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Energy prices and costs in Europe

This third energy prices and costs report (following 2014, 2016) assesses
trends in prices and costs of fuels in Europe, providing background facts
and figures for EU energy policy making

It updates data (including on 2014 subsidies estimates), adds more data on
petroleum products, and on energy costs, especially for energy intensive
industries (drawing on DG GROW studies & analysis).

It provides evidence supporting the ongoing energy transition (including
the LTS), and a timely review of taxation, subsidies, revenues and ($/€)
imports.



Wholesale and

international prices

The volatility of international fossil fuels prices impacts the EU energy prices

Crude oil (Brent) and European wholesale
gasoline, diesel and heating oil prices
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Wholesale electricity prices in the EU
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International gas and electricity prices

Wholesale electricity prices for industry European, US and Japanese wholesale gas prices
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Different price structures across MS, fuels and consumer groups

Household electricity prices in 2017 Household gas prices in 2017
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Retail prices for
industry - Taxation
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The importance of taxation in electricity prices

Taxes on industrial electricity over time Taxes on industrial electricity in 2017
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Retail prices for industry -
price regulation
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Price regulation : the case for non-household electricity and gas markets

Electricity Gas

Electricity based on band ID (2 000 MWh < consumption < 20 000 MWh)
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The energy import bill

Estimated import bill
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 The EU is still
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‘energy poverty: energy as a share of household expenditure

« Spending on energy
averages 5.5%, up to
10%

- Wide differences across
Member States

Expenditure on energy in lower middle income EU households
(Euros and share of total expenditure)

3500 €

3,000€

2500€

2.000€

1500€

1,000 €

500 €

D€ A

BG RO EE HU HR PL LT LV FI C¥Y PT S5E E5 CZ GR UK MT M EU FR NL 5K AT DE 51 BE IE LU DK
avE.

m Electricity @ Share of household energy (rhs)

m Heat Energy

m Solid fuels

m Liquid fuels

m Gas

Source: Directorate-General for Energy

20.0%

- 18.0%

- 16.0%

14.0%

- 12 0%

- 10.0%

- 8.0%

- 6.0%

L 4%

- 2.0%

+ 0.0%



Competitiveness - Costs

for the industry
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Energy costs and competitiveness at macroeconomic level

The EU's overall
competitiveness remains
stable compared to main
trading partners

IMD World Competitiveness Database; scores of IMD World Competitiveness Database; scores of
EU countries by Overall Competitiveness non-EU G20 countries by Overall Competitiveness
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+ Despite the existence of
significant energy price
differentials
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Costs for the industry -
competitiveness
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Energy shares in total production value and RUECs

Purchase of energy products as a share of total production

value in Manufacturing
Source: ESTAT, SBS (Spetember 2018)
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Energy cost as % of total production costs

Costs for the industry —

competitiveness
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Declining energy shares in production costs
(but still significant for energy intensive sectors)
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International price comparisons over time

Retail electricity prices — EU vs G20
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International comparisons on energy costs and intensity

Energy costs and energy intensity in energy intensive sectors
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120 € bn . + Public spending, energy subsidies
- increasing to drive the energy
transition (€170 bn in 2016).
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o + fossil fuels subsidies not declining
despite the EU's international
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Energy taxation provides stable and significant government revenues

ano 6%
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€280billion
per year

i.e. close to
5% of tax
revenues
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Projections suggest future prices increasingly cover
(investment) costs, reducing need for subsidies
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To discuss!

Volatile (international) fossil fuel prices still drive EU prices
» Decarbonisation, long term strategy

Price divergence across MS has declined, but can still be significant
» internal market

International position of the EU stable (generally between Asia and fossil fuel
producer countries)

» international competitiveness
Major tax and levy divergences across MS, fuel and consumer group
» Competition distortions, weak price signals for energy policy goals
Energy costs affect macroeconomy, households, industry
» Imports, S/€
» supports, subsidies & price signals
» Support for level playing field, appropriate subsidies
Energy taxes provide revenues
Energy subsidies need reviewing (NECPs) and should decline in the future

Source: Directorate-General for Energy
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THANK YOU!

More information on:

https://ec.europa.eu/energy/en/data-analysis/energy-prices-and-costs

Source: Directorate-General for Energy
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BACK UP SLIDES

Source: Directorate-General for Energy




Retail prices -

Taxation
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The importance of taxation in electricity prices

Taxes in household electricity over time Taxes in Household electricity prices in 2017
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Different price structures across MS, fuels and consumer groups

Household electricity prices 2008- 2017 Household gas prices in 2008- 2017
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Internal market -
Retail prices
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Price regulation : the case for household electricity and gas markets

Electricity Gas

Electricity, weighted averages Gas, weighted averages
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Retail prices
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Dynamic pricing - 2

Potential savings from switching to dynamic price contract (DPC);
Band Band Db : 1 000 kWh < Consumption < 2 500 kWh; Actual

vs, DPC
Kources: Eurostat; odd Ui of prowicers of consumer o st Plotts; powar snchanges
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Table 21 - Estimated average annual zavings per Band, EUR, 2016

ESTAT TI HU IT NO UK ES IE
Band

DA 1994 203 1881 20,54 69,19 30,70 84.63
DB 01 504 3126 4219 110,14 3933 180,61
DC 3084 10,78 52,49 4130 14776 35,29 27833
DD 2533 20,37 8098 45,10 256,38 20,48 526,16
DE 1.60 n.a. na 5802 573,12 7741 1334 68

Sources: Price data: 5&P Global Platts; Consumption data: Elenia Oy (Finland), Vaasa ETT and EDF-DEMASZ
(Hungary); Regulatory Authonty for Electricity, Water and Gas (Ttaly); Norgesnett (Morway); UK Data Archive
- Cenire for Sustzinable Energy - EDRP project (UK); ENEL Group - Endesa Distnbucion Eléctrica (Spain);
Inzh Social Science Data Archive - Commission for Energy Regulation (CER) - CER Smart Metering Project
(Ireland)
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1000 kWh / year < Consumption <2500 kWh / year
0,16 EUR/KWh

0,14 EUR/KWh |
0,12 EUR/KWh |

BT

0,10 EUR/kWh

L

0,08 EUR/KWh -
0,06 EUR/KWh |

0,04 EUR/KWh

1

0,02 EUR/KWh

1

0,00 EUR/kWh T T 1
2011 2012 2013 2014 2015 2016

DPC + Mark-up DPC, no mark-up ===ESTAT ==DPC+ UBMU




Internal market -

Retail prices
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Dynamic pricing - 1

What are dynamic price contracts?

e

[« Market-based: Contracts that reflect hourly day-ahead spot market prices
* Consumers will pay hourly spot price * consumption volume that hour
* Transparent. Supplier income earned as an add-on to the wholesale price

* Add-on fee structure typically € per year/month or €/kWh

Source: Directorate-General for Energy
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The energy transition - Prices

vs costs and investments
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Looking forward:
Investments in electricity capacity
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