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Marino Marchi is a 
director at leading Italian 
investment bank Equita 
where he covers energy 
and infrastructure. He is 
also a sector expert for 
Clairfield’s energy group.

David Hassum is a 
director with Clairfield 
Australia and the head of 
Clairfield’s energy sector 
group. He is a chartered 
accountant and company 
director with over 30 
years of experience.

Roundtable on energy
The energy market, always volatile, 
experienced different repercussions 
worldwide, but is also undergoing 
transformation from within. 

What was happening in the energy 
industry up until Q1 2020?

Marino Marchi: Until Q1 of 2020 it is 
safe to say that no one in the European 
energy industry could have imagined 
that the pandemic would have had such 
a long impact. The initial reaction to the 
first news on COVID-19 was that this 
was a Chinese problem that would be 
solved in a short period of time. Italian 
energy prices were at the usual levels of 
approximately EUR 60/MWh.

David Hassum: Until Q1 of 2020 the 
Australian energy industry was going 
through a slow migration to renewables 
away from coal, which has historically 
dominated the Australian energy sector. 
The cost of renewables was decreasing 
as was the pricing in Power Purchase 
Agreements and retail pricing. With the 
proliferation of large-scale solar farms in 
recent years, the spot prices for power 
during the day were very low and, in some 
instances, negative. As a result, there 
was a shift in focus towards dispatchable, 
on-demand energy solutions such as 
gas, batteries, and pump-hydro. Overall, 
the energy sector was experiencing 
a downward trend in energy prices, a 
shift from centralized coal to distributed 
renewables, and a focus on on-demand, 
dispatchable power solutions. 
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“Overall, while the pandemic had a short-term effect on 
demand, the changes in the Australian energy sector 
are driven more by the transition to a decentralized, 
renewables-based system and government policy.”

Was the industry prepared for 
shutdowns and further upheaval?

MM: The industry was certainly not 
prepared. The drop in industrial 
production, the closure of commercial 
activities, and widespread remote working 
caused a sharp reduction in electricity 
demand. This drop, together with the 
strong contribution of renewables, 
caused a significant reduction of energy 
prices (in Italy, the so-called Prezzo Unico 
Nazionale or PUN) that reached levels 
below even EUR 30/MWh. 

This number had previously only 
been seen in the context of long-term 
projections that forecast a significant 
market share of renewables in the Italian 
energy mix.

DH: I agree that the industry was not 
prepared for an upheaval such as the 
COVID-19 pandemic.

However, compared with most 
countries Australia fared well. While 
we did experience lockdowns, which 
particularly hit the tourism, retail, and 
hospitality sectors, our general industry 
and manufacturing sectors continued 
operating. As the lockdown impacted 
the energy demand, wholesale electricity 
prices traded at the lowest rate in five 
years; in March and April of 2020 
business slowed and overall demand 
declined between 7% and 14% by state. 
However, in the latter half of the year 
business improved and demand returned. 

Even with thousands of businesses and 
individuals working from home during 
the lockdown periods, demand in the 
second quarter was only 2% lower than 
the equivalent quarter of 2019. Reduced 
energy use in the commercial sector was 

balanced by the increased use of energy 
in the residential sector.  

Wholesale gas priced were also reported 
to be at the lowest levels since 2015.  

How were different energy segments 
affected by the pandemic? Did they all 
react the same way?

MM: Utility companies and companies 
with presence in regulated sectors 
proved to be more resilient while 
companies active in segments exposed 
to the market, such as those that sell 
energy to end customers, were more 
impacted by the pandemic. Not only in 
terms of exposure on the commodity 
price but also by an unexpected increase 
in the level of bad debts, especially for 
companies that already had a high level 
of customer churn rate. 

DH: Traditional large-scale energy 
companies such as ASX-listed AGL and 
Origin Energy have seen significant 
decreases in their share price over 
the last 12 months. This decline is in 
part caused by the lower demand and 
lower pricing through the pandemic 
but is also symptomatic of the sector’s 
transition away from a centralized, fossil 
fuel (coal) based generation model to a 
decentralized, renewable energy model 
and government policy regarding a 
competitive retail market.  

Are things returning to normal?

MM: They are trying. After the first 
lockdown and an improved situation 
during the summer period electricity 
prices recovered and 2021 forward prices 
today exceed EUR 50/MWh.
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(lithium, cobalt, vanadium, etc) required to 
manufacture batteries. As an example, 
share prices in ASX-listed rare earth mining 
and battery technology companies have 
skyrocketed recently, particularly since the 
US election. 

Where do you see the future of the 
industry?

MM: The European Green Deal adopted 
in January 2020 will continue to drive 
European energy policies, with support 
from the US, which will reenter the 
Paris Agreement under the Biden 
administration. Therefore a set of policy 
and legislative proposals defining the new 
long-term decarbonization strategy for 
2050 will continue and deployment of new 
renewable capacity will be increasingly 
supported. Moreover, considering the 
potential volatility of energy prices due 
to increased interruptible renewable 
capacity, even in southern Europe there 
will be an increasing usage of Power 
Purchase Agreements that will provide 
hedging for large industrial consumers 
and visibility on future cash flows for 
renewable electricity producers.

DH: Australia will continue, albeit slowly 
on a decarbonation and decentralization 
transition. Our energy sector is still 
largely based on large scale, centralized 
coal-fuelled generation, which will be with 
us for some time yet. But coal will slowly 
be phased out as existing generation 
assets age (and are not replaced), 
renewable energy generation increases, 
and technologies and solutions emerge to 
store power and manage the complexity 

DH: Yes, while some sectors such as 
tourism continue to suffer, general 
economic activity is recovering and 
unemployment is declining.  However, we 
are yet to see the effects of the unwinding 
of various government stimuli and other 
temporary hardship measures that will 
occur towards the end of the first quarter.  

Has the pandemic hindered or helped 
“green” energy businesses?

MM: Renewable energy sources have 
priority in dispatching the energy 
produced but considering the decrease in 
electricity demand, there was a downward 
impact on market prices. Price reduction 
was, however, counterbalanced by the 
exposure of renewable capacity to market 
incentives that will last for another few 
years and that “hedged” a reduction in 
revenues. Therefore overall COVID-19 did 
not impact on green energy businesses.

DH: Overall, I don’t think the pandemic 
has either significantly hindered or helped 
the green energy business. The Australian 
energy sector was already going through 
a transition and that is continuing. 

Are there any permanent changes 
from the upheaval?

MM: It is still too early to say, but several 
small energy sales companies have been 
dramatically impacted.

DH: I can’t see any significant or 
permanent changes to the energy sector 
as a result of the pandemic.

There may be some permanent changes 
to the National Electricity Rules to 
support electricity retailers provide 
temporary hardship measures, such 
as payment assistance to customers, 
by allowing them to defer payments of 
network charges. 

What opportunities lie in store for the 
energy sector?

MM: Increased renewable deployment 
is likely to be coupled with a growth in 
deployment of flexibility (for example 
batteries, electrolysis) as the impact of 
intermittent renewable generation on 
prices makes these storage technologies 
an economically attractive option and 
they are able to help ensure security of 
supply.

DH: The opportunities in the Australian 
energy sectors are driven by its transition 
from a centralized system of large fossil 
fuel (mainly coal) generation towards a 
decentralized system of widely dispersed, 
relatively small-scale renewable (mainly 
wind and solar) generators and increased 
competitiveness in the retail sector. This 
will bring challenges and opportunities 
in generation, storage, transmission, and 
customer solutions. Other opportunities will 
come from the emerging hydrogen economy 
and the global shift to electronic vehicles. 
In terms of hydrogen, Andrew Forrest, 
Australia’s richest man, has committed 
billions of dollars to developing large-scale 
“green hydrogen” production capacity 
in Western Australia. In terms of the EV 
sector, Australia has many of the rare earths 

“There will be no one silver bullet. Energy needs 
of the future will be met by a wide range of 
generation assets including solar, wind, gas, 
hydrogen, hydro, etc.”
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of multiple, decentralized, intermittent 
generation assets and multidirectional 
power transmission infrastructure.  This 
shift will be coupled with the emergence 
of innovative wholesale, retail and 
“energy sharing” business models and 
off-grid or local-grid solutions. Energy 
prices may stabilize for a time but will 
continue their long-term downward trend 
as the end-to-end cost of renewable 
energy generation and transmission 
decreases. Demand may stabilize as the 
benefits from demand management and 
small-scale, off-grid generation are offset 
by the uptake of electric vehicles. 

How do you think M&A will play out in 
the energy industry in 2021?

MM: Utilities and companies operating 
on the regulated side of the energy chain 
have proven to be resilient to the pandemic 
in contrast to companies exposed to 
the market sector. For these companies 
there will be several M&A opportunities 
that major operators will try to exploit in 
order to consolidate the market. With the 
introduction of vaccines, 2021 and 2022 

will be years with renewed M&A activity 
for sure.

DH: M&A opportunities will arise from 
energy-related emerging technologies 
and innovative service providers and 
business models. At a utility level we have 
seen some M&A activity in generation 
assets such as solar farms, with the 
movement of these assets through to 
development process and finally to a 
long-term asset holder. We have seen 
developers of these assets selling their 
portfolios to long-term asset holders 
such as pension funds. This M&A activity 
will continue. Returns from renewable 
assets have declined as pricing in Power 
Purchase Agreements has declined. 
Opportunities will arise in finding capital 
solutions for the development of new 
energy generation assets as well as 
divestments of developed assets.  

We have seen a rise in the corporate 
investor where established energy 
companies are looking for strategic 
acquisitions. We have also seen an 
increase in private equity and venture 
capital funds focused on the energy 
sector and looking for deal flow. An 
industry in transition is good for M&A. 
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