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Energy Outlook 2021

The pandemic reduced energy demand in 2020, but the energy markets
will bounce back in 2021 as the global economy recovers

Executive summary

The European wind and solar markets are expected to provide solid growth of 8% and
13% in 2021 in terms of capacity additions, which require €60 billion of investment. On
the supply side, wind and solar continue to benefit from policy support for green local
power systems. On the demand side, we expect power demand to increase by 3% in
2021, although the extension of lockdown periods and delays to the vaccine rollout
could lead to stagnation.

Wind and solar energy are expected to gain cost competitiveness over fossil fuel and
nuclear power in 2021. It's getting increasingly cheaper to add new wind and solar
capacity compared to new fossil fuel power plants or nuclear power plants. The
anticipated 35 GW addition of wind and solar capacity is likely to add to price volatility in
European power markets in 2021 as large scale power storage facilities, such as
batteries and electrolysis, remain relatively small.

European utilities showed resilience in 2020 on the back of the Covid-19 pandemic,
however they were not immune from declines in power and gas consumption and
company financials felt the impact. European utilities should be able to return to growth
in 2021 and many are maintaining their ambitious capital expenditure plans. Overall, we
anticipate a +5.5% increase in investment from utilities. This will lead to additional needs
for financing as the sector’s cash flow generation in 2021 will not be sufficient to cover
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the higher level of investment. We expect utilities to be printing €40bn of bonds in 2021
of which €20bn will be green bonds.

Gas markets had a volatile 2020, with prices initially coming under pressure from both
the hit to demand and ramping up of LNG capacity. However, a rallying Asian LNG
market has dragged the whole natural gas complex higher. We believe that the spread
between Asian LNG and European prices will continue to support spot cargoes to flow
into Asia rather than Europe.

The tightening in the oil market is expected to continue over 2021, which suggests
further upside for oil prices. Bear in mind though, that there is still plenty of uncertainty
due to Covid-19, the rollout of vaccines and future supply cuts from OPEC+
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. /NG forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
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States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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