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QUARTERLY REVIEW OF EUROPEAN 
ELECTRICITY AND GAS PRICES 

 
  

 Electricity 
  
Spot prices in the “west central” region of the 
European Union have, during the second quarter of 
2005, maintained the price increases experienced 
during the Q1. There are a number of causes for 
these increases including; rather dry weather over 
the previous winter, concerns about possible 
reduced availability of plant, particularly nuclear, 
high gas prices, and most importantly, the impact of 
CO2 emission prices which have risen very sharply. 
Prices have settled in the range €35-45/ MWh for 
the last six months.  

In the Nordic market, day-ahead spot market prices 
remain at the stable and relatively low level. 
Wholesale prices have now remained at roughly the 
same level of €30/MWh since early 2004.  Forward 
prices remain at or around the same level although 
there has been a slight increase in both the 2006 and 
2007 forward price in the last few months.    
 
Graph 2 Summary of average wholesale and retail 

prices 2003-2005: Nordic region 
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Forward market prices are also now registering 
price increases of a similar level with a gradual 
increase being recorded for the 2006 and 2007 
contract in the EEX market from around €35/MWh 
to just under €40/MWh. More short term indicators 
for the next two quarters have registered even larger 
increases with prices trading in the €40-50 range for 
Q3 and Q4 in France and Germany and over 
€60/MWh in the Netherlands. 
 
Graph 1 Summary of average wholesale and retail 

prices 2003-2005: “western Europe” BE, 
NL, FR, DE, AT, SI 
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Retail prices did increase slightly for smaller 
customers in 2005 compared to the previous year. 
However the large user price has fallen somewhat 
on average. Both large commercial and household 
prices remain among the lowest in the EU at around 
€40/MWh and €80/MWh respectively. 
 
 
 
Source for prices: 
EEX Terminmarkt 
Nordpool Financial Market 
Platts bilateral prices 

 Eurostat large user prices (Ig) 
 Eurostat small user prices (average Ib and Dc) 
Some of these increases have been passed onto final 
customers and large user prices have increased by 
around 5% in the second half of 2004 and slightly 
exceeded the €50/MWh mark whereas those to 
smaller users increased by 10% on average in the 
region towards  roughly €115/MWh 
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In the UK market, wholesale market prices have 
continued the upward surge that has been the norm 
since mid-2004. Day ahead prices are now at the 
€40-50/MWh level, while forward prices for the 
second half of the year are now at up to €60-
70/MWh based on fears of possible limitations of 
capacity in the event of cold conditions, particularly 
if the availability of natural gas is reduced..  

In the Spanish market, dry conditions have 
continued resulting in a continuation of high 
wholesale market prices which remain at around 
€50-60/MWh. Some respite is provided for the 
second half of the year, especially in Q4 when the 
peak of summer use has passed. However prices are 
expected to remain above Euro 40/MWh 
 
 Graph 4 Summary of average wholesale and retail 

prices 2002-2005: Iberian region 
 
Graph 3 Summary of average wholesale and retail 
prices 2003-2005: UK  
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 Retail prices have now also responded to a degree 

to the higher wholesale price with price controls 
being amended to accommodate the new 
conditions. Large user prices have been raised to 
nearer the level of Euro60/MWh level. and those 
for smaller customers have also responded. 

End users are now seeing significant increase in 
their prices which have risen from €80/MWh to 
€100/MWh for small customers in the past year. 
However prices for larger customers have been 
more restrained and some of the wholesale price 
increases may have been absorbed. Alternatively, 
some large users may have longer term contracts 
which protect them from the effect of movements in 
the spot market. 
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In Italy, there are clear signs that the market is 
beginning to work as expected. Although record 
levels of demand are being recorded, wholesale 
prices are now running at rather lower levels below 
Euro 60/MWh. This may be the result of new 
capacity being constructed and older capacity being 
returned to an operational state. Improvements in 
market structure and close market surveillance have 
played their part in this outcome. Italy can no 
longer be said to have the highest market prices in 
the European Union although they remain among 
this group. 

In the new Member States in central Europe there 
electricity markets show some signs of becoming 
more responsive to wider European conditions. The 
graph below now contains power exchange prices 
for both the Czech Republic and Poland. Prices 
appear also to have increased in the last six months 
as in most other regions. 
 
This also applies to large user prices which now 
exceed Euro 50/MWh and are comparable to the 
price prevailing in other areas, particularly the 
western region.  
  

 Graph 6 Summary of average wholesale (PolPX) 
and retail prices 2003-2005: Centrel (PL, CZ, SL, 
HU) 

Graph 5 Summary of average wholesale and retail 
prices 2003-2005: Italy 
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 Meanwhile, small commercial and household prices 
remain rather lower at around Euro 90/MWh. Large user prices remain at rather high levels 

exceeding Euro 80/MWH although this should 
improve the more that competition is allowed to 
function for this group.  Prices for smaller users 
have stabilised somewhat around the Euro 
120/MWh level. 

 3



Issue 4:  July 2005  
 

DG Energy and Transport 
 

 4

Gas  Graph 8 Summary of wholesale and retail market 
prices for UK, Netherlands, Belgium and Germany   
  Wholesale markets 
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Border prices 
 
Border prices continue to follow oil prices upwards. 
The strengthening of the dollar has meant a quite 
significant further increase in the Euro/barrel crude 
oil price. Import prices at the southern and eastern 
borders of the European Union are now above 
€15/MWh and look likely to remain at these levels 
until the oil price changes. 
 
Graph 7 Summary of border prices 2003-2005 
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Certainly, large user prices have not as yet started 
to follow the upward trend in prices and these 
remain at relatively low levels in the UK, 
Netherlands and Belgium between €14/MWh to 
€17/MWh, reflecting closely the developments in 
the wholesale market. Prices in Germany have 
increased, however and are now at €22/MWh.   
 Market prices 
  
 Spot prices in the UK, Belgium, Germany and the 

Netherlands are now at similar levels to border 
prices having recorded a reduction in the last few 
months. At the same time, forward prices for winter 
2006 have increased sharply to Euro 25-35/MWh.   

 
source for gas price information:  
Energy Argus,  
Heren Report. 

 
A number of interpretations are possible. Some 
argue that this reflects a lack of storage availability, 
particularly for the UK market. Others consider that 
this trend is similar to previous years where forward 
prices proved to be a poor indicator of the resulting 
spot price. This suggests that the margin of Euro 
10-20 merely reflects the price of uncertainty about 
conditions in the forthcoming winter.  
 
New investment in import infrastructure, 
particularly LNG terminals, and additional storage 
capacity, may help alleviate this trend. 
 
 
 


