What Is Energy Trading?

With the energy sector expanding rapidly, energy markets have become more
complex, interconnected, and essential to everyday life.

Global energy demand grew by 2.2 percent in 2024, faster than the average rate
over the past decade, according to the International Energy Agency. U.S. demand is
expected to grow even faster: McKinsey & Co. estimates that it could increase by as
much as 3.5 percent per year through 2040.

As energy demand grows, efficiently moving and pricing these resources becomes
ever more critical. Energy trading drives this process, helping to stabilize prices,
balance supply and demand, and ensure a reliable power grid.

An advanced education that combines financial acumen with expertise in the energy
sector is an ideal pathway for professionals who want to learn what energy trading is
and where the industry is headed.
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Energy Trading Defined

Energy trading is an integral part of the broader energy sector, helping to ensure
price stability and the availability of energy sources. Like stock trading on Wall
Street, energy trading involves the buying and selling of energy commodities —
crude oil, gasoline, coal, electricity, and natural gas — and renewable sources such
as solar and wind.

Energy trading is a growing business. Virtue Market Research estimated the value of
the global energy trading market at $7.5 billion in 2023, projecting that it would
climb to more than $12 billion by 2030 — roughly 65 percent growth.

Because of the inherently volatile nature of the energy market, in which prices can
fluctuate abruptly in response to various events, energy commodities attract
speculators seeking profit or tools to manage risk.

By facilitating these transactions, energy traders also play a vital role in balancing
supply and demand and supporting a reliable power grid.

For those exploring the basics of energy trading, the balance between speculation
and stability lies at the heart of how the system functions.

What Drives the Energy Market?

Several factors shape the energy market, influencing supply and demand, the price
of energy commodities, and other economic indicators. Some variables that
influence the energy market include:

e Geopolitics: Energy prices, particularly crude oil, are often affected by
fluctuations in political stability. Armed conflicts or sanctions in oil-producing
countries, for example, can greatly impact pricing as well as supply and
demand.

e Legislation: Regulatory changes such as subsidies, taxes, tax credits, and
clean energy mandates influence investment and operating costs, shifting
economics and altering demand for specific energy sources and contracts.

e Climate: Extreme weather events and longer-term climate shifts can affect
demand patterns, stress the power grid, and cause variability in renewable
energy output, driving volatility in supply, pricing, and reliability planning.



How Does Energy Trading Work?

Energy trading coordinates transactions across short- and longer-term markets,
allowing traders, producers, and utilities to ensure that supply reaches its
destination, to smooth out price variability, and to keep the power grid stable.

These market participants perform transactions on both organized exchanges and
over-the-counter platforms, using spot purchases for immediate needs and futures
and options to lock in future prices. The following is a detailed breakdown of how the
markets operate:

e Spot Markets: Immediate transactions at the current market price, allowing
real-time adjustments to meet energy demand and allowing traders to profit on
short-term market shifts.

e Futures Markets: Contracts that fix the price, quantity, and delivery
schedules, sometimes years in advance. These types of transactions provide
stability for both buyers and sellers — producers secure predictable revenue
and buyers can plan costs in advance.

Traders leverage various instruments and strategies to maximize profits, manage
risk, and ensure stability. Common tools include the following:

e Futures Contracts: Legally binding agreements to buy or sell a specified
amount at a set date and price. Exchanges such as the New York Mercantile
Exchange list many energy futures.

o Options Contracts: Grants traders the right — but not the obligation — to buy
or sell a commodity at a predetermined strike price within a certain time frame.
This provides traders with more flexibility.

e Spot Trading: Direct trading at current prices to cover immediate supply
needs and/or profit from short-term price swings.

Together, these markets and instruments show how energy trading works and allow
traders and other participants to hedge exposure, allocate supply efficiently, and
respond quickly to changing market conditions.

What Does a Career in Energy Trading Look Like?



Growth across the broader energy sector — driven by rising demand for both fossil
fuels and renewable energy sources — means energy traders will play an
increasingly important role, helping firms manage risk and secure supply. The fast-
paced, dynamic nature of energy trading makes it an appealing career path for
those who want to work in a field that sits at the intersection of energy and finance.

Energy traders analyze the market, evaluating numerous variables (geopolitics,
technological developments, legislation) to understand supply and demand, so they
can forecast price changes and make informed trading decisions. Based on their
analysis, they negotiate sales of these resources for their organizations or clients
using spot purchases, futures, and other mechanisms.

In addition to buying and selling commodities, traders may facilitate transactions
involving shares of the energy grid: buying when the market price is low and selling
when demand is high.

Energy traders may work for energy producers, utilities, private trading firms, or
financial institutions. Depending on the type of organization they work for, a trading
professional’s work environment may vary. Some work on trading floors much like
stockbrokers, while others work on-site at oil refineries or power plants.

Employment Outlook

The future appears promising for aspiring energy trading professionals. Continued
demand for energy — especially in developing countries and for renewable sources
— will likely lead to abundant opportunities for traders and other energy market
professionals.

Although the U.S. Bureau of Labor Statistics does not specifically track energy
trading roles, it reports that employment of securities, commodities, and financial
services sales agents — occupations most closely linked to energy trading — will
increase by 3 percent between 2024 and 2034, creating about 17,000 new jobs.
Approximately 38,000 job openings are projected each year during this period.

Other occupations that demand a similar skill set are also projected to experience
robust growth over this period, including the following:

e Financial Analysts: 6 percent growth; 25,100 net new jobs
e Financial Managers: 15 percent growth; 128,800 net new jobs



e Market Research Analysts: 7 percent growth; 63,000 net new jobs

Help Ensure a Reliable Energy Future

Energy trading connects financial markets and physical systems to stabilize prices,
manage supply and demand, and ensure a reliable power grid. As energy demand
rises across the globe, trading offers a dynamic career path that underpins long-
term energy delivery.

If you are looking to break into the world of energy trading, explore the Master of
Management in Energy at the A. B. Freeman School of Business at Tulane University.
Located in New Orleans, one of the nation’s most active and important energy
corridors, the program offers an energy trading and risk management specialization
— along with concentrations in renewables and entrepreneurship — allowing you to
tailor your degree to your professional goals.

Learn how Tulane can help you launch a career in a vital sector.
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