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Reading the topical trends

Summer surge

Power demand likely hit an all-time high of ~156 BU in May

A spurt in usage of cooling equipment amid severe and Power demand is likely to have grown ~13% compared
prolonged heatwaves across the country, together with with April-May 2023. Indeed, in May, power demand is
strong manufacturing activity, ensured robust demand

estimated to have surged to ~156 billion units (BUs),
for power in the first two months of this fiscal. logging a ~15% on-year increase.

Base power demand scaled a new high in May as temperatures crossed 50°C
billion units
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Power demand surged ~15% as severe heatwaves pushed up cooling usage
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The country’s average maximum temperature rose to
35.6°C in April 2024, a 0.65°C departure from normal. Of
the 30 days in April, maximum temperatures were below
normal on only two days across the country.

The heatwaves were more intense in May, especially
during the second half. States in northwest and central
India and Gujarat faced severe heatwaves. Towards
May-end, heatwave conditions extended to more parts
of central and north India and to Chhattisgarh, Bihar
and Vidarbha. Pan-India maximum temperatures
reached 45-48°C by the month-end. Temperatures
touched a scalding
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50.5°C, the highest of the season, in Churu, Rajasthan
on May 29.

Meanwhile, manufacturing activity, as indicated by

the Purchasing Managers’ Index (PMI), remained
comfortably above the expansionary mark of 50 in April
and May at 58.8 and 57.5, respectively. This boosted
power demand from the commercial and industrial
segment.

The fallout: India touched new highs in peak power
demand at 246 GW and 250 GW on May 29 and 30,
respectively.

Peak demand touched a historic high of 250 GW on May 30 amid surging temperatures
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Note: *Provisional number for May 2024
Source: Central Electricity Authority (CEA), Grid India, CRISIL MI&A Research
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Summer power generation mirrors generation increased to 3.1% in May 2024 from 1.6% in

0 0 tion is estimated to h . d ~9% At the other end, the share of coal in overall generation

a,fﬁra ; S%f”oe;ayg 'Ii ‘;Z ﬁ."on‘Z sz fgzgg‘éﬁvﬁj W”ith ° declined marginally, from 73% to 72%, while that of
e ’ ’ ining fuel ined unchanged.

the latter month recording a high of ~169 BU. remaining fuels remained unchange

With the implementation of Section 11 for
gas-based power plants, the share of gas in overall

Overall generation surges 18% in May; gas generation increases ~117% on-year
billion units
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Note: *Provisional number for May 2024; Other thermal includes lignite and diesel
Source: CEA, Grid India, CRISIL MI&A Research

To cater to the rising demand for electricity, generators
have been increasingly turning to the short-term
power market.

need for immediate delivery during spikes in power
requirement.

Interestingly, RTM’s share as a percentage of volume
on the Indian Energy Exchange (IEX) increased to 32%
in May, higher than the average 22% since its inception

In line with the on-year increase in power demand,
the volume traded in the short-term power market
increased 29% on-year in May. The volume in

inJune 2020.
real-time-market (RTM) surged 38%, indicating the
RTM sees a surge during periods of high power demand
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Insufficient rainfall, higher temperatures and decline in hydro generation drove prices in August 2023
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Adequate generation kept a leash on RTM prices in May 2024
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Daily data on IEX RTM prices and frequency of peak
indicates some unique trends:

e The average market clearing price (MCP) on the
RTM across the high power demand month of
August 2023 was Rs 6.5/kWh vis-a-vis Rs 4.8/kWh
in May 2024. Power demand in August 2023 had
reached an all-time high of 152 BU and is estimat-
ed to have jumped to a new peak of ~156 BU in
May 2024

e The average MCP on the RTM increased in August
2023 due to an unexpected surge in power demand
due to unusually low rainfall. This was especially
during the sowing period, leading to higher de-
mand from irrigation, along with cooling demand.
The situation was further exacerbated by an 8%
decline in hydro power generation in the month

Despite power demand in reaching an all-time
high, prices remained below Rs 5/kWh in May 2024
as generation increased across fuel categories.

Mandatory operations of imported coal-based
plants along with gas-based plants under Section
11 aided generation, leading to a comfortable sup-
ply situation. Gas-based generation recorded the
highest growth, at ~117%. Hydro power generation
surged 10% on-year, while solar increased 21%.

Sufficient coal availability may have
capped rise in short-term prices

Coal dispatch to power plants surged 5.4% on-year in
April 2024, aiding coal stocks in April and May. As of
May 31, 2024, thermal power plants had 48 MT of coal
stocks, an increase from 37 MT during this period last
year.

Sufficient coal supply to power plants keeps coal stocks healthy at 48 MT
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To address the increase in coal requirement from the
power sector during the summer, the government
extended the period of necessary blending of imported

coal to June and increased the weightage from 4% to
6%.

With El Nino expected to wind down by June and
La-Nina likely to settle in, growth in power demand is

expected to ease in June and in the second quarter of
this fiscal.
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Economic activity is expected to continue aiding
growth in power demand. However, a normal monsoon
is expected to limit power demand from the
agricultural and domestic segments in the second
quarter. In the milieu, CRISIL MI&A Research expects
full-year power demand to increase 5.5-6.5% on-year

this fiscal.
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About CRISIL Limited

CRISIL Market Intelligence & Analytics, a division of CRISIL, provides independent research, consulting, risk solutions, and data &
analytics. Our informed insights and opinions on the economy, industry, capital markets and companies drive impactful decisions for
clients across diverse sectors and geographies.

Our strong benchmarking capabilities, granular grasp of sectors, proprietary analytical frameworks and risk management solutions backed
by deep understanding of technology integration, make us the partner of choice for public & private organisations, multi-lateral agencies,
investors and governments for over three decades.
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CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of innovation,
and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses that
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For more information, visit www.crisil.com
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