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To the point!
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World champion in
energy prices? No!

Industrial electricity and gas are

not overpriced in Germany

Germany's economy is going through an extended period of
stagnation. When discussing the underlying reasons with clients
one argument keeps coming up: extremely high energy prices in
Germany! With such dear gas and electricity prices, we would
be pricing our industry, the central pillar of the location, out of the
market. Sometimes you almost get the impression that the Mor-
genthau Plan is implementing itself 80 years later after all. Be-
cause of lofty energy prices, so the argument goes, Germany's
industrial tradition is facing an existential threat. The plea for sub-
sidized industrial electricity has been rejected by the govern-
ment, but the topic still agitates people. After all, the energy-in-
tensive sectors in Germany are particularly hit by the industrial
recession.

A look at the data brings clarity

Is the lament about uncompetitive energy justified? It's usually a
good idea to be inspired by data and facts. Whether energy
prices in Germany are high or low compared to other countries
is not a matter of opinion. It is a matter of empirical evidence. So,
what do the data tell us?

Take a look at the graph on the right. It becomes clear that in-
dustrial companies in Germany actually had to spend for many
years about 40% more on electricity than their European com-
petitors. But those are yesterday's worries! Since the energy cri-
sis triggered by Russia's invasion of Ukraine, the difference has
greatly reduced. In the second half of 2023, the price was still
higher, but by only 15%. In 2024, electricity prices for companies
have fallen further: in February, they were about 28% (!) below
the annual average for 2023. It is difficult for me to understand
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Energy-inten-
sive industry
in decline

Fig. 1: Germany: Natural gas
and power prices (2014-2023,
for industrial users, % of EU
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150%
\_-_/\\- // ‘\
\
125% h \
\
‘s
100% hﬁ
75%

- Gas == Power

Source: Eurostat, LBBW Research



why the complaint about supposedly ruinous energy prices has
become so ubiquitous just as the price disadvantage had started
to melt away.

Energy costs

Even for natural gas, procurement prices have returned to the have _fa”en
level of 2021, but remain elevated compared to much of the Slgnlflcanﬂy!
2010s. In a European comparison, however, German compa-
nies were even better off recently (black line in Fig. 1).

Policy choices have made the difference

In the case of natural gas, the main reason for falling prices for
industrial customers is lower procurement prices. But power

prices have also dropped, despite higher wholesale, network, Fig. 2: Power price for
and distribution costs compared to the pre-war years. For this, German Industry
entrepreneurs can thank the federal government. Taxes and lev- (ct/kWh)

ies amounted to more than 9 cents per kilowatt-hour in 2021, but
today that burden has fallen to below 1.5 cents (see figure 2).
The elimination of the renewable energy surcharge (‘EEG”) was 30
the most important factor.
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Of course, the world extends beyond Europe. And when we look 0
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beyond the old continent, we must acknowledge that, for exam-
ple, in North America or China, energy prices are significantly

below those being charged in Europe. We can't compete with Average electricity prices for new con-

the fracking champion United States in terms of energy costs. tracts in the industry in ct/kWh (ex-
. ' . . cluding electricity tax), annual con-

That is a fact. And that's not new. For particularly energy-inten- sumption 160,000 to 20 million kWh.

sive producers, this price differential can indeed constitute an in- Source: BDEW, LBBW Research

centive to relocate. But overall, energy costs are no longer an
existential threat to German industry.

So, all things considered: Please calm down again. | herewith
declare the energy crisis as officially over!
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