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No lull in the energy markets

o Electricity prices: As winter approaches, high gas prices are having an increasingly
significant impact on electricity prices, as gas-fired power stations are more often setting the
marginal price given the declining share of renewable generation.

e TTF price: The recent rise in the TTF price is mainly driven by a renewed geopolitical risk
premium, whilst the underlying market tightness is further increasing due to the absence of
LNG exports via the Strait of Hormuz and maintenance at the Freeport LNG terminal.

¢ Imbalance market: The sharp increase in Control State 2 shows that an increasingly
dynamic electricity system is switching from a surplus to a deficit within a 15-minute period
more frequently.

e EU ETS: The recent rise in the ETS price underlines that market reactions are determined by
the difference between market expectations and final policy proposals.

Electricity prices are rising ahead of the winter season

The active monthly contract for the Dutch baseload electricity price is currently trading at EUR
130/MWh. The contract for delivery in November is even trading at EUR 150/MWh. The main cause
of this price rise is the high price of natural gas. As winter approaches and the share of renewable
energy in the electricity mix decreases, the role of natural gas-fired power stations will increase. As a
result, gas-fired power stations will increasingly set the price on the electricity market. In recent
months, the impact of the higher gas price has been partly mitigated by the significant contribution of
renewable energy during the summer months. As winter approaches, however, this mitigating effect is
diminishing, meaning that the impact of the high gas price is having a stronger influence on electricity
prices.

High electricity prices heading into winter
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At the same time, the upward pressure on electricity prices is being exacerbated by the recent rise in
natural gas prices, which increases the marginal production costs of gas-fired power stations. Since
25 June, a sharp rise in prices has been underway on the (European) gas markets. At that time, the
TTF benchmark was still trading at around EUR 40/MWh. That relatively low price coincided with
positive sentiment regarding peace developments between the US and Iran. The export of oil and
LNG tankers from the Strait of Hormuz appeared set to resume as a result of the agreement reached.

However, the agreement proved short-lived. Aimost immediately after the ceasefire came into effect,
Israel and Iran accused each other of violating the agreements reached, after which threats of military
retaliation were once again made. This eroded confidence that tensions in the region would ease in
the long term. Meanwhile, the US and Iran now appear to be ‘back to square one’, given the
numerous military air strikes exchanged over the past week.
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This was a preview. Receive the full market update with all exclusive insights by sending an
email to one of the addresses below.

Hans van Cleef — hans.vancleef@egolibrium.com / 0031- 6 30 90 33 76
Bart van der Pas — bart.vanderpas@eqolibrium.com / 0031 — 6 36 52 95 51
Guusje Schreurs — guusje.schreurs@eqolibrium.com / 0031 — 6 29 49 81 39
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