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This presentation contains certain forward-looking statements within the meaning of the US federal securities laws. Especially all of the 
following statements:

Projections of revenues, income, earnings per share, capital expenditures, dividends, capital structure or other financial items;
Statements of plans or objectives for future operations or of future competitive position;
Expectations of future economic performance; and
Statements of assumptions underlying several of the foregoing types of statements

are forward-looking statements. Also words such as “anticipate”, “believe”, “estimate”, “intend”, “may”, “will”, “expect”, “plan”, “project”
“should” and similar expressions are intended to identify forward-looking statements. The forward-looking statements reflect the 
judgement of RWE’s management based on factors currently known to it. No assurances can be given that these forward-looking 
statements will prove accurate and correct, or that anticipated, projected future results will be achieved. All forward-looking statements 
are subject to various risks and uncertainties that could cause actual results to differ materially from expectations. Such risks and 
uncertainties include, but are not limited to, changes in general economic and social environment, business, political and legal
conditions, fluctuating currency exchange rates and interest rates, price and sales risks associated with a market environment in the 
throes of deregulation and subject to intense competition, changes in the price and availability of raw materials, risks associated with 
energy trading (e.g. risks of loss in the case of unexpected, extreme market price fluctuations and credit risks resulting in the event that 
trading partners do not meet their contractual obligations), actions by competitors, application of new or changed accounting standards 
or other government agency regulations, changes in, or the failure to comply with, laws or regulations, particularly those affecting the 
environment and water quality (e.g. introduction of a price regulation system for the use of power grid, creating a regulation agency for 
electricity and gas or introduction of trading in greenhouse gas emissions), changing governmental policies and regulatory actions with 
respect to the acquisition, disposal, depreciation and amortization of assets and facilities, operation and construction of plant facilities, 
production disruption or interruption due to accidents or other unforeseen events, delays in the construction of facilities, the inability to 
obtain or to obtain on acceptable terms necessary regulatory approvals regarding future transactions, the inability to integrate
successfully new companies within the RWE Group to realise synergies from such integration and finally potential liability for remedial 
actions under existing or future environmental regulations and potential liability resulting from pending or future litigation. Any forward-
looking statement speaks only as of the date on which it is made. RWE neither intends to nor assumes any obligation to update these 
forward-looking statements. For additional information regarding risks, investors are referred to RWE’s latest annual report and to other 
most recent reports filed with Frankfurt Stock Exchange or SWX Swiss Exchange and to the material furnished to the US Securities and 
Exchange Commission by RWE.

Forward Looking Statement
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Is the good old power price story falling apart?
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A crisis is a crisis. And fundamentals are still 
fundamental.

> Yes, German power prices have not been able to decouple from other 
commodities’ downwards trend.

HOWEVER …

> Despite short term decrease in electricity demand we still see tightness in 
the generation market will occur soon after economic pick-up. 
Cancellations and delays of new build projects add to this.

> Current clean dark spreads are still above last year’s levels.

> Long term marginal costs indicate sustainably high power price levels.

> A well-balanced portfolio of generation assets provides protection against 
volatile commodity prices.
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There is the UCTE view…

> Analysis based on announced power plant 
projects: net addition of 20 – 22 GW fossil 
fuel-fired capacity by 2013

– Over-estimates new build capacity by 
approx. 10 GW

– Does not yet take into account impact of 
financial crisis on investments

> Contribution of wind capacity to network 
stability

– Estimates addition of 20 GW by 2020 
(approx. 10 GW more than German 
government estimates)

– 10 GW of wind accounted for as reliable 
available capacity (23% of total wind 
capacity)
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Why UCTE expects German reserve margin 
to remain adequate…
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1 Source: UCTE, January 2009. Basis: 3rd Wednesday January 11:00am
2 Incl. nuclear phase-out; based on 0.3% average consumption growth

Reserve capacity and margin1,2

…and why we don’t buy the optimistic 
assumptions
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…and the view of German Energy Agency DENA
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A significant need for replacement in 
Germany in the next 10 years…

1 Source: DENA, April 2008. Basis: nuclear phase-out, flat consumption, assumes 
useful life of 40 and 45 years for CCGTs and coal-fired plants respectively
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…and how much is replaced with reliable 
capacity2

2 Source: DENA, April 2008. Basis: nuclear phase-out, full achievement of 
government targets in renewable energy and CHP, flat consumption (15.8 GW) or 
reduction in consumption by 0.5% p.a. (11.7 GW)
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And the RWE view from daily business: up to 70% of 
current power plant projects will probably not be realized
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New-build projects – literally “Gone with the wind”

Source: RWE survey 2009

Public resistance

Economic feasibility
increased component prices, 
EU-Emission Trading System
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Two main reasons for calling off 
new-build projects:



RWE AG | Edison Electric Institute | Ingo Alphéus | March 16, 2009 9

Closing the gap? 
Wind adds Megawatts – and volatility
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So will current investments fill the capacity gap?
We don’t think so.

1 Source: DENA, April 2008. Basis: nuclear phase-out, full achievement of government targets in renewable energy and CHP, flat consumption (15.8 GW)
or reduction in consumption by 0.5% p.a. (11.7 GW) 

2 Category A: projects under construction or operating after 2005, Category B: projects with high probability of execution
3 Power plant projects already operating since 2005 included in DENA new build category A plus additional projects completed in the meantime (2.8 GW secured capacity)

Significant reliable
new build needed1 … … but current projects are insufficient to fill gap
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That’s why long run marginal costs can serve as an 
indication for higher power prices

an. 00

Required German base load price at full
cost of hard coal new build1

1 Illustrative example calculated on basis of 7,000 full load hours (hard coal and CCGT) as well as CO2 emission certificate price of 20 €/t at 100% auctioning
and a EUR/USD exchange rate of 1.25.

2 Source for ‘LRMC’ fuel costs: International Energy Agency, World Energy Outlook 2008; Ranges are based on ‘Reference’ and ‘Climate Policy’ scenarios
with a time horizon of 2020 – 2030 in real-term 2007 prices.
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From the 
“generation gap”

to the 
“generation spread”
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Why UCTE and DENA are not a good prediction of 
future spreads developments

> Analyses only consider technical availability 
and adequacy of the generation system

– cost structure of existing power plants 
does not form part of and impact outcome 
of study

> Studies only look at selected peak times, but 
ignore extreme scenarios (e.g., weather 
conditions, unforeseeable outages, volatility 
of wind generation, gas shortages)

> Does not allow dynamic review of changing 
commodity prices and regulatory 
environment (e.g., change of CO2 allocation, 
realisation of offshore wind farms) and their 
impact on generation portfolio

Reliable 
available 
capacity

Non 
usable 

capacity

Overhauls

Outages

System Service 
Reserve

Remaining 
Margin

Load

Margin 
against peak 

load

Generation adequacy analysis (UCTE)

Remaining 
capacity
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Nuclear
Lignite Hard

coal
Gas Oil

Merit order provides better tool to look at dynamics 
of a power plant portfolio

> Due to low elasticity of demand, prices in 
electricity markets are  driven by the merit 
order structure

> Margins depend primarily on the cost 
efficiency of the available supply, not on 
adequacy (marginal plant mechanism)

> Due to the significant time requirement for 
planning, permitting and construction of new 
generation capacity, merit order forecasts 
are valid for several years

> Today, proactive investment strategies to 
avoid cost inefficiencies cannot be realised 
by the market due to the combination of 
significant sunk cost and insecurity of the 
future market regime

Variable costs
in €/MWh

Market price 

Supplied capacity in MW

Capacity in demand 
(Marginal plant)

Offer price

Merit order – the marginal power plant 
principle

Note: Must-run capacity is negative demand and does not take part in price formation; it is partially compensated by import demand
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How to earn a margin in a low commodity price 
environment
Merit order (wholesale) for delivery in March 2009

GW

Variable costs
in €/MWhel

> Despite low 
power prices
still attractive 
spreads for the 
entire portfolio 
are generated

> Like in the “old 
days” - today’s 
low CO2 prices 
result in a fuel 
sorted merit 
order

> Current CO2
prices lead to 
low variable 
costs of base 
load lignite and 
hard coal 
plants

€/MWh th €/t hce (SKE)
hard coal 7.80 63.50
gas 18.70 152.24
fuel oil 32.50 264.58

€/t
CO2 11.60

1 Based on wholesale market including import demand

Hourly 
demand1

Min Max
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“The summer of 2008” – how to earn a margin in a 
high commodity price environment

1 Based on wholesale market including import demand
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€/MWh th €/t hce (SKE)
hard coal 7.80 63.50
gas 18.70 152.24
fuel oil 32.50 264.58

€/t
CO2 11.60

€/MWh th €/t hce (SKE)
hard coal 14.00 113.97
gas 34.00 276.79
fuel oil 55.00 447.76

€/t
CO2 28.00

Hourly 
demand1

Min Max

GW

> The time lag for 
gas prices in an 
increasing 
commodity 
price 
environment 
led to reduced 
peak spreads

> Lower peak 
spreads were 
compensated 
by higher base 
load spreads

Variable costs
in €/MWhel
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A balanced portfolio of generation assets provides 
stability in a volatile commodity price environment
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€/MWh th €/t hce (SKE)
hard coal 7.80 63.50
gas 18.70 152.24
fuel oil 32.50 264.58

€/t
CO2 11.60

€/MWh th €/t hce (SKE)
hard coal 10.00 81.41
gas 28.00 227.95
fuel oil 40.00 325.64

€/t
CO2 30.00

Price leverage at 
rising commodity 

prices

GW

> Less efficient 
lignite plants
(in this example 
carbon 
at €30/t!) 
compensated 
by increased 
margin of 
nuclear plants

> Spreads 
remain in 
relatively 
narrow ranges

Variable costs
in €/MWhel
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In such an 
environment –
what can we build in 
a reasonable way?
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Our strategy: Be the most efficient plant within the 
respective fuel type …
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BoA:
lignite

Hamm:
hard coal

Lingen:
CCGT

€/MWh th €/t hce (SKE)
hard coal 10.00 81.41
gas 28.00 227.95
fuel oil 40.00 325.64

€/t
CO2 30.00

GW

> Replace “worn 
out" lignite and 
hard coal fired 
plants

> Plants to the 
right hand side 
will therefore 
remain as 
peak-load 
power plants in 
the curve

Variable costs
in €/MWhel
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… and be flexible (because flexibility will fetch 
increasing premia)
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Comparison of ramp capacities
(new CCGT unit and old coal unit)

Lingen: 875 MW highly flexible CCGT 
plant for all load regimes

Eemshaven: coal fired 1,600 MW plant –2 
flexible 800 MW units for mid merit regime

MW

min

Max cap. ~875 MW
Min cap. ~260 MW1

Max gradient +/- 38 MW/min

New CCGT

Max cap. ~600 MW
Min cap. ~420 MW
Max gradient +/- 8 MW/min 1 One turbine gets turned off

Small and flexible units can be dispatched more quickly to capture extra margin potential 
along the merit order

Old coal

Max cap. ~800 MW
Min cap. ~320 MW
Max gradient +/- 26 MW/min

New coal

,
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How is nuclear capacity going to be replaced
by 2020?

1 Based on wholesale market including import demand
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> Lack of initiated 
replacement of 
nuclear plants 
could increase 
the risk of 
supply 
shortage

> To avoid those 
risks, old coal 
plants would 
remain in 
operation and 
lead to higher 
CO2 and power 
prices

> Current 
investments 
almost entirely 
for replacement 
of old fossil 
fuel-fired plants

Variable costs
in €/MWhel

€/MWh th €/t hce (SKE)
hard coal 10.00 81.41
gas 28.00 227.95
fuel oil 40.00 325.64

€/t
CO2 30.00
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The steepest contango in ten years: Market seems 
also to believe in higher power prices in the future
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High earnings visibility: We have locked in attractive 
margins for 2009 and 2010 

> 30% sold> 30% sold

> 20% sold> 20% sold > 25% sold> 25% sold > 35% sold> 35% sold > 65% sold> 65% sold > 90% sold> 90% sold

> 70% sold> 70% sold

Forward selling of RWE Power in the German market (base load forwards in €/MWh)
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While 2009 is almost fully locked in there is still 
potential for 2010 due to higher clean dark spreads
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Reminder

> Investor and analyst conference on fiscal year 2008:

http://www.rwe.com/web/cms/mediablob/en/204836/data/36078/Analyst-and-Investor-Conference-on-fiscal-year-2008.pdf

> EEI Conference 2008 – RWE presentation:

http://www.rwe.com/web/cms/mediablob/de/114244/data/2819/download-de-EEI.pdf

> Prospective impact of economic downturn on electricity demand in Europe:

http://www.rwe.com/web/cms/mediablob/en/194854/data/34376/thesenpapier.pdf

> Facts & Figures 2008

http://www.rwe.com/web/cms/mediablob/en/108808/data/2414/de-Facts-Figures-26-11.pdf

The latest information can be found at www.rwe.com


