
ITECTM   
The REF - Morgan Stanley index based on the average thermoelectric 
costs in Italy 
www.ref-online.it/itec1.asp 
 
What is ITECTM ? 
The Italian electricity market has been unable to 
produce a benchmark price index that can be used in 
contracts, and after the abolition of the energy 
authority’s Ct formula, there is no longer any global 
reference indicator for power contracts in Italy. 
ITECTM is an index representing the average 
thermoelectric costs for the electricity production in 
Italy, constructed by REF and Morgan Stanley using 
Platts data. ITECccgtTM is the ITEC component which 
represents the average variable cost of natural gas 
plants. Indexes are updated on a monthly basis 
following the changes in the fuel prices. ITEC could be 
very useful as a benchmark to which long term 
contracts can be indexed. 
ITEC and ITECccgt (€/MWh) 
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Why ITECTM ? 
ITEC TM and ITECccgtTM give you: 
- Transparency: the formula used to construct and 
update it is made public and it can be reconstructed by 
users. 
- Simplicity and cost reflectivity: the formula 
reproduces changes in production costs on the basis of 
the fuels used by the Italian thermoelectric power 
plants park, and the average efficiency of the plants. 
The formula is structured to take in account the effects 
of the forthcoming plant investment cycle. 
- Independence: REF guarantees the independence of 
the construction and the updating of the index with 
respect to single operators in the sector. 
- Liquidity and ease of hedging: ITECTM is constructed 
using commodities widely traded on the international 
markets, and the liquidity of the financial hedging 
contracts (swaps and options) on ITECTM and 
ITECccgtTM will be guaranteed by Morgan Stanley. 

- Reliability: REF and Morgan Stanley will publish the 
index until the end of 2009, when it may be continued. 
At least six months notice will be given before any 
changes in the formula. 

The formula
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 where: 

- a is the percentage of the respective production from 
coal, oil and gas. 
- h is the average efficiency of the respective 
production technologies. 
- P is the price index of the respective fuels. 
The parameters a and h are based on REF estimates of 
the thermoelectric production for 2007 and 2008 
performed using the El-fo optimum dispatching model. 

The fuels 
Platts 0.2%S Gasoil Rotterdam FOB Barges (starting 1st 
July 2008 it will be replaced by Platts 0.1%S Barges 
FOB Rotterdam); Platts No.6 1.0%/LSFO Rotterdam 
FOB Barges; Platts Brent Dated; Platts Coal CIF CIM 
ARA 

Use of ITECTM 

The use of ITECTM is restricted by License, and 
potential subscribers must sign a contract to use it, 
except for genuine end-users.  
The subscription also gives the right to receive a 
weekly report on the various fuel prices expectations 
used for ITEC, based on Morgan Stanley’s assessment 
of the forward curves. 
ITEC forwards at different dates (€/MWh) 
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ITEC♣ has been constructed by REF and Morgan Stanley in co-operation with numerous 
operators in the Italian electricity and gas markets. 
The index provides Italian consumers, distributors and electricity producers with a reliable, 
transparent and public benchmark for electricity prices. 
The formula for the index is based on the main thermoelectric costs that affect electricity prices in 
Italy, and it also provides a liquid and transparent indicator for forward prices. 
 
REF is an independent research and consulting institute with in-depth knowledge of the Italian 
energy sector. 
• The Energy Observatory founded by REF in 1999 monitors electricity prices in Italy and on the 

main European stock exchanges and produces short and medium term scenarios. 
• REF simulation models are tools used for evaluation of investment plans for both conventional 

production and generation using renewable energy sources. 
• The expertise and experience accumulated by REF and its constant dialogue with operators 

on the electricity market constitute the underlying foundations of the new ITEC index. 
 
Morgan Stanley possesses the expertise and skills required to offer advantageous swaps and 
options hedging strategies based on the ITEC index. 
• Morgan Stanley is a well known “market maker”, who trades large volumes of the four 

commodities (coal, fuel, gasoil, Dated Brent) used for the ITEC index. 
• Financial derivatives such as swaps and options can assist electricity consumers, producers 

and traders to manage their price risk exposure. 
• Morgan Stanley will provide the market with liquidity, and real time quotes, for swaps and 

options based on ITEC. 
 

NOTICE AND DISCLAIMER - Copyright in the index ITECTM is jointly owned by Morgan Stanley and Ricerche Per L'Economia e La Finanza S.r.l. and all 
rights are reserved in respect of that index. This information has been prepared solely for information purposes and is not an offer to buy or sell or a 
solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy.  This information is confidential and is 
solely for your internal use.  This information is based on or derived from information generally available to the public from sources believed to be reliable. 
No representation or warranty can be given with respect to the accuracy or completeness of the information, or with respect to the terms of any future 
offer of transactions conforming to the terms hereof. We do not undertake to update this information.  Certain assumptions may have been made in the 
analysis that resulted in any information and returns/results detailed herein. No representation is made that any results/returns indicated would be 
achieved or that all assumptions in achieving these returns have been considered or stated.  Changes to the assumptions may have a material impact on 
any results/returns detailed.  Morgan Stanley & Co. International plc and its affiliates disclaim any and all liability relating to this information, including 
without limitation any express or implied representations or warranties for statements contained in, and omissions from, this information.  Additional 
information is available on request.  Morgan Stanley & Co. International plc and others associated with it may deal as principal in or own or act as market 
maker for securities and instruments mentioned herein or of issuers mentioned herein and may also advise or seek to advise issuers of such securities and 
instruments.  Where you provide us with information relating to a customer order or proposed transaction, we may use that information to facilitate the 
execution of your order or transaction, in managing our market making, other client facilitation activities or otherwise in carrying out our legitimate 
business (which may include, but is not limited to, hedging a risk or otherwise limiting the risks to which we are exposed).  Where we commit our capital in 
relation to either ongoing management of inventories used to facilitate clients, or in relation to providing you with quotes we may make use of that 
information to enter into transactions that subsequently enable us to facilitate clients on terms that are competitive in the prevailing market conditions.  
Past performance is not necessarily indicative of future results. Price and availability are subject to change without notice.  Morgan Stanley does not give 
investment, tax, accounting and legal or regulatory advice and prospective investors should consult with their professional advisors. Unless indicated, these 
views are the author's and may differ from those of Morgan Stanley research analysts or others in the Firm.   
Please note that market data may be proprietary and confidential to the relevant exchange, index owner or information provider and may reserve all 
intellectual property rights in such data.  Such data should also not be disseminated without their consent, and such permission may depend upon 
execution of an agreement or payment of an applicable fee. No representation or warranty, express or implied, can be given with respect to the accuracy, 
completeness, correctness, sufficiency or usefulness of the information. Morgan Stanley and the relevant exchange, index owner or information provider 
disclaims any and all liability for any loss howsoever arising from, related to or in connection with any use of any of the information or other materials 
contained herein, including without limitation any express or implied representations or warranties for, statements contained in, omissions from, the 
information contained herein. Morgan Stanley or the relevant exchange, index owner or information provider may suspend or terminate receipt or display 
of any data it believes it is being misused or misrepresented. “Platts” is a trademark of Platts, a division of The McGraw-Hill Companies, Inc., and has been 
licensed for use by Morgan Stanley.  ITEC™ is not composed or calculated by Platts, and the valuation estimates are not sponsored, endorsed, sold or 
promoted by Platts. Platts does not make any representation or warranty regarding ITEC™ or the valuation estimates. This communication is a marketing 
communication; it is not a product of Morgan Stanley’s Research Department and should not be regarded as a research recommendation.  Unless stated 
otherwise, the material contained herein has not been based on a consideration of any individual client circumstances and as such should not be 
considered to be a personal recommendation.  This communication is directed at sophisticated prospective investors in order to assist them in determining 
whether they have an interest in the types of security described herein.  In the UK it is directed only to those persons who are eligible counterparties or 
professional clients and must not be acted on or relied upon by retail clients (each as defined in the UK Financial Services Authority's rules) 

                                                 
♣ For information: www.ref-online.it/itec1.asp   -  Paola Lualdi: plualdi@ref-online.it 

 


