
 
     

     
     

    
    

 
    

   
    
   

  
  

    
    

    
  

    
    

Price formation for small 
crude streams 

Producing robust price assessments for illiquid physical 
commodity markets 

Dave Ernsberger 
Global Head of Energy Pricing 
S&P Global Platts 

March 15, 2018 



          

                    
              

   
     

  

  
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

•  Platts produces thousands 
of price Assessments and 
Indexes for various 
commodity markets 

 
•  Only some assessments 

become Benchmarks 

 
 

Spot Markets 
 

Price Assessment = A marker 
 

 Benchmark  
= Widely used assessment 

Physical Price Assessments and Benchmarks 
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Platts assesses a wide variety of markets, some are very illiquid 
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Futures 

OTC 
Derivatives 

(Option  
swaps) 

Term Contracts 

Spot 

Types of market & relative size 
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Spot vs. Term Contracts 

•Spot Transaction –  one-time open market cash transaction – 
commodity is purchased "on the spot" at current market rates, often 
called “cash” market 

•Term Contract –  steady supply of product over a period of time 
 

Term Contracts 

Spot 
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Impact & Relevance 

• Platts spot prices are used to 
price term contracts 

• Platts prices are used to settle 
OTC transactions 

•  In oil, futures monthly settlement 
is often based on spot 
transactions 

• The use of Platts pricing data to 
settle commodity transactions 
means Platts and its employees 
have a huge responsibility 

OTC 
Derivatives 

(Swaps) 

Futures & 
Future Swaps 

OTC 
Derivatives 

(Swaps) 

Term Contracts 

Spot 
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Term Contracts •  Benchmarks drive other 
spot prices through spreads 

•  Benchmarks and spot 
market drive term contracts  

Spot Markets 

Key 
 Benchmarks 
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How this works in practice: Latin American crude oil 
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Price formation in action for smaller crude streams 
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Price evolves over time, often in reference to variety of 
benchmarks 
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Different price dynamics: in isolation and as part of a complex 
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Physical markets tend to demonstrate relationships to each other 
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    Q & A 

 email: dave.ernsberger@spglobal.com 
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