Market overview

Electricity market in October 2010

October at a glance:
• The open market average price in Estonia decreased by 2,3%
comparing to September, averaging at 49,5 €/MWh,
• The average price In Lithuania decreased to 51,8 €/MWh, which was
4,6% lower than in September
• The price decrease in Baltics is mainly caused by the increasing supply
due to the start of heating period
• The price in Nord Pool Helsinki area remained at the same level as in
September, averaging at 51.2 €/MWh
• Increasing nuclear output in Sweden kept Finnish prices from rising high
• New proposal for increase in the DSO tariffs were submitted in Latvia
• Regulator sets tariff components for 2011 in regulated market
• Solidus OY comments on forward prices in Nord Pool
• Crude oil trading over 80$/barrel
• Carbon prices Carbon prices fell below 15 €/t in October

Regulator sets tariff components for 2011 in regulated market

Power exchange and
electricity markets

According to Regulator, 2011 end consumer tariff is likely to stay at
the same level as in 2010, although some consumer groups could
experience price increase. Worth to mention, that regulated tariffs are set
for 6 months, so in the middle of 2011 tariffs could be reconsidered.

Open market electricity price decreased in October by 2,3%.
In October average electricity price in Estonia was 49,5 €/MWh, 2,3%
lower than in September. Lithuanian average price was 51,8 €/MWh,
4,6% lower than in September. In Finland, the price remained at
the same level as in September, having a minor increase of 0,1% to
51,2 €/MWh.
The price decrease in Baltics is mainly caused by the increasing supply.
The supply has increased due to start of the heating period, which has
resulted in increase in production of combined heat and power plants.
The consumption was higher in October both in Estonia and Nordic
countries. The average consumption in an hour in Estonia was 919 MW
in October (both closed and open market), while in September it was
813 MW. The air temperature in Harku has dropped about 7 degrees
compared to September. In Lithuania there was also 1 hour on 27th
of October when electricity cost 0,03 €/MWh- this was an anomalywithout this hour, the minimum price on Lithuanian power exchange in
October was 39,0 €/MWh.
One of the factors keeping Finnish prices from rising too much was the
increasing nuclear output in Sweden. On the evening of 7th of October,
the Oskarshamnsverket G1 reactor (473 MW) started production. On
the second half of October, Ringhals B3 (1051 MW) nuclear reactor
also started production.

At the end of October Lithuanian price and energy control commission (Regulator) set regulated electricity tariff components maximum
values, which will be used to compile end consumer tariffs. According
to Regulator’s decision, current electric energy market price indication
of 44,89 EUR/MWh will be used also for 2011, while average electric
energy procurement price including system balance expenses is set at
46,34 EUR/MWh. Due to decreased number of regulated consumers
public supply service price (supply margin) was slightly increased and
set at 1,07 EUR/MWh. Regulator has not accepted part of proposed
distribution system operators and transmission system operator expenses and has reduced distribution and transmission prices. Biggest increase is observed in public service obligation part, which was increased to
17,67 EUR/MWh from 13,67 EUR/MWh this year (more than 29%
increase).

Experts` comment: Tuomo Karhulahti from Solidus OY (Finland)
about market prices in Nord Pool
Nord Pool System price has risen with constantly increasing consumption
as prevailing weather conditions are getting chillier. Weekly average price
differences between Helsinki area and System prices has been volatile,
from €-0.07 to 2.48 €/MWh since last report. Hydrological balance in
NO & SE is quite unchanged as are the reservoir levels. This is already
priced in financial contracts. Strong marginal generation cost of coal is
the main driver for longer maturities of market curve. Prompt end has
recently been affected by nuclear availabilities, weather conditions as well
as weaker carbon prices.
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New proposal for increase in the DSO tariffs were submitted in
Latvia
Following the news that the DSO tariff increase was turned down by
Public Utility Commission in September, on October 8th a new proposal
for 8% increase in the DSO tariffs were submitted. During November
there will be active debate on the new proposal, but the decision and
following announcement has to be made 1 month in advance.
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On October 18th Riga Central Market announced Enefit as procurement
winner for an agreement of 24 months till the end of 2012. During the
period Riga Central Market plans to purchase 18 GWh of electric energy.
Enefit looks forward at this as a turning point in Latvian public procurements becoming more transparent and providing equal opportunities for
all participants.
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Price of electricity (forward contracts in Nord Pool, Helsinki price area)
The prices effective as of 31.10.2010
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Electricity market in October 2010

Electricity market impact factors
Crude oil trading over 80$/barrel
In October crude oil was moving horizontally: It started the month at
81,6 $/barrel and ended the month at 81.4 $/barrel. The main story of
october is the dollar. First half of the month the dollar was weakening
which in turn raised the crude price over 83 $/barrel. The story changed
on 19th when China raised interest rates, potentially reducing demand
in the world’s biggest energy-using country, and the dollar rose against
the euro, which in turn pushed the oil lower. Crude oil for November
delivery fell $3.59 to settle at $79.49 a barrel on the New York Mercantile
Exchange, the biggest daily drop since 4th of February.  Oil recovered later
the month  after positive U.S. consumer confidence outweighed the firmer
U.S. dollar closing at 81,43 $/barrel.
Carbon prices fell below 15 €/t in October
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Carbon permit prices started the month at 15,41 €/t. The contracts
were steadily losing value throughout October. On 19th of October the
energy fundamentals provided no support for carbon prices with fuel
prices moving unfavourably while both 2011 German power and front
month Brent crude were down and carbon prices fell to intraday low of
15,0 €/t. During next week the colder weather across Europe helped
support a recovery in the 2011 German baseload contract while gas and
coal prices both moved in favourable directions for carbon. On 28th and
29th of October the weaker german power pushed the carbon prices
well below 15 €/t closing the month at 14,63 €/t.  
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Explanation of terms
Base energy is the purchase/sale of 1 MWh or electricity every hour of the given period
MWh or megawatt-hour; 1 MWh=1000 kWh
Nord Pool – power exchange that consists of price regions in Finland, Sweden,
Denmark, Norway and Germany
BaltPool – power exchange in Lithuania
ICE – Intercontinental Exchange
NYMEX – New York Mercantile Exchange; the world largest strike exchange
DisclaImer
The market review has been prepared by an analyst of Eesti Energia to the best of
their knowledge. It is not an official standpoint of Eesti Energia. The information given
is based on public information and the sources specified in the overview.
The market overview has been presented as informative material and it has in
no case whatsoever been presented as a promise, proposal or official forecast of
Eesti Energia.
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The standpoints contained in the market overview may change and the person
presenting them reserves the right to amend said standpoints. Due to the fast
changes in the electricity market regulation, the Market Overview or the information
contained herein are not final and they need not correspond to situations emerging
in the future.
The market overview does not create, terminate or amend legal relationships
(incl. contracts).
Eesti Energia cannot be held liable for any expenses or damages that may emerge as
a result of the use of the information contained in the Market Overview.
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