
NOTICE 

 

Navigant has provided the information in this publication for informational purposes only. The information 

has been obtained from sources believed to be reliable; however, Navigant does not make any express 

or implied warranty or representation concerning such information. Any market forecasts or predictions 

contained in the publication reflect Navigant’s current expectations based on market data and trend 

analysis. Market predictions and expectations are inherently uncertain and actual results may differ 

materially from those contained in the publication. Navigant, and its subsidiaries and affiliates hereby 

disclaim liability for any loss or damage caused by errors or omissions in this publication. 

 

Any reference to a specific commercial product, process, or service by trade name, trademark, 

manufacturer, or otherwise, does not constitute or imply an endorsement, recommendation, or favoring by 

Navigant.  

 

This publication is intended for the sole and exclusive use of the original purchaser. No part of this 

publication may be reproduced, stored in a retrieval system, distributed or transmitted in any form or by 

any means, electronic or otherwise, including use in any public or private offering, without the prior written 

permission of Navigant Consulting, Inc., Chicago, Illinois, USA. 

 

Note: Government data and other data obtained from public sources found in this report are not protected 

by copyright or intellectual property claims. 

 

  



Sample Market Assumptions 

Additions and Retirements 

Navigant’s forecast includes existing generation that is grid-connected. Generation that serves behind-

the-fence load or is not grid-connected is not modeled. Load served by this self-supply generation is also 

excluded in the demand forecast. Capacity additions and retirements of all types are shown in  

Figure 1.  

 

Overall, most additions are in the form of CCs, with further wind and solar additions. The CCs included in 

the first three to five years of the forecast are named new projects that Navigant has determined to have 

a high likelihood of being constructed. Named new projects are included in this forecast if they have 

commenced construction or if they have been identified in PJM planning reports and have passed 

Navigant’s analysis screens. The forecast also includes announced and generic solar and wind additions, 

which helps states with mandates to meet their RPS policies. The long-term build-out also includes 

generic CTs and CCs that are needed to maintain both the PJM-wide and locational capacity margin 

requirements. 

 

The first three years of the forecast (2018-2020) include nearly 17,000 MW of named CCs coming online, 

with the largest additions in PPL and First Energy ATSI. ST and CT additions are primarily to meet local 

capacity requirements in transmission constrained areas and to replace retiring coal capacity. Named and 

generic wind additions are located primarily in PJM West, where the technical potential is high and there 

is more open land than PJM East. 

 

Most assumed retirements in PJM are near-term announced retirements of coal-fired power plants. In 

addition to announced retirements, economic retirements projected by Navigant’s detailed analysis are 

also included in these forecasts. These economic retirements are driven by a combination of competition 

from low natural gas prices and added costs from environmental regulations. Over 6 GW of coal is 

expected to retire in PJM by the end of 2021. Most of the coal retirements occur in PJM West. CT 

retirements are generally age-based, as CT units are assumed to have a 50-year lifespan in this analysis.  

 



 

Figure 1. Capacity Additions and Retirements 

 
Source: Navigant Summer 2018 Forecast 

Supply and Demand Balance 

PJM currently has a supply surplus relative to the RTO-wide planning target for capacity margins, as seen 

in Figure 2. This oversupply was sustained in recent years by slow load growth, revised lower load 

forecasts, and many new combined-cycle units coming online. Capacity margins are forecasted to remain 

above 20% until the final years of the forecast. The large spike in 2019 is due to the addition of nearly 4 

GW of CC capacity with minimal retirements expected in 2019. The overall decline and leveling off of 

reserve margins in PJM is due to the combination of coal retirements, limited demand growth, and limited 

new capacity. In 2024, generic thermal units begin being built to meet specific localized reserve margins. 

 



Figure 2. Supply and Demand Balance 

 
Source: Navigant Summer 2018 Forecast 

Energy Price, Gas Price, and Market Heat Rates Forecast 

Figure 3 shows monthly peak period prices for select years at the PJM Eastern and Western hubs. At 

both, there is a July summer peak, which is in line with expected trends due to the prevalence and use of 

cooling devices in PJM states in the summer months. PJM Eastern Hub also has a winter peak, driven by 

high winter natural gas prices. In general, prices increase from 2020 to 2030 due to natural gas price 

increases, coal retirements, and load growth. 

 

Figure 3. On-Peak Monthly Prices, 2020 and 2030 

 
Source: Navigant Summer 2018 Forecast 



Figure 4 and Figure 5 show annual LMPs and gas prices as well as corresponding market heat rates, 

respectively, for the PJM Eastern and Western hubs. Energy prices generally rise over the forecast 

period, largely driven by an initial increase in RGGI pricing as the allowances decrease, a slow but steady 

increase in real natural gas prices, retirement of coal-fired generation, and a steady increase in demand. 

Market heat rates decrease over the first few years of the forecast prior to stabilizing. Upward pressure is 

caused by carbon prices and a tightening market, while additional renewable penetration and the 

replacement of retired coal with new efficient CCs apply downward pressure. In the long-term, downward 

pressure on market heat rates from increasing renewable penetration is largely offset by a tightening 

supply demand balance. 

 

Figure 4. Annual Average LMPs and Gas Prices 

 
Source: Navigant Summer 2018 Forecast 



Figure 5. Annual Average Market Heat Rates 

 
Source: Navigant Summer 2018 Forecast 

 


