
ENERGY NET ZERO ISSUE 38 | Pg.  9 

Power 
Nordic PPAs almost 
exclusively linked to new 
renewables generation 

A 1 February paper by the Oxford Institute for Energy Studies has found that power purchase 
agreements (PPAs) in the Nordic markets and are now tied to renewable power installations due to the 
phasing out of government support schemes. Impacting long-term system stability and short-term 
market developments, oversupply generated by increased renewable growth has also pushed prices 
down to levels which are creating price complexities for plannable production.  

Focusing specifically on the Swedish power system, the construction of new wind capacity now takes place 
without direct government support. Increasing levels of intermittent production are continuing to grow in the 
face of collapsing power prices, which increasingly feeds a system-wide cannibalisation trend. 

The paper reveals that long or medium-term offtake 
agreements have been signed between large electricity 
users (as well as electricity traders), but the PPA 
agreement which now forms the basis for growth in the 
solar and wind power industry has evolved. PPAs are 
almost exclusively linked to new renewable 
construction and are therefore strongly connected to 
the region’s growth in renewable capacity.  

A price level of €30/MWh (£26/MWh) is assessed as 
the price level at which most PPAs in Sweden are 
entered. BloombergNEF presented a study based on a 
survey in which several market participants, during January to March 2020, were asked at what price level 
they had signed their PPAs. The study found that PPAs connected to solar installations were generally more 
expensive than those for land-based wind. Sweden stood out for having the lowest average PPA prices, the 
UK for solar and wind, whilst Spain emerged as having the lowest PPA prices for solar (see Figure 1). Figure 
2 shows last year’s price developments and reveals that Nordic PPA prices are traded significantly lower in 
comparison with the rest of Europe. This indicates that there is a certain impact from the developments in 
electricity markets, for example on Nord Pool, and the pricing of PPAs.  

A driving factor for both buyers and sellers is to sign a PPA to protect themselves from the volatility of the spot 
market. The last year has been driven by low prices, as well as 
volatile prices, with spikes during periods when the market has 
not normally seen prices rise, particularly last summer. 
Intermittent generation from wind has led to oversupply in the 
market, alongside a deficit when wind power produces less. 
The high degree of volatility sends clear signals to the market 
that the supply varies and at times is constrained. The share of 
the supply that has grown using PPAs has protected itself 
against this volatility. From a power system perspective this is 
problematic, as the part of the supply which currently both 
drives prices down and contributes to the high level of volatility, 
is also the part which has shielded itself from the effects on the 
market and from the signals the market is sending. 

 The paper identifies that there is a logic behind entering into long-term renewable PPAs for 
both buyers and sellers, as well as for investors. However, it will ultimately become an issue of 
striking a balance between system stability and meeting climate targets. This could result in 
regulatory actions, as well as open discussions about the need for a more flexible market design.

Figure 1: Maximum & minimum PPA price for solar and 
onshore wind 
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Figure 2: Regional PPA price comparison 

Source: Pexapark 
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