
Energy market trends
The prices of the main European energy commodities, after a descending parabola that culminated in 
2016, showed double-digit growth in 2017 even though the maximum values achieved in the two-year 
period 2014/2015 were not reached.

In the year 2017, the price of Brent has fluctuated mainly between 50 and 60 $/bbl, with an annual 
average of 54.8 $/bbl, an increase of 21.6% compared to 2016 (equal to 45.1 $/bbl).

The recovery of prices were influenced, especially in the last months of the year, by the intentions 
expressed by the OPEC members of wanting to prolong the time (throughout 2018) and extend the 
agreement on production cuts to other countries with the aim of maintaining prices on current levels, 
which appear to be a fair compromise for both producer and consumer countries. The forecasts 
released by Unione Petrolifera show a price of Brent which, on average of 2018, is expected to settle 
in a range between 55 and 65 $/bbl; however, downward pressure could derive from the reactive 
response of American shale oil. 

Global oil demand in 2017 averaged 97.0 million barrels per day, an increase of 1.6% compared to 
2016. China has contributed to this result with an increase of 600,000 barrels a day; demand has 
grown for the third consecutive year in Europe, exceeding the threshold of 14 million barrels per day. 
At world level, oil is confirmed as the primary source of energy, with an estimated share of around 
32%, followed by coal with 27% and gas with 22%. According to the US agency Energy Information 
Administration (EIA), in 2018 world oil demand is expected to grow by an additional 1.7 million barrels 
per day.

As for the offer, according to the US agency Energy Information Administration (EIA), in 2018 American 
production is expected to grow at a record level of 10.3 million barrels per day, 11% above of 9.3 
million barrels per day in 2017. If these forecasts were to occur, the United States would become the 
world’s leading oil producer, surpassing Russia and Saudi Arabia. The OPEC, in the monthly report of 
December, expects the offer of countries belonging to the economic cartel to stabilize at 33.2 million 
barrels per day in 2018, to balance a market characterized by global demand of 98.5 million barrels 
per day. 

Coal in 2017 has shown high prices since January; it declined in the second quarter (close to 70  
$/tonne) and then increased further from the second half of the year. The average price of coal in 2017 
amounted to 83.8 $/tonne, recording an increase of 40.4% compared to 2016 (equal to 59.7 $/tonne) 
driven by demand from Asian countries, primarily from China. For the current year, forward curves 
indicate prices with average values close to 90 $/tonne. 

Electricity
Electricity consumption in Italy has grown in 2017, reaching its peak since 2013: the net electricity 
requirement amounted to 320,437 GWh (source: Terna), with an increase of 2.0% compared to 2016.

Net production of electricity was 285,118 GWh, up 1.9% on an annual basis. The reduced water 
availability led to a significant decrease in production from hydroelectric sources, which stood at 
37,530 GWh, a decrease of 14.3% compared to the previous year. Thermoelectric production increased 
with a 4.6% increase compared to 2016 and stood at 199,500 GWh, benefiting from low levels of 
hydraulicity and imports (particularly in the first months of the year with reference to the decline in 
production from nuclear source registered in France).

As for renewable sources, there is a discordant trend: the photovoltaic sector shows an increase of 
14.0% compared to 2016; on the other hand, geothermal production fell (-1.4%) and, to a lesser extent, 
wind power fell (-0.2%), which showed a strong decline in the first part of the year.

National production, excluding pumping, accounted for 88.3% of the demand for electricity, while net 
imports satisfied the remainder.

Regarding electricity prices, the PUN (Single National Price) Base Load in the year 2017 returned to 
growth, reaching 53.9 €/MWh, compared to the historical minimum of 2016 (equal to 42.7 €/MWh), 
recording prices in line with the two-year period 2014-2015. The price showed a discordant trend over 
the year: starting from high January values (72.24 €/MWh and conditioned by the stoppage of some 
French nuclear plants), it fell in April and May (both around 43.0 €/MWh) to then rise again gradually 
in the third quarter and reach an average value of 61.8 €/MWh in the last quarter of 2017. 
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The growth of the PUN reflected a context characterized by the rise in the prices of the main 
commodities, including in particular that of gas, as well as the recovery in volumes traded. Upward 
trend also for average prices in high load time slots (+28.2% for the Peak Load PUN reaching  
61.8 €/MWh). The price in low load time slots (Off-Peak PUN) recorded an increase of 24.8% to  
49.6 €/MWh. For the current year, forward curves indicate Base Load PUN prices with average values 
close to 51 €/MWh. 

Natural Gas
In 2017, the demand for natural gas increased by 6.1% compared to 2016, amounting to 74,683 Mcm 
(source: Snam Rete Gas), consolidating the progressive recovery compared to the minimum value 
reached in 2014.

The growth mainly concerned the consumption of the thermoelectric sector which stood at 25,438 
Mcm and recorded an increase of 8.8% compared to 2016 despite the sharp decline in September 
(-21% compared to September 2016) and December (-9% compared to December 2016); the increase 
was particularly marked by the increase in electricity demand and the drop in renewable hydroelectric 
production. Industrial sector consumption confirms the recovery phase and reached 14,342 Mcm, 
with an increase of 7.1% compared to 2016. Consumption of the residential and commercial sector 
also increased in the average of 2017 (+3.1%). 

On the supply side, imports of natural gas continue to grow reaching 69,216 Mcm (+6.4% over 2016), 
while national production declined by 5.9%. Imports represented around 93% of requirements net of 
changes in stocks while national production covered the remainder. Among the entry points, imports 
of natural gas from Russia to Tarvisio remain the main source equal to 30,082 Mcm (+6.8%), followed 
by imports of Algerian gas to Mazara stable compared to 2016 (18,880 Mcm, +0.3%). On the other 
hand, imports from Northern Europe recovered (+8.1%) while imports from Libya decreased (-3.2%).

The price of gas to the TTF for 2017 amounted to 17.3 €/MWh, up 23.9% over the previous year (14.0 
€/MWh). The price of gas to the PSV showed a trend in the period that, starting from the high values 
in January, equal to 22.8 €/MWh, declined in March, to 17.8 €/MWh and then settled in the third 
quarter of the year at values close to 18.0 €/MWh and increased in the last quarter at an average 
value of about 22.0 €/MWh. The average price of gas to the PSV for 2017 amounted to 19.6 €/MWh, 
up 25.5% over 2016 (15.6 €/MWh). For 2018, forward curves indicate prices with average values 
around 20.0 €/MWh. 

The trend in the respective prices resulted in a PSV-TTF differential of 2.3 €/MWh for the reporting 
period, up compared to the differential of the previous year (1.7 €/MWh). The gas market to the 
PSV tends to confirm a structural spread over the TTF for the year 2018, revealing a short market 
dependent on imports from North and Eastern Europe. For the year 2018, a spread of around  
2 €/MWh is expected (source: Ref).
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