
 

Guidance to market participants: Assessment of market conduct in the intraday 
market triggered by additional transmission capacity release. 
Based on inquiries and observed trading patterns in the intraday market triggered by additional 
transmission capacity and current market design, The Norwegian Energy Regulatory Authority (RME-
NVE) finds it necessary to provide information to market participants regarding our assessment on the 
subject. 
 
Provisions on market conduct and transparency in the power market are outlined in Chapter 5 of the 
Regulation concerning grid operations and the power market (NEM regulation). One of the key 
provisions prohibits market manipulation in wholesale energy markets; please follow this external link for 
details. 
 
Ad-hoc intraday auctions 

During the summer of 2020, RME noticed that transmission capacity in the direction NO1 to SE3 was 
regularly provided to the intraday market in the Intraday timeframe. The allocation of new transmission 
capacity took place so regularly that it to our understanding was possible for market participants to 
predict when the capacity would be provided to the market. 
 
When TSOs (Transmission System Operator) provide new capacity in the intraday market within the 
Intraday timeframe, an ad-hoc auction will be launched and a uniform price, based on the average 
between order prices on the buying and selling side in SE3 and NO1, is determined. A significant price 
difference, in this case high prices in SE3 and low prices in NO1, therefore gives market participants an 
incentive to place low-priced sell orders in NO1 to ensure participation in the auction (since the sell order 
is cleared at a higher price determined by the ad-hoc auction). RME believes this represents a potential 
weakness in the market design. Since it is not possible to predict exactly when additional transmission 
capacity will be allocated to the intraday market, the market participant in NO1 may risk that the low-
priced sell order is matched before the additional transmission capacity is provided to the market. 
 
There is to our knowledge uncertainty among market participants as to what is regarded as a breach of the 
market conduct rules in NEM in the aforementioned situations. This may thus lead to inefficient price 
formation, due to the fact that market participants do not act rationally within the framework of the 
regulations We therefore see the need to clarify our interpretation of the market manipulation provisions 
in NEM, so that market participants get as similar an understanding of accepted market conduct in these 
situations as possible, and thus the same opportunity to use the provided Intraday transmission capacity 
The previously described situation lasted until Svenska Kraftnät had completed relevant maintenance, but 
similar situations may nevertheless arise in the future. 
 
Applicable provisions in NEM 
 
The definition of market manipulation relevant to consider in this context is set out in NEM § 5-1 seventh 
definition item a) and b): 
 
«Market manipulation: 
 
entering into any transaction or issuing any order to trade in wholesale energy products which  
- gives, or is likely to give, false or misleading signals as to the supply of, demand for, or price of 
wholesale energy products; 
- secures or attempts to secure, by a person, or persons acting in collaboration, the price of one or several 
wholesale energy products at an artificial level. This does not apply if the person who entered into the 
transaction or issued the order to trade establishes that his reasons for doing so are legitimate, and that the 
transaction or order conforms to accepted market practices on the wholesale market concerned.» 

https://lovdata.no/dokument/SF/forskrift/2019-10-24-1413#KAPITTEL_5


 
 
RMEs assessment 
 
As far as we are aware, there is uncertainty amongst market participants whether purchasing low-priced 
sell orders in NO1 is regarded as market manipulation. We believe that it is rational for market 
participants to acquire power as cheaply as possible. This means, for example, that if a market participant 
with flexible power production capacity can acquire power at a price that is lower than its own water 
value in the intraday market, it is legitimate, and in isolation cannot be considered market manipulation. 
 
However, if a market participant is also active on the sales side in NO1, it may be considered market 
manipulation in certain situations. Examples of such situations are, if the market participant hits on sell 
orders that are priced higher than the price at which the market participant himself submits sell orders, or 
prices sell and buy orders almost equally. A major factor is whether such a bidding strategy prevents 
other market participants from using the transmission capacity. Market participants that are active on both 
the buying and selling side should therefore be able to document their bidding strategies. 
 
If a market participant places a very low-priced sell order due to expectations of additional transmission 
capacity, it cannot be ruled out that this gives a wrong price signal if the market participant is not actually 
willing to sell at this price. As a general principle, we believe that a bid should reflect actual intent to sell 
or buy. Market participants should not place sell orders at prices they are not willing to sell to or accept. 
 
In ad-hoc auctions, caused by additional transmission capacity, artificially low-priced sell orders, such as 
bids priced below water value / acquisition cost, can drive the price down in markets with low liquidity. 
There is reason to believe that the sell order would not have been placed at such a low price if the market 
participant had not assumed being granted the average price in the subsequent auction. Other market 
participants must price their sell orders correspondingly low to be part of the ad-hoc auction, and this 
results in a lower price than would otherwise have been the case. Sell orders with non-genuine prices may 
be considered a possible violation of NEM § 5-4, cf § 5-1, seventh definition (a) and/or (b), which 
outlines a ban against «issuing orders to trade […] which gives, or is likely to give, false or misleading 
price signals regarding supply of, demand for or price» and «issuing orders to trade […] where one or 
more persons collaborate on securing, or trying to secure the price at an artificial level.» 
 
Pricing of bids in the market must be based on fundamental conditions, such as future price expectations. 
Legitimate trading strategies may thus entail that sales bids are priced low if it is rational to assume that it 
is possible to buy power at even lower prices later in the Intraday timeframe. 
 
Bidding must have an independent commercial purpose beyond the intent to exploit a weakness in the 
market design by ensuring participation in auctions. Due to the design and functions of the power market, 
we believe that bidding at prices you do not want to trade at based on market design can be classified as 
market manipulation. 
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