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Foreword from our Chairman

Whilst suppliers and clients have 
commended us for the results we 
deliver each year, there is little 
information or reporting data on 
the buying decisions of our peers 
or other large electricity and gas 
users in UK. 
 
Towards the end of 2014 we were 
fortunate enough to engage Dr 
Tony West as an independent 
advisor to provide experienced 
oversight and expertise to 
help validate and develop our 
wholesale market strategy; Tony 
was formerly Director of Trading 
and Marketing at Innogy (now 
Npower), Head of Trading at 
Scottish Power and amongst other 

senior wholesale trading roles 
recently advised Gazprom on their 
power business development 
strategy. We asked Tony to 
prepare an impartial independent 
report on our trading performance 
in 2014 and we hope this report 
can provide a reference point for 
large energy users in the UK to 
benchmark their energy buying 
decisions. 
 
Moving forward I would like to 
welcome Tony West to our energy 
trading team and I’m sure with 
his experience and insight he will 
be able to improve our buying 
decisions and mitigate our clients’ 
risk exposure further.

 

Dorian Nineberg
Chairmain

Pulse have been procuring electricity and 

gas using a flexible buying strategy for the 
past 5 years. Our aim is always to ensure 
that our clients pay the lowest possible 

price for their energy whilst being exposed 

to as little risk as possible.



Pulse’s energy purchase strategy is 
predicated on the basis that the UK 
energy supply system is designed 
to comfortably meet peak demand. 
Therefore by definition, except when 
there are extreme non-seasonal 
weather patterns or other unexpected 
events, for base-load demand there 
should normally be a surplus of supply 
capacity. In such a situation delaying 
purchasing decisions will tend to lead 
to lower prices as the spot delivery 
month is approached. Of course, on 
any day-to-day basis, demand will 
vary in relation to normal anticipated 
patterns and this can create volatility 
in prices at the time of purchase 
decisions; meaning on any specific day 
if forecast demand is increased, higher 
prices will result. The counter factor 
to the strategy of delaying purchases 
is that volatility increases as delivery 
approaches, therefore providing a 
trade-off between potential lower 
prices but increased risk of prices 
moving against the strategy with time. 
Pulse appear to have considered this 
by occasionally making purchases early 
when risk levels are increasing, judging 
it is better to forego potentially lower 
prices in order to avoid the increasing 
risk of higher prices.

In this summary,  I will not assess 
whether the strategy is appropriate or 
otherwise for the specific customer, but 
whether the strategy can be deemed 
successful on the assumption the 
customer knowingly chose to price 
their energy via a flexible contracting 
approach in order to achieve better 
pricing. It is recognised that such a 
flexible approach is an alternative to 
fixing the contract price up-front (for a 
12 month ‘period’) on a single day; such 
day of fixing the annual (period) price 
being more a matter of luck rather than 
judgement and so comes inherent with 
its own risk, which may also not be 
appropriate for a customer looking for 
price (budget) certainty; the contracting 
day for the up-front fixed prices may 
not be the best or provide the customer 
with the appropriate benchmark 
against their competitive position or 
budgetary considerations.

This summary also does not consider 
the initial shape and balancing trade 
and so only looks at the base-load 
fixing price.

Introductory Comment
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Dr Tony West
Energy Trading  

Consultant 
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On comparison of Pulse’s 2014 weighted average price 
with an annual fixed (period) price agreed at the outset 
of the contractual arrangement, Pulse’s achieved prices 
were approximately 10% lower, with a range of between 
9% -15% lower (a slightly wider range for April 2014 start 
contracts), though these ranges may vary depending 
on the precise load shape profile and specific details of 
the fixed contract. This result was true for the customers 
covered by their own contract managed by Pulse and 
Pulse’s basket customers, though there was some slight 
(~1%) variation for customers with a winter biased profile. 
Furthermore, at no time did the full up-front annual 
period contract trade below the price achieved by Pulse 
– but of course such a full year fixed price contract would 
only be available to customers prior to the contract 
period starting. NB: I have not analysed for partial fixed 
purchases (say 2 X 6month calendar periods contracts or 
rolling 12 month periods) as the possibilities are endless, 
however, even for these it is likely that Pulse’s achieved 
price would have been lower than most.

After the initial contracting date the price for every 
delivery month will have continued to trade within a 
range. Throughout 2014, Pulse managed on more 

than 75% of the occasions to buy in the lower half of 
the range that each contract traded in. Of course, in 
hindsight Pulse did not manage to buy at the lowest 
price possible. If Pulse had carried out its base strategy 
of buying each delivery month as late as practically 
possible, the achieved price would have been lower 
still. However, this would have added significant risk 
because volatility significantly increases as the default 
day approaches, notwithstanding that in some months 
Pulse’s achieved price was better than the last printed 
price. In fact, it is evident that for the months where 
Pulse purchased earlier (e.g. 3Q2014), and achieved less 
attractive prices, it coincided with those months with 
the greatest trading range and therefore carried the 
greatest risk; Pulse’s strategy can be viewed as prudent, 
preferring to fix a ‘reasonable’ price rather than increasing 
the risk by hoping to achieving something better – an 
appropriate trade-off. By contrast, for October 2014, 
Pulse also bought earlier, due to the volatility of prices 
and associated high risk, yet this time Pulse managed to 
achieve some of the lowest prices possible.

As we progress through the early 2015 contracts, the 
strategy still appears to be holding sound.

Electricity
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Figure 1. Pulse Business Energy 2014 electricity purchase performance:

The chart shows the wholesale market forward curves for power in December 2013 and February 2014 together with the associate 

annual fixed price for January 2014 and April 2014 starts. For comparison, the chart includes Pulse’s average purchase prices 
throughout the year and the resulting average cost Pulse achieved for its electricity customers (base-load basis).

Pulse comparative performance, 2014 electricity:
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Gas
Much like for electricity, on comparison of Pulse’s 
weighted average price with an annual fixed period price 
agreed at the outset of the contractual arrangement, 
Pulse’s achieved gas prices were approximately 10% 
lower, with a range of between 11% -16% lower (a slightly 
wider range for April 2014 start contracts), though this 
range may vary depending on the precise demand 
profile and specific details of the fixed contract. At no 
time did the full up-front annual contract period trade 
below the price achieved by Pulse. NB: Again, I have 
not analysed for partial fixed purchases (say 2 X 6month 
calendar periods contracts or rolling 12 month periods) 
as the possibilities are endless, however, even for these 
it is likely that Pulse’s achieved price would have been 
lower than most.

Throughout the year, gas appeared to more volatile 
than power, trading in comparatively wider ranges. 

Despite beating the up-front annual price by a greater 
percentage than for power, Pulse did not trade in the 
lower half of the trading range as frequently, achieving 
this for about 50% of the year. Again, if Pulse had waited 
until as late as possible to buy the contract they would 
have achieved lower prices, however, as gas was 
more volatile than power, such a strategy would have 
increased the risk for customers - Pulse clearly focused 
on achieving better prices than the up-front fixed price 
contract alternative. It is noticeable that Pulse did not 
just fix forward contracts as soon as the forward price 
was low enough to beat the up-front fixed price and 
also did not add unreasonable risk by leaving pricing 
fixing to the last minute; maintaining a consistent policy 
throughout the year while applying some trade off when 
the volatility increased.

 

Figure 2. Pulse Business Energy 2014 gas purchase performance:

The chart shows the wholesale market forward curves for gas in December 2013 and February 2014 together with the associate 

annual fixed price for January 2014 and April 2014 starts. For comparison, the chart includes Pulse’s average purchase prices 
throughout the year and the resulting average cost Pulse achieved for its gas customers (base-load basis).

Pulse comparative performance, 2014 gas:
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In future years, assuming the UK energy market 
supply/demand balance doesn’t significantly change 
to be fundamentally short, we would propose Pulse 
maintains the principles of its existing strategy; i.e. 
holding back from buying until the delivery period 
approaches rather than buying fixed at the outset 
(subject to an appropriate review of the risk appetite 
and requirements of the customer). However, we would 
also propose some enhanced ongoing analysis to 
monitor volatility (and trading ranges) in relation to time 
left to contract expiry. This will help Pulse to assess the 

trade-off of a potential lower price versus increased 
risk of higher prices. We would also recommend a 
slightly more phased approach to buying each contract 
month if volatility increases. Over recent years the 
forward market structure (generally contango) has 
helped Pulse’s buying strategy, when prices tended to 
fall away as delivery approaches. Regular monitoring 
of this would be advised and the strategy suitably 
modified if the forward curve reflects a ‘hockey-stick’ or 
backwardated curve.

Aims for 2015
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We would be delighted to provide you some more details.

Tel: 0333 7000 250
enquiries@pulsebusinessenergy.co.uk

Find out more about us at:

pulsebusinessenergy.co.uk

Pulse Business Energy was founded by a Solicitor in 2007. Our consultancy work has  

been the most innovative and commercially focused in the energy market since inception.  

In 2013 we were nominated for the Most Innovative, Most Trusted and Rising Star at  

the Energy Live News Awards.

Dr Tony West

Energy Trading Consultant 





pulsebusinessenergy.co.uk

Pulse Business Energy
5 Baden Place, 9 Crosby Row

London, UK, SE1 1YW

T 0333 7000 250   F 0333 7000 251

E enquiries@pulsebusinessenergy.co.uk


