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Solar more competitive in sunbelt, wind in North
– in retail, solar compelling everywhere, also in the Nordics
Lowest recently announced long-term PPA contract prices and auction results, without subsidies1

1 Announcements by the investing companies and IEA report ”Renewable Energy Medium-Term Market Report 2015” for US, Brazil, South Africa, Australia and Jordan. All values are reported in nominal euros. United States values 
calculated excluding tax credits. Typical contract lengths are 15-25 years. The prices indicate levels with which investors have been willing to invest, however, they may not describe the actual comparable costs as the bid prices may be 
reduced by preferential land prices, site exploration cost, targeted low-cost loans etc.
For Sweden the price level at which investors can hedge their renewable production for the next 4 years: average of 2017-2020 electricity (LUL) + elcertificate futures with 29.8.2016 closing prices. Newest Abu Dhabi bids were 21,6 €/MWh 
but the producers get 1.6 times the payment during June-September and thus the actual average is 27 €/MWh. German offshore tender zero subsidy bids are fully merchant but exclude grid and development costs.2
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Europe is transitioning to a low carbon energy system



• Efficient Carbon Pricing

• Policy Coordination and Coherence

• Improved Market Design

Energy Transformation: the main investment enablers



Clean Energy Package: The Tools

LEGISLATIVE PROPOSALS

Energy Union Governance

New Electricity 
Market Design

ETS Reform:

• 2019-2023: MSR intake 
rate of 24%

• From 2023 onwards: 
cancellation of allowances 
above previous year’s 
auctioning amount from 
MSR 

• Voluntary cancellation of 
allowances

Source: Partly based on the European Commission slides

Policy 
Overlap

Policy 
Coordination

Flexibility 
First 

Principle
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Oversupply – the core of the problem in the EU ETS

Source: EEA, Trends and projections in the EU ETS in 2016 - The EU Emissions Trading System in numbers

A carbon price of €15-20/ tCO2 
around 2020 could deliver 
effective CO2 emission 
abatement

Based on the ETS reform and 
revised MSR the carbon price is 
forecasted to be more in the 
range of € 10/tCO2 

The carbon price is bound to 
remain insufficient if policy 
interaction is not tackled
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2008-2020a
915Mt

210Mt

1,125Mt

Renewable energy

Energy efficiency

Total

115Mt

990MtTotal

Renewable energy

Energy efficiency 875MtMt

2021-2030c

(54%)

(12%)

(67%)

(52%)

(7%)

(59%)

b

% relative to 
2016 surplus

Mt of 
emissions 
reduction

• Impact of EE and RES Directive, relative to expectations when targets were set

Source: Joint Pöyry study ‘Managing the Policy interactions with EU ETS’ by Fortum, Vattenfall and Statkraft

Overlapping policies have had a material impact on the scale of 
oversupply
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How would a Policy Coherence Mechanism work in practice?

2 years after (t+2)

How is my 
policy doing?

Assess actual 
impact ex post

Compare 
with ex post 
assessment

Let’s make a 
new policy!

Calculate the 
expected impact on 
EU ETS ex ante

EC cross 
checks

Today (t)

time

Revised schedule 
ensures correct 
volume withdrawn 
over time

EC recommends 
cancellation from 
MS auctions

Source: Joint Pöyry study ‘Managing the Policy interactions with EU ETS’ by Fortum, Vattenfall and Statkraft

Scope covers all national and EU-level instruments on an ongoing basis
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Recent and next steps in national and regional development
- very scattered or non-existent co-operation

1. RSC = regional security coordination service provider9

EU Clean Energy Package
– Market design

– RES Directive

– Energy Efficiency 
Directive

– 2nd State of the Energy 
Union report

– EU 2030 governance

Finnish energy and 
climate strategy

– RES in final energy 
consumption > 50% 
by 2030

– Coal phase out by 
2030

June energy agreement in 
Sweden

– Nuclear and hydro 
tax reductions

– Extending the 
Green certificate 
system to 2030

– Vision of 100% RES 
power system in 
2040

Jorma Ollila report to 
Nordic Ministry 
Council

– Strategic review 
of energy 
cooperation in 
the Nordic 
Region

TSO’s Solution Report
– Proposals for 

actions to develop 
future robust 
Nordic power 
system

– Full-cost balancing

– Frequency quality

– System inertia 

Nordic RSC1 in 
Copenhagen

– Nordic TSOs’ 
common office 
for regional 
system 
operation 
planning

Danish new long-term 
energy plan

– Denmark aims for 
50% RES in total 
energy supply by 
2030 and 100% in 
electricity and heat 
by 2035

White Paper on 
Norway's energy policy

– No new targets 
under the Green 
certificate system

Swedish Energy 
Commission 
report

– Updated 
energy 
strategy

Nordic Balancing 
Concept proposal
by Statnett and
Svenska kraftnät

– Modernised Area 
Control Error 
(MACE) balancing

– Fingrid does not 
agree with 
decision-making 
rules

Nordic Council of 
Ministers to discuss
Ollila’s
recommendations

– Nordic-Baltic 
energy market 
stakeholder 
forum proposed

24.11.2016

30.11.201610.6.2016

20.6.2017

Q1/20181.2.2017

15.4.2016 9.1.2017

22.6.2017

22.11.2017 2018



Towards reinforced Policy Coordination 
and Regional Cooperation 

Nordic energy market/regional cooperation requires 
a joint vision: 

• A common understanding on the speed and 
mechanisms for decarbonisation of power sector 
and contribution of other sectors; 

• Ambition and measures relating to renewable 
energy increase in the electricity sector beyond 
carbon pricing;

• A commitment to the development of an 
integrated, flexible and dynamic power market at 
Nord Pool level.  

Nordic Energy Ministers should agree on a 
roadmap to implement the “Ollila report” 
priorities and on the set-up of a regional 
energy stakeholder forum.



Improved Market Design: ‘Flexibility First’

Day-Ahead Market Coupling: Implementation Status

Source: ACER 6th Annual Monitoring Report

Source: ACER 6th Annual Monitoring Report

Increasing shares of RES require greater flexibility in the system 
starting with an improved close to real time market
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Improved Market Design: ‘Flexibility First’

Allowing real-time price signals

A more liquid and integrated          
intraday market

Intraday auctions with 15 min products

A Nordic imbalance settlement 
mechanism

Single price/ marginal pricing

With close to real time gate closure/activation and real time transparency

Setting up a Market for non-frequency System Services

Move away from the ‘obligation, no payment’ towards a market-based approach 
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Need to step up the Nordic grid infrastructure
The Nordic price convergence shows a downward trend compared to 
other regions

In 2016, the Nord Pool area congestion rent was roughly 380 MEUR 

This indicates that a lot can be done in further strengthening the grid 
connections internally within the Nordics

Improved Market Design: ‘Flexibility First’

Source: Nord Pool 2016 data
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Top ten Nord Pool  congestion rent borders in 2016



‘Flexibility First’ : a ‘No Regret’ option for the Nordics but overall a challenge 
for the rest of Europe

Source: ACER 6th Annual Monitoring Report

One third of the electricity bill left to competition Smart meters: a roll-out in only 25% of European countries

Art 5 of the draft Directive

Removal of regulated 
end-users prices

Art 11 of the draft Directive

Right to a dynamic price contract

Upon installment
of smart meters14



Join the change!
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