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Dear Karen, 

Enhancements to wholesale market monitoring and reporting guideline – issues paper submission 

FEX Global Pty Ltd (FEX) appreciates the opportunity to respond to the Australian Energy Regulator’s (AER’s) 
‘Enhancements to wholesale market monitoring and reporting guidelines – issues paper’. 

FEX holds an Australian market licence (AML) granted under ss795B(1) of the Corporations Act 2001 (the Act). The 
licence allows FEX to operate a financial market for derivatives (including electricity derivatives). FEX is an approved 
MLO Exchange under 4A.G.23(a) of the National Electricity Rules (NER). 
 
Chicago Mercantile Exchange Inc. (CME) provides clearing and settlement (CS) services to FEX Global. CME holds an 
overseas CS facility licence granted under ss824B(2) of the Act. The licence allows CME to operate a CS facility in 
Australia. CME is registered by the U.S. Commodity Futures Trading Commission (CFTC) as a derivatives clearing 
organization (DCO).  
 
As noted in the issues paper, the AER is interested in understanding contract market behaviour – in particular, issues 
around access to markets and barriers to entry and participation. The AER notes that access to beneficial owner 
data, would improve the AERs understanding of electricity market participants’ (customers) contract positions. 

While improved monitoring and reporting of a customer’s contract position is a desirable objective, in general, it will 
only confirm the extent to which the electricity derivatives market is concentrated. Monitoring and reporting will 
not address the underlying issues – that is, the lack of available clearing entities (CEs) that clear (or are incentivised 
to clear) exchange-traded electricity derivatives and the inconsistency of international financial regulation relating to 
customer margin requirements. 
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Differences in the margin requirements applying to CEs of ASX 24 and FEX, likely impedes customer access to FEX. 
Under CCP Standards1 (Appendix A) applying to CEs of ASX 24, net margining is permitted – a CE is permitted to 
collect gross margin from the customer and pass through net margin to the CCP. A net margin standard is preferred 
by the CE as the CE retains the customer’s excess margin. Under CTFC Regulation2 (Appendix B) applying to CEs of 
FEX, net margining is not permitted – a CE collects and passes through gross margin from the customer to the CCP 
(or equivalent). A gross margin standard is less preferred by the CE as the CE retains no excess margin. 

If you wish to discuss this submission in further detail, please contact Craig Keenan at c.keenan@fex.com.au or on 
0409 055 216. 

Regards, 

Craig Keenan 

Head of Compliance 

FEX Global Pty Ltd 

  

 

1 See: CCP Standards (pg. 6-7) https://www.rba.gov.au/payments-and-infrastructure/financial-market-infrastructure/clearing-

and-settlement-facilities/standards/201212-new-fss-ris/pdf/attachment-2.pdf 

2 See: CFTC Regulation 39.13(g)(8)(i)(C) https://www.law.cornell.edu/cfr/text/17/39.13 
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Appendix A: CCP Standards extract 
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Appendix B: CFTC Regulation 39.13(g)(8)(i) extract 

 

 


