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The power market

Power is a vital element that supports our modern lives at home
and at work. As power praduction and transmission capacity has
been extended over the years, transmission of power between
countries has become more common. As a result a dynamic market
has evaolved where power can be bought or sold across areas and

countries more easily.



The day-ahead market

Price
= An auction of power for delivery the [EUR/lMWh]

following day

* Prices are calculated based on
supply, demand and transmission
capacity (how much power can be

moved from one area to another)
Market

= Liquidity is key: A market with a lot price
of power traded in and out leads to
depth in the market and reliable
index prices
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Electricity market

Price on electricity steer

: €/MWh
the production output A
Demand Gas
Supply- demand curve
depend on the variablecost |-~~~ ===== =7\~
for different production types Combined Coal
-> The lower the variable Heat &
cost, the more the Power
production type Wind & hydro Nuclear
outcompetes its alternatives q

MWh



Electricity market - prices on different
energy sources (types of power plants)

A €/MWh
TC=FC+ VC
Fixed cost
Variable cost
Wind-  Hydro Nuclear Coal Gas MWh
power

(land)

Kalla: EDP Analytics, Ana Quelhas (2014)



Paradox of renewable energy

Paradox = Renewable energy production runs at
a loss despite going “first in line” and always gets
it produced electricity sold at the market
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