate snapshot of what their
: exposures are, says Michael Hinton,

What the vendors are selling and what

is being used and implemented are two
different things. ETRM systems are really
a self-assembly kit

Bryan Shydlo, Sirius Solutions

effectively with counterparty credit
risk will require energy trading and
risk management (ETRM) systems
that provide an intraday view of
credit risk as well as the credit impact
of trades. Software systems with
exibility will also be required so that
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