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New realities in the global energy market
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Impact of the
financial crisis

Fall in private investment,
tight financing conditions

Rising demand
=) rising prices
By 2030, world economy
set to double and energy
demand to rise by 1/3

Fukushima
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Some countries phase out
nuclear power production
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Energy-intensive industries are most exposed

Share of energy in % of production costs —
selected sectors in Germany (2010)
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Europe's dependence is set to increase

Net oil and gas import dependence by region
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Our energy mix will evolve

EU gross inland consumption EU gross inland consumption
2011 2030 (scenario)
Renewables Renewables

Solid fuels \

Solid fuels

Nuclear
Nuclear

Gas

Gas ol Qil

Source: European Commission




_—

* X %
* *
* *
* *

* gk

European

Commission
I

Massive investments are required

Total energy investment needs between 2010-2020:

over € 1 trillion

' }
Power generation: ~ € 500 bn Transmission and distribution: ~ € 600 bn
L Renewables: ~ € 310-370 bn g Distribution: ~ € 400 bn

> Transmission: ~ € 200 bn

Source: European Commission
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A "no regrets" scenario for Europe

Competitiveness
Smart infrastructureﬂCompetitive markets

Diversified supply

Security of Renewable sources
supply

Energy efficiency




Priority 1. Boosting energy efficiency

Benefits of EU energy savings target of 20% by 2020

2.6 € 193 1 000 GDP
billion billion fewer of
barrels coal Finland

Barrels of — Money saved — Ppower — )
oil the EU at plants (in 2012)
does not conservative
have to 73
import EUR/barrel
per year per year
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Priority 2. Completing the internal energy
market

Estimated effects of opening gas & electricity markets
(in % of GDP - ranges)

% of GDP
1,0% -
0,8% -
0,6% A
0,4% -
0,2% A
0,0%
-0,2%
-0,4%
-0,6% -
-0,8% -

Effect on GDP

Effect on employment

Effect on inflation

After 1 year After 5 years After 10 years

Source: European Commission



Priority 3. Better interconnected and
smarter infrastructure used in a cost-
effective way

In electricity... ...and in gas
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Priority 4. Cost-effective use of renewable sources

Production costs versus subsidies for renewables
(averages, in €/ MWh, latest year available)

Production costs M Subsidies over production costs M Subsidies below production costs
Wind energy on-shore Solar energy (photovoltaics)
€/MWh ™ £/MWh
140 500 ]
1 R N HS———_———— A W
120 u n m = [ ]
[ | u e ] I B B B B E B EEE
[ ]
100 = - s 1 = . s B RRARRRRRRRRRRRR
| | = n - ]
80 - I__l__- ______ n = __l__.__l__ 300—4.—————.—————.— ————————— | EEEB
| | |
| i | 25”'_-__——T.————'—————T _________
L N B EEEEEEEEEEEEEEEEEEEEEREEE il i 5 E S B B B S S S S EEEEEES®R I EEEEENES
n
Iyl H 5§ 5§ 5§ I 5§ ¥ S 5 """ S S S I I BB EEEEEEmEN L s e e e EEE B
u | |
RAIEEERNEERRER BEEEEEEEEENEEEERE BEE
piEl H H B H H B E HEHEEEENEHE EEEHEEEHEHEHEHEH R |
gl i 5 B S S S S S EEEESESEESESN AN EEEEESS
Q=== - = - =4 = ===== L I e e I B e S e B B e e B e e L S e e e e e S e
SE UK IE LV DK ML EE MT RO ES CZ PL LT PT Sl SK BG IT HUCY LU FlI EL FR BE AT DE ESMTCY PTEL IT BGRO FR HU AT S| SK LV EE LT PL CZ DE IE LU DK ML UK BE SE FI

Source: Fraunhofer




European
Commission

Priority 5. The external dimension

Corridor opening (2018 - Shah Deniz ll)

== Trans-Adriatic Pipeline s South-Caucasus Pipeling = TANAP
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