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Negative Outlook in for Power Prices 
Europe 1 
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Electricity Demand Recovery Constrained 

» 2011 demand in the 5 larger economies remained below 2008 

» 2012 demand flat/lower; cold snap offsets weaker economic growth, energy efficiency 

» 2013 weak euro area GDP growth =>limited energy demand growth from industry 

Weak growth outlook for electricity demand 

Source: Regional Transmission Operators, Bundesministerium für Wirtschaft und Technologie 
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Power Prices Drift Down From Post-Fukushima Highs 

» Euro area debt/economic concerns drive retreat from mid-2011 

» Power prices in most markets subdued in 2012 and 2013 

» Renewables, reserve margins and low coal/CO2 price push down power prices 

» Utility earnings will be pressured as hedging effects run down 

Subdued price environment will continue to drag on earnings 
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Source: Bloomberg price data, one year forward baseload Source: Bloomberg 
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Renewables Transform Wholesale Markets; Rising Electricity Bills 

» Rise of renewables unsettling wholesale markets 

» Negative effects on prices and intra-day peaks 

» Gas-fired profitability sharply reduced 

» Closures, moth-balling prompt debate with 

governments 

» Subsidies increasing consumer bills 

» Major driver behind government intervention to 

reshape markets 
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Average intra-day power price profile change in Germany,  
2000-2012 
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Renewable subsidy 

accounts for €35/MWh, 

equivalent to 14% of the 

electricity bill for a typical 

German household in 2011 

Source: Federal Ministry of Environment and Federal Association of the German Energy 

Industry 

Installed renewables capacity in Germany vs. subsidies 

(household tariff, €/MWh) 
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Political Risk Is Credit Negative 2 



Nuclear Generation’s Effect on Credit Quality, September 2013 

Political Risk Is A Negative Credit Factor 

Government decisions can affect nuclear power: 

» Nuclear Moratorium (Germany)  

» Capacity tariffs – possibility of undercutting existing technologies  

» Changing existing tariffs arrangements  

» Promotion of Renewable Generation – cuts shoulder and peak prices  

» Delays in life extension / decisions on new build  

» Delays in granting licences to build and operate – front end costs  

– Construction lead times already long 

» Promotion of cheap alternative fuel sources  

» Taxation 
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Moody’s Views on Nuclear 
Related Credit Events 3 



Nuclear Generation’s Effect on Credit Quality, September 2013 

Interruption Risk Depends On Market Location 
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Interruption Risk Depends On Market Location (2) 
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Return on Assets Risk 
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Return on Assets Risk (2) 
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Cost Overruns and Delays 

» Overall cost of Vogtle increased by USD1 billion to USD4.5 billion 

» Delays receiving plant design approval, construction and operating licence 

» Further cost overruns in litigation 

» 18-month delays to generating start decreases return 
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Safety Is More Critical For Nuclear Power 
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The Natural Disaster 
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Changes to Regulatory Recovery 
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Some Government Actions Supportive for Nuclear Power 
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Conclusions 4 
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Conclusions 

» New construction of nuclear power plants is generally credit negative 

» Vulnerable to low power prices 

» Cost overruns more frequent vs other technology types 

» Stable political and regulatory environment very important to credit quality 

» European power markets in their current state don’t support new construction 
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