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Agenda

A Energy price developments: Main
factors & impact across Europe

A Gas vs. electricity price differentials

A Outlook for the next six months.
Winter season a key variable.

A Policy considerations:

A Short-term relief

A Price volatility and its effects
A Market design considerations
A Broader transition pathways




Introduction

European Commi ssi o
Communication of 13 October tasks

] ACER'’s Preliminary
ACER with: E Assessment of Europe's
_ _ high energy prices and
A studying the benefits and drawbacks of NN the current wholesale
C L. . : -\ electricity market design
the existing electricity market design &
proposing recommendations for Sz Vil Srirg e (VeI el

assessmentby the European
Commission by April 2022;

November 2021
% : PART 1
A undertaking a preliminary assessment W | AGERS response to the task rendered by

the European Commission in its
of the situation in the electricity market foobaxommunieation o713 Getober 2021
& reporting by mid-November.
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Wh at a di fference
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Source: ACER calculations based on ENTSO-E data.


https://app.powerbi.com/groups/me/reports/9b372a7e-f2da-40da-9650-2da3ba059091/ReportSection0d4d73bf711190c8bad6?pbi_source=PowerPoint

Strong global demand for LNG. Tight supply.

COMPARISONOF INTERNATIONAL GAS PRICES VS EU LNGIMPORTS: 20171 2021

Global competition for LNG supplies leading to less LNG arrivalsintheEU (t he gl obal Oswi.ng |

Source: Reuters and ACER calculation. 5



Contributing factors for the EU specifically

CHANGE IN SUPPLY TO THE EU MARKET: 2019vs 2021 in bcm

: : ADDITIONAL FACTORS:

133 A Coal and carbon price increase
AWeather (e.g. hot summer)

A Lower renewable generation
(wind, hydro)
A Steady pipeline supply affected

by maintenance and lessening
iInvestment in new production

With similar demand comparedto
2019, the EU has in 2021 net
approx.10% less gas supplied
at its disposal. So far the gap has
been picked up by gas storage.
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Source: Oxford Institute of Energy Studies based on ENTSOG, GIE and Kpler



Impacts more uniform for gas than for power

GAS FRONT MONTH CONTRACTS AVERAGEELECTRICITY PRICES FOR BIDDING ZONES
FROM JANUARY T NOVEMBER 2021 (EUR/MWh) IN EUROPE: OCTOBER 2021 (EUR/MWH)
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Source: Reuters and ACER calculation (for gas); ACER calculation based on ENTSO-E (for electricity).



Drivers of power price differentials

COUNTRIES AND THEIR EXPOSURE TO HIGH AVERAGEDAY-AHEAD ELECTRICITY PRICES (EUR/MWh) AND
ELECTRICITY PRICES IN SEPTEMBER 2021 AVERAGEGAS GENERATIONAS APERCENTAGE OF ELECTRICITY
DEMAND IN EUROPE (%): SEPTEMBER 2021
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Source: ACER calculation based on ENTSO-E data. 8



Gas & electricity price correlation is not new

ELECTRICITY DAY-AHEAD PRICES DISTRIBUTION COPARED TO THE COST OF
PRODUCING ELECTRICITY WITH GAS IN EUROPE (20107 2021) (EUR/MWh)

Source: ACER calculations based on ENTSO-E and Platts data.



