
ICIS looks country-by-country at the key potential supply, 
demand and regulation changes which could impact 
power prices and market liquidity in Europe in 2017.

The European low-carbon energy transition is on the 
brink of entering a second phase over the coming 12 
months, a second phase that promises to open up 
opportunities for market participants, as energy market 
2.0 starts to become a reality in many countries.

If phase one, from the 1980s to the present day, was 
about pulling new technologies through to market 
via generous subsidies, building out capacity at pace 
and driving down costs in the process, phase two is 
different. Low-carbon power generation technologies 
must mature before anybody can realistically say we are 
entering a second phase, and the signs were there in 
2016 that Europe is indeed ready.

While fixed, centralised subsidy was the favoured 
model for upscaling solar power or capital-intensive 
offshore wind, the model of choice across Europe in 
2017 will be a competitive one based on market forces.

Capacity development has now reached the stage 
where wholesale power prices have also been driven 
down and governments are now scrambling to find 
models capable of pulling new capacity that was 
previously the backbone of power supply – thermal, 
predominantly gas-fired power plants – through to 
market as back-up to variable renewables.

Renewables are not yet fully capable of standing on 
their own two feet, free without question from a need for 
financial support, but they have at least taken their first 
tentative steps in this direction. 

The low-carbon transition is nothing short of the energy 
sector’s industrial revolution. And this requires some 
upheaval in market design, which will also come to the 
fore in 2017.

Going into 2017, the low-carbon energy transition 
will affirm itself by putting in place the foundations 
that will allow it to grow further. The year will be less 
one of transition, more one of consolidation. Market 
participants should also look to consolidate their place 
in energy market 2.0.  
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BULGARIA AND SERBIA

Forward trading on the Bulgarian electricity market is likely 
to consolidate onto one of the many platforms currently on 
offer.

At the moment, the majority of traded volume goes through 
the selling platforms of the three local producers – utility 
NEK, Kozloduy nuclear power plant and Maritsa East 2 coal-
fired plant. Deals are also transacted bilaterally between 
traders.

Some minor up-tick in liquidity was registered on the over-
the-counter (OTC) screen operated by broker Tradition in 
2016 but this was not expected to be a long-term trend.

In the last quarter of 2016, day-ahead exchange IBEX 
launched its centralised platform for bilateral contracts 
which includes screens for auctions and continuous forward 
trading.

Even though the two screens have so far failed to attract 
much interest due to high trading costs and delays in the 
signing of counterparty agreements, market participants 
expect that the three local producers will eventually close 
their own platforms and start selling all their volumes on 
IBEX, making it the most liquid platform in the country.

On paper, the Bulgarian market reached full liberalisation in 
April 2016 when households and small business, the last 
segment supplied at regulated tariffs, were given the right to 
choose their supplier.

However, customers are yet to start actively exercising their 
new right. The public as a whole needs to be educated 
about it and the process of changing supplier needs to be 
simplified.

The government is yet to announce official plans for 
the overhaul of the Bulgarian electricity market model. 
Preliminary reports were suggesting a contract-for-difference 

(CfD) system. This would effectively unlock electricity 
volumes under long-term contracts to be sold directly to the 
market. 

However, with early governmental elections looming in the 
spring, any announcement is likely to be postponed until the 
second half of the year.

Bulgaria’s controversial electricity export tariff will remain 
uncertain in 2017. The tariff can be changed more than once 
a year, creating a risky environment for companies involved 
in cross-border trading. Once again, different governments 
may have different plans regarding the tariff in 2017. 

Serbian OTC liquidity is unlikely to see a significant boost in 
2017. Despite the launch of the long-awaited SEEPEX day-
ahead exchange, trading interest on OTC in 2016 saw only 
a minor improvement. Liquidity on the exchange itself is still 
fairly low. 

CZECH REPUBLIC

The main price drivers for Czech power in 2017 will likely 
be the neighbouring German market, market coupling with 
Hungary, Slovakia and Romania and domestic nuclear plant 
availability. 

As extended nuclear maintenances are scheduled to take 
out a substantial chunk of the Czech generation fleet for 
most of the year, prices are likely to remain above the 
German market, but will track the price movements of the 
larger market due to its proximity and considerable physical 
flows of electricity across the Czech-German border. 

More cross-border power capacity on the Czech-German 
border could become available early in 2017 as phase 
shifting transformers reduce disruptive unplanned loop 
flows. The official launch date is unclear at this stage, but 
a spokesman for 50Hertz said that it would not take long to 
bring them into operation.
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It is hoped this will increase cross-border capacity on the 
Czech German border, which was severely restricted 
during 2016. Monthly cross-border capacity from Germany 
(50Hertz) to the Czech Republic was cut to zero between 
February and June and reduced to 50-100MW in the other 
months, according to data from the Joint Auction Office 
(JAO). But some daily capacity was available on the border.

New capacity is scheduled to come online in the Czech 
Republic at the end of March, with the commercial operation 
of a 660MW lignite-fired unit at Ledvice power plant. The 
Ledvice 4 unit was previously scheduled to start operation 
on 31 January. This earlier date was only the latest in a 
series of scheduled commissioning dates for the unit, which 
has been delayed a number of times over the last two years.

Czech nuclear availability will be restricted for the third 
year running in 2017 by extended outages at the Dukovany 
nuclear power plant. A series of outages scheduled means 
that the 2GW plant will not operate at full capacity until at 
least 12 November. The plant is comprised of four 500MW 
blocks, each of which will undergo extended maintenance. 
Some of these maintenance periods will overlap, cutting 
availability to 1GW. 

FRANCE

French power supply margins are expected to ease in 2017 
as nuclear availability should begin to normalise by early 
February, which means prices will likely be lower than the 
spikes of autumn 2016.

Half of the 12 reactors, which were still subject to tests on 
steam generators in the last quarter of 2016, have restarted, 
while the last two outages are scheduled to end by March.

Availability will still be capped at around 93% due to 
extended outages at four different reactors, including the 
1330MW Paluel 2, which is not scheduled to return before 
the end of November.

French fossil fuel plants also appear to have been given a 
second lease on life, helped by the government’s decision to 
scrap the carbon price floor and launch a capacity market.

The energy company ENGIE has accordingly reversed its 
decision to mothball the 428MW gas-fired Cycofos plant in 
May, while both EDF and Uniper have now completed the 
modernisation of the five remaining coal-fired turbines in the 
country.

This means that the only capacity still expected to close in 
2017 is at the fuel oil plant at Porcheville, where 1.2GW is to 
shut down in the spring.

New capacity will be coming from renewables, including 
Uniper’s 170MW biomass plant in Provence, which has 
been converted from an old coal-fired unit, and is scheduled 
to begin commercial operations on 1 March. 

The shift from feed-in tariffs to feed-in premiums may slow 
down the rate of new onshore wind projects. The new 
subsidy scheme was introduced at the start of 2016, but did 
not then apply to onshore wind, which has been growing at 
a rate of around 1GW/year since the previous scheme was 
fixed in 2014.

The government will likely aim to finalise a decree on the 
early closure of the 1.8GW nuclear plant at Fessenheim 
before the French Presidential elections in April and May.

Republican candidate Francois Fillon has already indicated 
that he will aim to reverse the decision to close Fessenheim. 
This would require an amendment to the energy transition 
law, which caps nuclear availability at 63GW, making it 
necessary to close capacity when the new 1.65GW reactor 
at Flamanville is completed in 2018. 

GERMANY

The German wholesale power market might remain volatile 
in 2017 amid low nuclear availability in the region, China’s 
coal import demand and unprecedentedly high levels of 
fluctuating renewables. 

Low and unpredictable nuclear plant availability in France, 
where some reactors are undergoing a safety review, might 
cause prompt price swings in Germany in the winter months, 
until power demand for heating drops in spring. 

Due to growing wind and solar capacity, the German power 
system will need even more flexibility to avoid deeply 
negative prices when low electricity demand coincides with 
high renewables generation.

The 1.3GW Gundremmingen B nuclear unit will close in 
2017 as part of Germany’s nuclear phase-out. Fossil-fuel 
capacity is likely to drop too. A number of large coal units 
are due to close in 2017 and two more lignite units will enter 
Germany’s climate reserve. 
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ICIS calculations also show that generating power from gas-
fired plants in 2017 will not be as profitable as it has been 
in recent months, which indicates that the output from these 
plants is likely to decline. 

Renewable production is expected to increase as wind 
power capacity should further grow ahead of the full 
implementation of a tender-based subsidy system.

As a result of recent market reforms, this year the first 
capacity reserve will be set up and non-pilot renewable 
subsidy tenders will be launched. 

No further significant legislative changes are likely in 
Germany ahead of the general elections in autumn 2017. 

However, some regulatory changes impacting short-term 
trading, mandated by the recently-approved power market 
design legislation, are yet to be made. 

It remains to be seen whether a final decision about 
the future of the German-Austrian power price zone will 
be made in 2017. Austria said it would appeal a recent 
decision to split the zone by the European Agency for the 
Cooperation of Energy Regulators. 

HUNGARY

Prices are likely to remain volatile in Hungary for at least the 
first few months of 2017 amid ongoing issues with nuclear 
generation in the French market and tight supply closer to 
home due to low levels of Balkan hydropower. 

Hungary sources a large part of its electricity from the 
Balkans, so along with bullish sentiment feeding in from the 
western markets on France’s nuclear problems, low hydro 
stocks are likely to keep Hungarian prices high until warmer 
weather caps demand.

There is a chance that the construction of a 2.4GW 
extension to Hungary’s Paks nuclear power plant could 
begin in 2017. 

After the European Commission closed an infringement 
procedure relating to the project, Hungarian government 
minister Janos Lazar said there was a chance construction 
could start as early as this year. Construction was 
previously expected to begin in 2018 at the earliest, 
with commissioning due between 2025-2026. Licensing 
procedures for the project are also expected to be 
completed by spring 2017.

There is still an ongoing infringement procedure against 
Hungary over the Paks expansion as it is thought the 
funding of the project may amount to state aid.

Hungary is expected to launch a new support scheme for 
renewable producers by mid-2017. This new programme is 
intended to help more producers enter the wholesale market 
and help Hungary reach its target for green energy.

Renewable producers with over 1MW of capacity and wind 
farms can win a green premium through tenders on top 
of being able to sell their electricity on the open market. 
Producers with between 0.5MW and 1MW will receive a 
green premium without a competitive bidding process and 
for plants with up to 0.5MW except wind farms, there will be 
little change to existing support.

Power from these smaller producers will be bought by 
Hungarian grid operator MAVIR, before being sold on HUPX 
at the exchange price and producers will get support from a 
feed-in tariff.

Biomass or biogas plants can also receive a premium on top 
of the brown power price in order to avoid potentially having 
to shut-down entirely or having to switch to more polluting 
but cheaper fossil fuels. The amount of this premium will be 
decided on a case-by-case basis.

The support scheme will only be available to new producers, 
but existing plants will be eligible to win green premiums 
if new capacity is added or if major renovations or 
improvements are expected.

ITALY

Italian power traders will continue to look at the French 
market for cues about prices movements, especially for 
deliveries on the spot and for winter periods when supply 
margins in France might be tight. 

Natural gas prices will also play a major role in traders’ 
strategies because of Italy’s high reliance on gas-fired power 
plants. Unless weather-driven demand shocks surface later 
in the year, gas plant profit margins are likely to remain be 
lower than in 2015 and 2016.

Grid operator Terna is expected to finalise the regulation for 
Italy’s capacity market auctions in the next few weeks and 
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to hold the first round of auctions by the beginning of the 
second quarter. 

The auctions will offer reliability call options on an annual 
basis which will translate into payments linked to available 
capacity of plants rather than their actual electricity output. 

In December, energy regulator AEEGSI recommended that 
the maximum premium paid for the option contracts in the 
first yearly auction should not exceed €75,000/MW. The 
delivery period of the first option contracts should cover the 
second half of 2017 and 2018.

The way in which imbalance charges are calculated will 
change yet another time in the second quarter, as AEEGSI is 
pushing for reintroducing a methodology abandoned in 2010. 

Currently, the type of imbalance of the macrozone – whether 
it is long or short – is linked to the type of offers Terna 
accepts on the ancillary services market. The system does 
not account for electricity flows from one macrozone to the 
other for balancing reasons. 

According to the regulator, the pre-2010 calculation system 
better reflects the nature of each macrozone’s imbalance by 
estimating the imbalance of each consuming and producing 
unit and aggregating them, though being more complicated.

As part of the change, the regulator will also double to 
30% the threshold determining whether a less favourable 
imbalance charge methodology will apply to consuming 
units on the ancillary services market. The threshold will be 
scrapped for smaller producing units. 

NETHERLANDS

Price movements in Dutch power will continue to be driven 
primarily by the TTF natural gas hub, due to the role of gas 
as the marginal fuel in the country, and the neighbouring 
German power market, due to the significant interconnector 
capacity between the two countries. 

However, the availability of nuclear capacity in France will 
also influence prices in the Netherlands during the winter, as 
it did in the second half of 2016.

The Dutch government has delayed making a decision on 
the future of the country’s coal-fired capacity, but is expected 
to do so in 2017. 

The lower house of the Dutch parliament voted in favour of 
closing all the country’s coal-fired power generation capacity 
in a non-binding vote, stating that this was the only way to 
meet the target of reducing greenhouse gas emissions by 
25% in 2020 compared to 1990 levels. The government 
has previously expressed its reluctance to close the three 
newest plants, all of which came online in 2015.

The country is due to hold another offshore wind tender 
in 2017, with 700MW on offer. Two 700MW tenders were 
held in 2016, with the first breaking the record for the lowest 
offshore wind subsidy at €72.70/MWh, while the second 
came in 25% lower at €54.50/MWh.

POLAND

Supply from Poland’s coal-fired power producers will be a 
key driver of prices in 2017 as the country continues to rely 
on generation from coal.

By the end of this year, one of Poland’s state-owned 
companies Energa plans to start generating electricity at a 
new 1GW unit at the Kozienice coal-fired plant. This will be 
on top of Kozienice’s existing installed capacity of 2.9GW, 
further increasing the country’s supply in conventional 
electricity.

Any unplanned outages at the existing big coal plants, 
operated by the country’s state-owned utilities, will still play 
an important role on the market in days of high demand and 
a tight system.

Poland could proceed with its plans to implement an 
electricity capacity market, which would help subsidise 
coal-fired producers, despite calls from the European 
Commission to cut down support for this sort of generation.

Although the Polish energy ministry has not yet disclosed 
any deadline for decisions regarding the capacity market, an 
agreement on its final shape is likely to be reached in 2017 
to ensure profitability of any new coal-fired investment in the 
country.

The current ruling party, Law and Justice, is known for its 
protective stance on the domestic coal mining sector – a key 
area of Poland’s national economy. This is why deciding on 
any subsidies for coal producers will be of key importance 
for the government in Warsaw this year.

Available cross-border capacity to and from Poland will remain 
a key focus for counterparties trading with Poland or on its 
domestic market this year, as it will determine the source and 
amount of supply available to the market on any given day.
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The country opened its borders to import capacity from 
Germany and Lithuania, making significant progress in 
moving away from its status as an energy island in the 
second half of last year. However, limited import capacity 
might not be enough to prevent sharp price fluctuations in 
2017 in case of significant day-on-day drops in wind power 
generation or unplanned plant outages.

Despite Poland’s reliance on coal generation, electricity 
produced by wind farms became an important source of 
supply over 2016 and is likely to remain the case in 2017. 
Poland’s installed wind capacity reached 6.1GW by the end 
of last year, increasing by 5.2% over the year. 

ROMANIA AND GREECE

Freezing cold hit the Balkan region at the start of 2017, 
which prompted supply concerns and some record high 
prompt power prices. 

The weather is likely to remain a short-term key driver with 
the high prompt pushing key curve contracts up and causing 
volatility. Looking ahead, hydro and wind generation will 
continue to dictate energy prices in Romania.

Romania is yet to clarify an amendment to its energy bill, 
allowing producers to sell energy to each other bilaterally 
or through brokers as opposed to having to trade on the 
national OPCOM exchange platform. But the approved 
amendment clashes with an already approved text of the 
same bill, which bans all trading outside OPCOM platforms. 
It is not yet certain how the contradiction will be tackled.

Possible options include further amendments to the text, as 
well as an actual regulatory change. An alternative solution 
could be OPCOM creating a separate platform for producers 
only.

The Greek pool price, also known as the system marginal 
price, will be affected by local legislation changes, as well 
as price developments at more liquid export destination 
markets such as Italy and Hungary.  

Greece will continue holding auctions under its NOME 
system in 2017, despite state-owned incumbent PPC filing 
a court appeal against the model last October. The system, 
dubbed “Yankee style”, obliges PPC to sell electricity to rival 
producers at a discounted price. The aim is to reduce PPC’s 
dominant position and hence bring the Greek electricity 
market in line with the EU competition model.

The state-owned producer has criticised the auction system, 
picking out areas such as the methodology used to derive 
the starting price, as well as sale volume obligations. 
Nevertheless four NOME auctions are planned in 2017, in 
January, April, July and October.

A new Greek wholesale electricity market design is back 
on the agenda after the country’s energy ministry opened a 
public consultation on the matter last September. Currently 
Greek market participants can only submit bids into a 

mandatory pool, which produces the system marginal price. 
The pool is cleared by market operator LAGIE.

The introduction of a physical forward market would allow 
bilateral trading between suppliers and producers inside 
Greece. Exact details of how this will work in practice are yet 
to be finalised. 

SPAIN

Spanish day-ahead power prices can be expected to drop 
from current record highs if wind generation picks up and 
rain returns to lift hydro output. Replenished hydro stocks 
over the next few months could weigh on front month and 
quarter contracts.  Further out, natural gas movements will 
drive the far curve as the fuel is used in gas-fired electricity 
generation.

Spain’s super-regulator CNMC is looking into whether 
improper market activity has boosted electricity prompt prices. 

The new energy minister Alvaro Nadal has asked whether 
an official investigation was required to explain the strength 
of contracts in December 2016. Since then they have risen 
further. The Day-ahead Baseload contract for delivery on 
11 January 2017 on the OMIE exchange was set at €72.87/
MWh, the highest since 21 December 2013. No deadline has 
been set for a decision into whether an investigation will start.

The country’s utilities will be hoping for a raft of policies to 
address the direction for the conventional and renewables 
sectors. Outstanding issues to be addressed include a plan 
for the combined heat and power sector, the ageing nuclear 
fleet and developing renewable capacity. The industry was 
leaderless for the majority of 2016 before the People’s Party 
managed to put together a governing coalition in late October.

Spain’s renewable sector will bid for 3GW of capacity in 
an auction that has been earmarked for the first quarter 
of 2017. A smaller event in 2016 saw bidders win all the 
capacity at market price – without any state subsidy. 
Renewable associations have doubted whether this will be 
repeated and requested further auctions for the peninsular. 
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The energy ministry has promised a forthcoming renewable 
capacity auction for the country’s islands but no further 
information has been released. 

TURKEY

The multiple regulatory changes introduced in the Turkish 
electricity market in 2016 led to a drop in liquidity levels as 
traders were taking a more cautious outlook.

The new year, 2017, may not be much different, as 
uncertainty continues to dominate the country across all 
sectors.

Firstly, there is uncertainty related to Turkey’s economic 
performance. The medium-term economic programme 
published by the Organisation for Economic Cooperation 
and Development (OECD), at the end of 2016, foresees 
Turkish GDP year-on-year growth of 3.3% in 2017, up  
from last year’s 2.9%. The growth will be largely driven  
by a rise in domestic demand and exports, according to  
the report.

Nevertheless, recent sharp falls in the exchange rate, 
combined with a pending increase in oil prices are expected 
to widen out Turkey’s current account deficit. Further 
regional and domestic political instability could also sap 
investor confidence, at a time when the energy sector needs 
cash injections, particularly in its infrastructure.

An encouraging economic performance could boost 
electricity demand and attract interest across the value 
chain – from infrastructure investments to new market 
opportunities. It would also boost spot power prices which 
have been on a downward trend since 2015.

Higher spot prices would bring some relief to thermal 
generators who had been forced either to ramp down 
production because of disappointing spark spreads or seek 

government support. Equally, bullish spot prices would be 
the sought-after remedy to a debt-ridden industry.

The obverse of higher economic growth may also be true, 
considering that this has been the case throughout 2016.

At a fundamental level, bearish drivers such as an 
oversupply of hydro and wind production could puncture the 
spot premium.

The final quarter of 2016 proved rather dry. Nevertheless, 
the latest snowfall in December and January could help to 
replenish reservoirs in spring and pressure both spot and 
curve values. 

UK

The second half of winter 2016-17 is likely to be shaped 
by movements on fuels, in particular gas, oil and coal. 
Concerns over French nuclear supply, which had a dramatic 
impact on the UK power market in October and November, 
will remain in the background despite a return to relatively 
normal nuclear availability in France.

Supply at Britain’s NBP natural gas hub is looking less 
plentiful for the first quarter than it was 12 months earlier, 
as long-range storage site Rough’s reliability has come into 
question increasingly and LNG imports have dwindled.

But traders are expecting further falls on oil, which could 
have a bearish impact on both gas and power curves. 
The scheduled return to full capacity of the 2GW IFA 
interconnector with France at the end of February will also 
be watched keenly by the market.

Traders are already eyeing changes to summer ’17 
fundamentals that could alter the shape of the market. 
Expectations of increased solar capacity, which helped 
alter the demand profile on sunny days last summer, have 
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led some sources to suggest that peak prices in the period 
could settle lower than off-peak ones. 

As solar capacity is connected off-grid in the UK, periods of 
high generation reduce system demand typically early-to-
mid afternoon when the sun is at its strongest. Installed solar 
capacity currently stands at 11.5GW, up from 9.3GW at the 
start of last April, and is likely to rise further ahead of next 
summer despite recent cuts to subsidies.

Supply for Winter ’17 is expected to be as tight as this 
winter following the closure of coal plants and absence of 

new thermal construction. But the decision to bring forward 
the capacity market mechanism by one year to the start of 
winter 2017 could soften sentiment on the contract once the 
auction is held, which starts on 30 January. 

The government has set a procurement target of 53.6GW 
of capacity, which will provide guaranteed availability to the 
market for one year from the start of next winter. Around 
5GW of capacity currently outside of the market has 
qualified to enter the auction and could return to the market 
if successful in the bidding. 

http://www.icis.com/energy/power/european-daily-electricity-markets/

