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Electricity Markets Prepare for 2024 Energy
Rate Increase Despite Predicted Wholesale
Price Stability

The 2024 U.S. wholesale electricity prices
are expected to be similar to those of
2023, primarily due to stable generation
fuel costs.

UNITED STATES, March 5, 2024
/EINPresswire.com/ -- In a recent
analysis, experts forecast that average
wholesale electricity prices across most
regions in the United States for 2024
are anticipated to align closely with the
rates of 2023. This stability is attributed
primarily to the consistency in
generation fuel costs. Despite this
overall steadiness, the energy sector
warns of potential temporary spikes in wholesale prices due to high demand periods or supply
constraints in the power market.

Factors Driving Energy Rate Increase in the U.S.

Electricity prices in the U.S. wholesale markets hinge on several factors, with natural gas being
the most significant determinant. This is because natural gas often represents the highest-cost
fuel used for power generation. Moreover, it is pivotal in many U.S. wholesale electricity markets,
where prices are typically set at marginal costs. As the predominant source of U.S. electricity,
natural gas-fired generation's pricing trends significantly impact wholesale electricity rates.

2024 Natural Gas Prices and Impact on Electricity Rates

In 2024, while natural gas supply is expected to remain stable, demand is projected to rise by 2.3
billion cubic feet daily, reversing the trend from 2022 to 2023, where supply growth outpaces
demand. This anticipated change in 2024 suggests tightening the natural gas market, leading to
more competitive pricing and potentially impacting energy strategies and policies.

Regional Variations in Wholesale Electricity Prices
However, regional disparities are notable. In 2023, the Pacific states — California, Oregon, and
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Washington — experienced the highest U.S. natural gas prices, averaging $6.96/MMBtu. This
situation resulted in these states having the highest wholesale electricity prices in the country,
with an average of $82 per megawatt-hour (MWh). Although a slight moderation is expected, fuel
costs remain elevated in the Pacific Northwest, with 2024's wholesale power prices predicted to
average $67/MWh.

In contrast, the wholesale markets in the Eastern Interconnection are anticipated to exhibit more
stability. The forecast for 2024 suggests wholesale prices in this region, excluding the Northeast,
will range between $30/MWh and $40/MWh. The Northeast, particularly New York and New
England, is expected to experience an energy rate increase, with wholesale prices averaging
$48/MWh in New York (up 26%) and $60/MWh in New England (up 45%).

Hourly and Daily Price Calculations and Market Stresses

U.S. wholesale power prices are typically calculated hourly or daily, reflecting specific time-bound
market conditions. Market stresses, such as extreme temperatures or temporary supply
constraints, can lead to significant spikes in wholesale prices. For instance, during August 2023,
wholesale prices in the ERCOT market, covering most of Texas, exceeded $2,500/MWh for several
hours, culminating in an average monthly cost of $355/MWh. Similar temporary spikes were
observed in the western wholesale markets during the summer of 2023.

Implications for Consumers and Businesses

While the general stability in wholesale electricity prices is a positive sign for consumers and
businesses, it is crucial to remain aware of potential price fluctuations. These temporary spikes
can significantly impact electricity bills, particularly during high demand or supply constraints.

Advice from Energy Experts

Energy experts advise consumers and businesses to stay informed about the trends in energy
prices and consider energy efficiency and cost-saving strategies. This includes exploring solar
panels and other renewable energy options, investing in energy-efficient appliances, and
considering time-of-use rates where available.

Future Outlook and Preparedness

Looking ahead, the energy sector remains vigilant about the various factors that could influence
electricity prices. Continuous monitoring of fuel costs, especially natural gas prices, and the
ability to respond to market stresses are essential in maintaining a stable and efficient energy
market.
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