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Quantifying 
transition risk

Price risk
• Reduction in average prices
• Reduction in ‘capture’ prices

Volume risk
• Curtailment (& periods of negative pricing)



Risk exposure by policy type

Discount rate impact (percentage point change relative to reference scenario)

(Downside risk)(Upside risk)

Source: UKERC Risk and Investment in zero-carbon electricity markets, 
https://ukerc.ac.uk/publications/zero-carbon-electricity/



Key messages

• Transition risk creates additional costs (that project developers / 
investors may not be best placed to efficiently manage)

• These risks relate to wider system uncertainties – i.e. extent and 
speed of transformation of:
• the transmission system, 

• solution to seasonal storage for heating 

• transport decarbonisation

• Policy design for renewables has a big impact on extent to which 
these risks feed through to financing costs
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