
Serbia’s electricity retail and wholesale market is becoming attractive for new players,
despite the current dominant position of state-owned incumbent Elektroprivreda Srbije (EPS), according to Aleksandar Katancevic,
head of commercial operations at Serbian trading company StrategaEast.
The company has recently secured power and gas trading licences and expects to start trading actively on the Serbian electricity market
within the next two months.
Katancevic noted that the full liberalisation
from 1 January this year is opening new investment opportunities on the Serbian electricity market.
Currently EPS remains the dominant supplier
on the market as it owns the majority of the generation assets in the country. Previously
local traders had said that companies wishing to enter Serbia’s retail market would face big challenges since it was risky to cover positions cross-border if you do not have your own generation.
However, EPS has recently announced it would increase by 15% the prices at which it supplies customers as part of a wider company restructuring, Katancevic pointed out. In the meantime prices on neighbouring Hungarian
and Romanian wholesale markets have dropped by around 7% in the �rst quarter of this year, compared with last year, he said.
This would give companies opportunities to compete with EPS by importing electricity and supply it to new customers in Serbia, Katancevic said.
“The industrial customers and end-users represent around 30TWh of the market. There is opportunity to invest in the retail sector.
Margins should be quite good,” he said.
With its strategic geographical position,
bordering eight countries, the Serbian wholesale market is also set to develop further, despite current
low liquidity.
“Serbia is a good transit zone, there’s a lot of surplus to trade and transit. It is pro�table for optimisation of positions,” he added.
Rising liquidity
Katancevic was optimistic that liquidity on the market will rise with more companies entering the market and the launch of the long overdue day-ahead exchange.
Indeed, traded volumes over the counter in the �rst quarter of this year were up almost 44%
year on year, according to ICIS data (see EDEM 2 April 2015).
Three new companies have secured electricity trading licences in the same period, including Romanian hydropower producer Hidroelectrica and two local companies, according to information from Serbia’s Energy Agency (AERS).
Katancevic was convinced that more foreign
and domestic companies will join the mar-
ket soon. He expected that local companies
which do not necessarily specialise in electricity trading would also be attracted to the market.
Katancevic also suggested that there were opportunities to invest in new generation
such as small hydropower plants and then use these to enter the retail market.
“It’s a concept of having a small utility and a trading arm under one business,”
he said.
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Serbian power OTC liquidity rising on EPS sales, 
new players
Serbian electricity traded volumes on 
the over-the-counter (OTC) market have 
been surging since the beginning of the 
year due to continuing strong selling 
interest by incumbent EPS and new 
players entering the market.

The outlook for the rest of the year 
remains mixed.

A total of 269.2GWh have changed 
hands between 1 January – 26 April on 
Serbia’s OTC screen run by brokers TFS. 
This is almost double the volume 
registered for the �rst four months of 
2015 and represents more than 65% of 
the total volume traded last year, accord-
ing to ICIS data. In addition, bid-o�er 
spreads on the screen were reported 
more often than last year.

While 96% of the liquidity remained 
focused on the short term, some interest 
in monthly and weekly products 
emerged. There were 15 front-month 
and six front-week deals reported to ICIS 
since the beginning of the year.

Traders maintained the view that the 
biggest liquidity driver was state-owned 
utility EPS, which has been optimising its 
activities between di�erent platforms, 
including the OTC screen.

“My guess is that 95% of the OTC traded 
volume includes EPS,” one local trader 
said.

EPS also optimises its portfolio by 
trading on the Hungarian and Serbian 
exchanges and also releases its own 
tenders. Hydropower availability has 
been fairly strong so far this year mean-
ing that the producer has had a lot of 
excess volume to o�er to the market.

More players

Last autumn Serbia changed its licensing 
rules to allow foreign companies to trade 
directly on the market without the need 
to set up a separate local entity (see 
EDEM 4 November 2015). This attracted 
new players, which boosted liquidity.

“Several companies from western and 
northern Europe showed increased 
interest in the Serbian market, particu-
larly in the intra-day power trading,” said 
Aleksandar Katancevic, head of power 
and gas at energy portfolio manage-

ment and consultancy Stratega East.

“This fact adds to the quality of the 
market, brings higher standards to be 
met by local companies and above all 
[brings] more liquidity,” he added.

SEEPEX not yet a driver

The launch of day-ahead exchange 
SEEPEX has not started having an impact 
on liquidity, however.

Previously traders believed that SEEPEX 
will provide a much needed reference 
price against which forward contracts 
can be settled, thus boosting OTC liquidi-
ty. But the exchange price is not yet 
considered a reference because of the 
currently low trading interest on the new 
platform (see EDEM 21 April 2016).

Liquidity is expected to improve by the 
end of the year with the exchange 
targeting new members, especially 
regional utilities which would start 
competing with EPS as sellers.

The day-ahead market on the exchange 
will need to develop before companies 
will feel comfortable trading futures 
contracts, Katancevic said.

Going forward

Whether Serbian OTC liquidity will 
continue to grow this year is hard to tell 
at this stage.

EPS’s selling activity has supported 
liquidity so far but if the company faces 
shortages, it is likely to refrain from 

trading OTC and instead buy additional 
power via tenders.

On the other hand, EPS is expected to 
complete full restructuring by 1 July as it 
pushes to become more competitive on 
the free market (see EDEM 1 February 
2016). Therefore the incumbent may 
change its trading strategies further.

The company had already improved its 
short-term trading capability both in 
terms of people and technology, accord-
ing to Katancevic.
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