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Coal, being replaced by natural gas and renewable energy successively, will have been eliminating
completely. Gemrmany has considerable coal reserves, ranking 6thin the word. With high extraction
costs, the govemment used to subsidy coal mining. Coal accounted for 58% of electricity generation in
1990, and this portion has dropped to 25% by 2020. In 2020, Germany introduced the KVBG Act to
cease the construction or operation of coal-fired power stations. Coal has entered the stage of
complete phase-outand willbe eliminated by 2038 accordingto the government’s program.

With overall consumption of both oil and nuclear declining gradually, oil consumption structure still
remains stable while nuclear power will be the first energy to be abandoned. Apart from coal,
nudear and oil are essential energy sources for Germany. Currently, oil still accounts for the most
significant part of primary energy consumption, despite the dedining oil consumption overall amount
YOY. Due to natural gas and renewable energy’s rapid development, oil dependency has been reduced
in all sectors exceptin transportation. Nudear power has been phased out more thoroughly. After the
Fukushima Nudear Accidentin 2011, several nudearpower plants were decommissioned in Germany.
Since then, nudear power generation has dedined steadily. By the end of 2022, the German
government plans to close allnuclear reactors.

With long-term policy incentives, renewable energy development will accelerate in the next decade.
Renewable energyis the centre of energy reform and will become the heart of Germany's energy mix.
Gemany ensures renewable energy development with new targets and policies in the revised
Renewable Energy Act. In 2020, renewable energy accounted for 46% of power generation and 16%
primary energy consumption. Grid parity accelerates the process of energy replacement. The current
renewable energy cost has comparative advantages already, especially for photowoltaic and wind
power. Renewable energy is the sole solution for Gemany to achieve its goals of environmental
protection and energy sowereignty. The Easter Package, launched after the break of the
Russian-Ukrainian conflict, brings forward the target of 100% renewable energy power generation
from 2050 to 2035.

Natural gas plays a transitional role, with little room for future development. During the 30-year
energy reform, Germany favored natural gas for its deanness and high combustion efficdency. As
transitional energy, natural gas supplements the gap between rapidly-reducing traditional energy and
developing renewable energy. In Germany, about 90% of natural gas relies on imports. Russia once
was the most important supplier, which supplied 66% of total consumption in 2020. Since the second
half of 2021, Germany has faced the challenges of skyrocketing natural gas prices and dedining supply
due to the intensifying inte mational situation. The role of natural gas as a transitional energy has been
severely weakened. Germany urgently needs to find diversified and stable naturalgas supply s ources.

Short-term policy change may drastically alter energy structure while long-term energy supply will
stabilize and become independent. Along with the nudear and coal restriction policies, combined
with the natural gas shortage, it might lead to a short-term energy dilemma in Germany. Newly
installed renewable energy capadty by 2025 will hardly fill the gap of traditional phase -out energy;
thus, domestic power generation will drop significantly. However, renewable energy will ultimately
boost power generation and replace other energy forms with constantly decreasing costand market
competitiveness. We estimate renewable energy will account for 85% of power generationin Germany
in 2030. By that time, Germany will have achiewved its power sovereignty goal if the installed renewable
energy capacity meets expectations.
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