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Financial turmoil  
The main price drivers for electricity prices at the moment are ever-declining gas prices and relatively 
favourable weather conditions for renewable generation. We look ahead to expectations regarding 
electricity generation from solar and wind power. In addition, we see possible upward price effects due 
to the strikes in France and a cold snap in late March/early April. Nevertheless, we cannot escape 

looking at broader sentiment in financial markets as well. Although the impact on the gas markets, and 
hence the electricity markets, is not as strong as in, say, the oil markets, an effect is indeed visible.  
 

Electricity price falls to EUR 100/MWh 
Sentiment in the (TTF) gas market continues to have a major impact on electricity pricing due to gas 
plants being the most expensive marginal price setter in the electricity market. Compared to the 

previous Electricity Market Update, the TTF gas price (delivery April 2023) fell from over EUR 48/MWh 
to just below EUR 40/MWh on 20 March 2023. The price has since recovered to EUR 42/MWh. A 
relatively mild winter resulting in relatively high gas stocks and relatively low Asian gas demand have 
caused this price drop. Partly as a result, the electricity price of the active monthly contract (delivery 
April 2023) fell from just above EUR 116/MWh to just above EUR 100/MWh compared to the previous 
Electricity Market Update.  

 
Electricity price falls to EUR 100/MWh 
(baseload, contract delivery April 2023) 

x EUR/MWh 

 

Source: Refinitiv Eikon 

 
In doing so, the electricity market did show a sudden increase in prices on 9 and 10 March (from 

around EUR 109/MWh to over EUR 125/MWh). This was mainly due to strikes at French LNG 
terminals as a result of an announced increase in the statutory retirement age. This had a direct effect 
on the TTF gas price and therefore also an indirect effect on the electricity price. Incidentally, the end 
of the strikes in France is not immediately in sight. Indeed, new strikes have again been announced 
after French President Macron last week forced the law shaping the increase in the retirement age 
through parliament without a vote. It makes the upside risks for French electricity prices to persist for 

longer. 
 
In addition, short-term upside price risks can be found in the weather forecast. While we have had a 
relatively mild winter so far, the adages "March stirs its tail" and "April does what it wants" still seem 
appropriate during the start of spring. Meteorologists expect the cold spell that started this week to 
continue for at least the first two weeks of April (see chart below). Temperatures in the Netherlands 

and Germany (the EU's biggest gas consumer) look set to fall below the long-term average for the 
month of April. Colder temperatures will keep demand for gas and electricity higher than average. 
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Nevertheless, we do not expect these lower-than-average temperatures to put too much upward 
pressure on gas and electricity prices as temperatures, although below average, are starting to rise 

just as much. In addition, we have the excellently stocked gas storage facilities as a back -up for the 
really cold days with extra energy demand. 
 

Forecast temperature Netherlands 

Degrees Celsius 

 

Source: Refinitiv Eikon 

 

Negative sentiment in financial markets is being felt 
Besides sentiment in the gas market, sentiment in financial markets is also affecting energy markets. 
Financial market sentiment has deteriorated significantly in recent weeks. The combination of turmoil 
regarding the banking sector, coupled with rising interest rates, is putting pressure on commodity 
markets - including energy prices. The turmoil in the banking sector is leading to risk aversion among 

investors. Commodity investments are seen as a riskier investment than bonds and - to a slightly 
lesser extent - equities.  
 
Due to base effects, inflation on energy decreases 'naturally' after a year. After all, inflation is an 
indicator of the annual increase (or decrease) in consumer prices. As these energy prices are now 
lower than a year ago, overall inflationary pressures decrease. Here, it does not matter that the current 

level of energy prices - including electricity prices - is still three times higher than before the energy 
crisis.  However, as the still high energy prices feed through to other produc ts (food, commodities, 
higher wages, et cetera), core inflation is still high as shown in the chart below. Something that worries 
central banks. 
 
Conversely, ongoing interest rate hikes by central banks in both Europe and the US are also affecting 

energy markets in various ways. Interest rate hikes increase the likelihood of recession. Less 
economic growth, or an increasing chance of it, means less demand for energy and thus leads to 
pressure on energy prices as parties anticipate it. Higher interest rates are of course the result of high 
inflation and rising costs, but it also makes investing more expensive. This also applies to investments 
in the energy sector, with little distinction between renewable or fossil energy. However, subsidies can 
often be claimed for investments in renewable energy, which reduces investment costs. In addition, 

alternative pricing mechanisms such as Power Purchase Agreements (PPAs) or Contract for 
Difference (CfD) are increasingly used, where fixed price agreements largely eliminate the risks of 
more expensive financing costs.  
 
Financial investors often find in commodity investments a hedge against rising inflation. Such 
investments are seen as a hedge against inflation because rising commodity prices are directly or 

indirectly a major cause of rising inflation. With overall inflation falling, the attractiveness of investing in 
commodity markets is also decreasing. There is also less need for diversification in investment 
portfolios now that interest rates are rising and cash is no longer interest-free in an account. As a 
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Would you like to read the full version? Or would you like more information regarding this 
update or regarding the other services of Publieke Zaken (PZ) Energy Research & Strategy, 

please contact: 
 
Hans van Cleef – hans.vancleef@publiekezaken.eu / 0031- 6 30 90 33 76 
Bart van der Pas – bart.vanderpas@publiekezaken.eu / 0031 – 6 36 52 95 51 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER  

This document was compiled by Publieke Zaken Energy Research & Strategy (ERS). Its sole purpose is to provide financial and g eneral information on the energy and financial markets. 

Publieke Zaken ERS reserves all rights regarding the information in the document and the document is provided to you for your  information only. It is not permitted to copy, distribute or 

pass this document (in whole or in part) to a third party or use it for any other purpose than that stated above. This document is for information purposes only and does not constitute an 

offer of securities to the public, nor an advice regarding your investments, cost management or business activities, nor an invitation to these mentioned actions. The information and 

opinions contained in this document have been compiled or arrived at from sources believed to be reliable, but no representation or warranty, express or implied, is made as to their 

accuracy, completeness or correctness. The information contained in this document is not to be relied upon by the recipient as authoritative or taken in substitution for the exercise of 

judgement by any recipient. Any opinions, forecasts or estimates herein constitute a judgement of Publieke Zaken ERS as at the date of this document, and there can be no assurance 

that future results or events will be consistent with any such opinions, forecasts or estimates. You should not rely for any reason on the information, opinions, estimates and assumptions 

in this document or on its completeness, accuracy or correctness. No warranty, express or implied, is given by or on behalf of Publieke Zaken ERS, its directors or employees as to the 

accuracy or completeness of the information contained in this document and no liability is accepted for any loss, arising, directly or indirectly, from the use of this information. The views 

and opinions expressed herein may be subject to change at any given time and Publieke Zaken ERS is under no obligation to update the information contained in this document after the 

date thereof. Further, internal and external publications may have been issued prior to this publication where strategies may  conflict according to market conditions at the time of each 

publication. Publieke Zaken ERS reserves the right to make changes to this material. The distribution of this document in other jurisdictions may be restricted by law and recipients of this 

document should inform themselves about, and observe any such restrictions. All rights reserved.  

© Copyright 2023 Publieke Zaken ERS and affiliated companies ("Publieke Zaken").  
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