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Fundamental factors in power and gas price formation
Or: do we need a time machine?
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The long view of European gas prices
Three eras?



European gas market prices
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UK/German spot market price

EU market price



In the beginning: oil - indexation and seasonality
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Oil-indexed long-term contracts set the early baseline

Oil EU market price



2007: gas and coal in competition
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Mild winter and adequate supply push gas prices below coal for power 
generators

Oil Fuel Switching EU market price



2008: everything up, then everything crashes
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Energy complex rises and falls around the financial crisis

Oil Fuel Switching EU market price



Remember when the US imported LNG?
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European gas price collapse stalls at Henry Hub prices

Oil Fuel Switching Henry Hub EU market price



More fuel price competition during the recovery
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Gas and coal rise in tandem 

Oil Fuel Switching Henry Hub EU market price



Pricing mechanisms under pressure
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Long-term contracts re-negotiated ïgas, oil and coal prices far apart

Oil Fuel Switching Henry Hub EU market price

Everyone goes to 

arbitration here
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More competition between fuels
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Fuel switching
Have we run out and what does it mean if we have?



Fuel switching scenarios
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TTF gas prices and fuel switching scenarios
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Gas prices fall through fuel -switching support
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