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Wholesale price for electricity and gas reached a record level 2021
and are not expected to fall more sharply until 2023.

Increase in wholesale prices are only partly reflected in household
prices, also because the share of energy in the retail price is only 47%
for gas and 33% for electricity.

25% of domestic energy consumption is covered by natural gas and
17% by electricity. The share of natural gas in the energy mix has re-
mained unchanged for two decades.

Appropriate energy efficiency measures and an accelerated expan-
sion of renewable energy sources will reduce net imports of oil by up
to 70% by 2030 and of natural gas by more than half.

Uncertain russian gas supply causes persistently high das prices. Due
to low inventories, supply difficulties with natural gas cannot be ruled
out next winter.

Decarbonization of the energy market causes higher energy prices.
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Gas price has already risen to
an all-time high in 2021

So far only a portion of the
higher wholesale electricity
prices are being passed on to
end customers

What happened in 2021 - short version

In 2019 and 2020, wholesale energy prices have fallen due to cheap fuel, weak demand and
high energy production from renewable sources. The sometimes unexpectedly strong counter-
reaction in 2021 was mainly due to the rapid economic recovery and the resulting sharp in-
crease in das demand, which was not matched by any corresponding supply. In the EU, gas pro-
duction and liquefied natural gas (LNG) imports, each 17% of consumption, have fallen and
pipeline supply has not increased in 202 1. Above all, Russia did not deliver more than the
long-term supply contract quantities (around 45% of EU gas imports and 80% of Austrian das
imports come from Russia). In 2021, European wholesale gas prices increased by 480%. In-
creased LNG deliveries from the USA led to a brief easing of prices at the beginning of 2022
and the outbreak of the Ukraine crisis to a renewed price increase (chart 1).

Energy supply is disproportionately skewed towards gas

To put it simply, the prices on the electricity market in Europe reflect the costs of the power
plants used to generate the additional electricity demand. Due to the relatively dry summer of
2021 and the lack of wind during this period, less electricity was generated from renewable
sources and electricity demand had to be supplemented increasingly by das power plants,
which generate significantly higher production costs. In this respect, the wholesale price of das
has a direct influence on the price of electricity. In Austria, electricity production at hydropower
stations fell by 5.5% in 2021 and at wind power stations it fell by 1%, while natural gas con-
sumption at thermal power stations increased by 7.3% (S. E-Control).

So far only a portion of the higher purchasing prices incurred by energy suppliers of 330% in
2021 are being passed on to end customers: on averade in 2021 electricity prices of Austrian
households increased by 7%, in January 2022 by 6.2%. The delayed price adjustments are ex-
plained in part by the high number of contracts that include price quarantees and by the fact
that electricity and das prices must be announced in advance (which happened for the most
part at the end of 2021). It is difficult to estimate the extent to which consumer prices in 2022
will track wholesale prices, which are expected to rise further. The share of energy in end con-
sumer prices is 47% for gas and just 33% for electricity. In addition, the 2022 price level will
be affected by the suspension of the renewables subsidy surcharde, the increase in network
chardes and the planned CO; levy from July onwards. Current gas and electricity futures prices
indicate that wholesale prices are not likely to ease until Q2 2023.

Compared to the development of consumer prices and wholesale prices for gas and electricity,
the price of heating oil has followed the price of crude oil almost directly in recent years.

Chart 1: Wholesale Prices for Gas and electricity Chart 2: Household prices for important energy sources
(Euro per megawatt hour) (Consumer prices, percent chande)
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25% of energy consumption
in Austria is covered by natu-
ral gas

Appropriate energy-efficiency
measures could reduce net
natural gas imports by more
than half by 2030

Households with gas heating
spent 2.4% of their budget on
the das bill

Austria's gas consumption rose sharply in 2021

In total, around 25% of energy consumption in Austria is covered by natural gas and 17% by
electricity. Since 2010, natural gas consumption has fallen slightly along with total energy
consumption in Austria. However, the share of natural das in the energy mix has hardly
changed for more than two decades. First and foremost, coal and, to some extent, oil were re-
placed with renewable energy, especially in power generation. In 2021 gas consumption rose
again by 6%.

Of the total of 100 terawatt-hours of natural das, a quarter were used for electricity and heat
generation in power stations and in thermal power stations (11 TWh and 16 TWh). About two-
thirds of the das volume was used directly for heat dgeneration by private households (19 TWh)
and commercial consumers (44 TWh). Finally, 5 TWh of natural gas was used indirectly in in-
dustrial production processes (mainly in the chemical and steel industries).

According to Environment Agency Austria, appropriate energy-efficiency measures and the ac-
celerated expansion of renewable enerdy sources in Austria could reduce net imports of crude
oil by up to 70% and net natural gas imports by more than half by 2030. Based on prices as at
the start of March, this would equate to savings of EUR 5.4 billion on crude oil imports and
EUR 6 billion on natural das by 2030. Given the considerable dependence on Russian das sup-
plies in Europe, it is essentially vital that measures be implemented swiftly. This point is all
the more pertinent in relation to the dgas supply in Austria due to the stronder dependence on
Russian das. The main contribution to the savings in the das sector will have to come from
households and from the production sector (Chart 5).

Electricity market in Austria

The proportion of electrical energy in Austria's total energy consumption is 17%. Of the 69
TWh available in 2021, around 18 TWh each was consumed by private households and service
industries, or 28 TWh in production and the rest in the energy sector. In the future v. a. the
share of households in electricity consumption will increase significantly, at the same time as
the declining demand for fossil fuels and motor fuels. The share of electricity costs in house-
holds that use heat pumps or an electric car is likely to be well above the 2% of an average
household. Households with gas heating spent 2.4% of their budget on the gas bill in 2020,

on average 0.6%.

Chart 3: Austria's natural dgas balance Chart 4: Austria's electricity balance
(in terawatt hours) (in terawatt hours)
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Storade level of gas stocks is
at ist lowest level in ten

years

Climate protection will make

enerdy mare expensive

Possible failure of gas supply: Austria's stock lasts for 2 months

Since the gas supply from Russia is not secured, Europe has to cope with increasing demand
for expensive and, above all, only a limited availability of liquefied das and thus persistently
high gas prices. Due to the low stock levels, supply difficulties with natural gas cannot be ruled
out next winter. In Austria, gas stocks fell to 1.5 billion m? (16.8 TWh) by the end of February,
and the storage level was therefore down to 18%, one of the lowest stock levels in years. As-
suming that only domestic production would be available, the country's gas supply can be
maintained for around two months.Ultimately, completely replacing Russian natural das in Eu-
rope would be a very expensive process and from a technical perspective extremely challeng-
ing if not practically impossible. This point is all the more pertinent in relation to the gas sup-
ply in Austria due to the stronder dependence on Russian das. The short-term solution is to set
up a strategic das reserve (a gas storade law is currently being discussed). In the longer term,
gas consumption in the country must be reduced faster than planned.

Decarbonisation of energy market increasingly affecting energy prices

The planned shutdown of coal-fired power stations in Europe will lead temporarily to a short-
ade of power station capacity and higher energy prices. In addition, CO; certificates will be-
come more expensive, having already increased in price by 140% in 2021 as a result of eco-
nomic growth and the expectations surrounding the 2030 climate chande targets. Rising en-
ergy prices on route to climate neutrality in the EU have potential to worsen the competitive
position of certain sectors and increase fuel poverty in many households. These are two consid-
erations that require political support in relation to climate protection. That said, the energy
transition does require the increase in the cost of emission certificates and fossil fuels so that
investments in emission-reducing technologies pay off.

The comparison of domestic prices for the key energy sources in Austria shows that even after
the suspension of the green electricity subsidy surcharde in 2022, electricity still costs signifi-
cantly more than fossil fuels such as gas and heating oil (Chart 6).

Chart 5: Final Energy Consumption by Energy Source Chart 6: Prices of Key Energy Sources in Private Households
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Disclaimer und Impressum

We invite you to visit the economic analyses on Bank Austria’s website: www.bankaustria.at under "Direct access — Markets & Re-
search - Analyses & Research" in the section "Economic Research Austria” or directly at http://www.bankaustria.at/en/about-us-
publications-economic-research-austria.jsp .

If you would like to receive information on our most recent publications by e-mail, please subscribe to the newsletter Bank Austria
Economic News by sending an email to econresearch.austria@unicreditgroup.at

If you have further questions, please send an e-mail to econresearch.austria@unicreditdroup.at

Disclaimer of liability:

This publication is neither a marketing communication nor a financial analysis. It contains information on general economic data.
Despite careful research and the use of reliable sources, we cannot assume any responsibility for the completeness, correctness,
up-to-dateness and accuracy of information contained in this publication.

The opinions of the authors do not necessarily reflect those of Bank Austria and those of the companies which have engaged the
services of the authors. The information contained in this publication is not to be interpreted as an offer or invitation for the sale or
purchase of securities of any kind. We reserve the right to modify the views expressed in this publication at any time without prior
notification. This information should not be interpreted as a recommendation to buy or sell financial instruments, or as a solicita-
tion of an offer to buy or sell financial instruments. This publication serves information purposes only and does not replace specific
advice taking into account the investor’s individual personal circumstances (e.g. risk tolerance, knowledde and experience, invest-
ment objectives and financial circumstances). Past performance is not a guide to future performance.

The information in this publication contains assessments of short-term market developments. We have obtained value data and
other information from sources which we deem reliable. Our information and assessments may chande without notice."
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