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Interview with Sjur Westgaard, Ph.D. 
Professor of Industrial Economics and Technology Management, Norwegian University of Science and Technology 
 
 

Sjur Westgaard is a Professor of Industrial Economics and Technology Management at the Norwegian 
University of Science and Technology.  His main research interests cover financial risk management and 
forecasting for both financial institutions and corporates.  Professor Westgaard is an expert on European 
energy markets and also on commodity trading debacles.  His applied research is informed by industry 
experience, which includes his role as an investment portfolio manager for an insurance company, as a 
project manager for a consultant company, and as a credit analyst for an international bank.  He is one of 
the founders and editors of the Journal of Commodity Markets in addition to serving as Associate Editor 
of the Journal of Energy Markets.  We are honored to have the opportunity to interview Professor 
Westgaard for the CID. 
 
How has your career evolved, and how did you decide to transition from industry to academia? 
 
In the late 1980s and early 1990s, I completed two M.Sc. degrees:  one in Technology Management and 
another in Finance and Economics.  During this time, I also served in the Royal Norwegian Air Force. 
Following my education, I worked in banking and finance, focusing on portfolio management, trading, and 
risk management across stocks, bonds, foreign exchange, and credit markets.  While working in a bank, I 
collaborated with a Dutch professor on several papers during my spare time.  He eventually convinced me 
to pursue a Ph.D. in credit risk management and derivative pricing—areas that were gaining significant 
attention in the early 2000s.  Although I had not planned to remain in academia after completing my Ph.D., 
encouragement from colleagues and students led me to continue, a decision I do not regret.  I later 
transitioned to energy and commodity market research, where I have led several projects in collaboration 
with energy companies and the Norwegian Research Council.  I also became a full professor some years 
later at the Norwegian University of Science and Technology. 
 
Which issues are you focusing on now in your academic research? 
 
Today, my focus is on risk management and forecasting, particularly in the energy sector.  This involves 
leveraging statistical and machine learning methods to perform probabilistic forecasting, utilizing relevant 
data through R and Python programming.  I am also deeply interested in corporate risk management for 
energy companies in a broader context, examining the full spectrum of risks that enterprises face. 
Additionally, I explore how strategic decisions made by leadership or the board of directors impact both 
returns and overall risk. 
 
What do you see as the biggest opportunities for growth and innovation in the energy industry in the 
coming years? 
 
The energy industry’s biggest growth opportunities lie in the expansion of renewable energy sources, 
particularly solar and wind, alongside advancements in energy storage and smart grid technologies. 
Decarbonization efforts and carbon capture technologies will be crucial in reducing emissions.  The 
electrification of transportation, driven by the adoption of electric vehicles and enhanced charging 
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infrastructure, also offers substantial potential.  Emerging areas like green hydrogen and distributed 
energy resources, including microgrids, provide pathways to cleaner energy.  Innovations in AI and 
digitalization, such as advanced data analytics, predictive maintenance, and smart grid management, will 
accelerate the transition to a resilient, low-carbon economy by optimizing energy use, enhancing 
operational efficiency, and integrating renewable sources more effectively. 
 
What are, in your view, the main challenges/risks facing the energy industry today, and how could 
companies best address those challenges/risks? 
 
The energy industry faces significant challenges, including the transition to renewable energy, regulatory 
and policy uncertainty, cybersecurity threats, market volatility, and a shortage of skilled talent.  
Transitioning to renewables necessitates substantial investments in energy storage and grid 
modernization to address intermittency issues.  Companies can mitigate regulatory uncertainty by 
engaging with policymakers and adopting flexible, adaptable business strategies.  As digitalization 
increases, the risk of cyberattacks grows, requiring robust cybersecurity measures and advanced threat 
detection systems.  Market volatility, driven by geopolitical tensions and supply-demand imbalances, can 
be managed through strategic hedging and investment diversification.  Addressing the talent gap in 
emerging technologies and sustainability requires investing in workforce training and attracting a diverse 
range of skilled professionals. 
 
How can energy firms best manage risks associated with fluctuations in commodity prices, geopolitical 
instability, and other external factors? 
 
Energy firms can manage risks from commodity price fluctuations and geopolitical instability by employing 
hedging strategies and diversifying their portfolios.  Implementing robust risk management frameworks, 
monitoring geopolitical developments, and strengthening supply chains are crucial.  Utilizing advanced 
analytics and agile contract management can enhance decision-making and flexibility.  Forming strategic 
alliances and investing in sustainable solutions also help mitigate external risks and build long-term 
resilience.  These approaches collectively enable firms to navigate market volatility and external shocks 
more effectively.  
 
You co-authored a recent Journal of Commodity Markets article, “Fourteen Large Commodity Trading 
Disasters:  What Happened and What Can We Learn?”.  What were the common themes with the debacles 
that were covered in your academic article? 
 
The academic article discusses several significant themes related to the debacles in commodity trading, 
particularly focusing on the causes and characteristics of large financial losses in this sector.  Here are the 
common themes identified: 
 

1. Inadequate Risk Management and Control Systems:  Many trading losses are attributed to poor 
risk management frameworks and inadequate control systems.  In many cases, firms lacked 
effective oversight and control mechanisms, allowing risk to escalate uncontrollably. 
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2. Speculative Trading:  Excessive speculation and traders deviating from hedging strategies to 
engage in speculative trading have led to substantial losses.  This behavior often involves taking on 
large, risky positions without adequate risk mitigation. 
 

3. Trader Behavior and Hubris:  Risk-seeking behavior, including the tendency of some traders to 
“double down” on losing positions, has been a common feature.  This behavior is often driven by 
a sense of invincibility or hubris, leading to increasingly risky bets in an attempt to recover losses. 
 

4. Criminal Activity and Fraud:  In some cases, fraud and manipulation of trading positions have 
played a role in exacerbating losses.  Traders might engage in fraudulent activities to conceal losses 
or manipulate market outcomes. 

 
5. Insufficient Liquidity: A lack of liquidity in stressed market conditions has contributed to trading 

losses, particularly when traders are forced to liquidate positions under unfavorable conditions or 
when they have bet heavily and need to cover large positions. 
 

6. Risk Aversion and Psychological Factors: Some traders may have low risk aversion and a thrill-
seeking attitude towards risk, which can lead to imprudent decision-making.  This psychological 
factor contributes to risky behavior and substantial losses. 

 
7. Lack of Supervisory Oversight:  Many losses occurred in environments where there was 

insufficient supervisory oversight.  Weak internal controls and inadequate checks allowed risky 
behavior to go unchecked. 
 

Recommendations for Reducing Future Risks: 
 

1. Enhanced Risk Management Frameworks:  Establish clear risk management frameworks and 
separate trading and hedging functions within organizations. 
 

2. Regulated Speculative Trading:  Implement stringent limits on speculative trading and ensure that 
trades are based on robust risk assessments. 

 
3. Preventive Measures Against Hubris:  Avoid granting excessive independence to traders and 

ensure that they operate within well-defined limits. 
 

4. Fraud Detection and Prevention:  Strengthen monitoring systems to detect and prevent 
fraudulent activities and ensure rigorous background checks for traders. 

 
5. Liquidity Management:  Maintain sufficient liquidity and have contingency plans for stressed 

market conditions. 
 

6. Cultivating Risk Awareness:  Promote a culture of transparency and proper risk awareness among 
traders to mitigate reckless behavior. 
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These themes underscore the importance of sound risk management practices, strong internal controls, 
and a cautious approach to trading strategies to prevent future financial debacles in commodity markets. 
 
One of your research interests is financial risk management.  What impact has AI had on financial risk 
management, if any? 
 
AI and probabilistic machine learning enhance financial risk management by improving forecasting of risk 
metrics like Value-at-Risk and Expected Shortfall through accurate modeling of complex data distributions 
and tail risks.  They enable real-time risk assessment, dynamic adaptation to market changes, and 
advanced stress testing.  AI also strengthens fraud detection by identifying anomalies and automates 
decision-making to reduce errors and costs. 
 
What advice would you give those students and young professionals who are interested in pursuing a 
career in the commodity markets? 
 
For those pursuing a career in commodity markets, focus on commodity finance and economics to 
understand market dynamics and regulatory frameworks.  Take statistics and data analysis courses to 
develop strong analytical skills, crucial for interpreting market data and trends.  Machine learning courses 
will help in leveraging advanced techniques for predictive modeling and risk management.  Combining 
these areas will equip you with a robust skill set to analyze and forecast commodity market movements 
effectively. 
 
Thank you, Professor Westgaard, for the opportunity to interview you in the CID!  


