
Winter weather results in major price climbs

Week characterised by ice-cold weather forecasts

A clear weather change was among 
the stories setting the tone in the 
markets last week. When the forecasts 
reached consensus during the week, 
it was immediately reflected in the 
Nordic electricity prices that week 6 
would be characterised by extreme 
cold. Some weather models indicated 
several days of temperatures more 
than five degrees below the norm 
for the Nordic region. Over just three 
days, the Q2-18 contract climbed 
by approximately 12.5% due to the 
extremely cold weather forecasts. The 
weather forecasts have come true at 
the start of week 6. Temperatures are 

very low, which results in particularly 
high spot prices in the Nordic region 
due to rising consumption. The average 
Nordic system price for Monday was 
EUR 48.25/MWh, while the price for 
Tuesday was EUR 46.03/MWh. The 
Wattsight analysis bureau predicts 
that the average Nordic system price 
for week 6 will be EUR 41.39/MWh, and 
if this comes true it would be the most 
expensive week in the spot market 
since autumn 2016. The major price 
climbs in the immediate contracts are 
a stark contrast to the distant end of 
the market, where the contracts have 
fallen in price.

Fuel prices are falling across the globe, 
and last week the oil, gas and coal mar-
kets experienced a clear falling trend 
caused by a generally improved sup-
ply situation in the markets. In spite of 
these price falls, the immediate Nordic 
energy prices increased rather notably 
last week, as the weather situation in 
the region changed and became very 
cold and dry. The Q2-18 contract 
therefore increased by EUR 1.50//
MWh, closing at EUR 26.15/MWh on 
Monday. The YR-19 contract, on the 
other hand, fell due to the falling fuel 
prices. It closed at EUR 25.80/MWh on 
Monday, EUR 0.55/MWh below last 
week’s level.

The prices have been pushed right up, 
particularly in the short end of the mar-
ket, and the Q2-18 contract is now at 
the highest price level experienced for 
several months. The latest weather 
forecasts indicate milder and wetter 
weather from and including week 7, 
and, if these forecasts are confirmed 
during the week, it is highly likely that 
we will see price falls in both the Q2-18 
contract as well as the rest of the short 
end of the market. 

Our recommendation

Focus week 6 2018

Forward Wk 5 (EUR/MWh) Wk 6 (EUR/MWh) Expectation (wk 7)

ENOMMAR-18 30.55 33.05 ↘

ENOQ2-18 24.65 26.15 ↘

ENOYR-19 26.35 25.80 ↘

SYHELYR-19 6.00 5.88 ↘

SYOSLYR-19 -0.05 -0.05 →

Ice-cold weather forecasts resulted in a clear increasing trend in the immediate 
contracts in the Nordic energy market last week.

Here and now



Danish carbon price floor on the negotiating table

Precipitation: While most of 
week 6 looks set to be ice-cold 
and dry, it also seems that we 
will experience milder and wetter 
weather from the start of week 
7. There is still a major hydro-bal-
ance surplus, which is expected 
to be 13.5 TWh by the middle of 
February.

Production and spot: We antici-
pate a very high average Nordic 
system price for week 6, with the 
cold winter weather resulting in 
high consumption in the Nordic 
region. An average Nordic sys-
tem price of more than EUR 40/
MWh seems very likely for the 
week.

The price of the Finnish YR-19 
EPAD fell slightly last week and 
cost EUR 5.88/MWh on Monday. 
The NO1 EPAD in Norway re-
mains unchanged at EUR -0.05/
MWh.

The EPADs

Forecasts

Carbon price floors have been a major item on the energy policy agenda in the 
last year or so. Both in France and the Netherlands the governments are working 
on the implementation of minimum fees for carbon emissions, and the topic also 
came up in connection with the government negotiations after the German par-
liamentary elections. The reason for the national initiatives is that the European 
carbon emissions market is not working as intended, as the price of carbon emis-
sion allowances is not high enough to provide polluting parties with sufficient 
incentive to switch to more environmentally friendly energy sources. 

Denmark NorwayFinlandSweden Germany

Now, several Danish parties are also looking at the movements in the rest of 
Europe and want the item on the agenda when negotiating a new energy deal for 
the country later this year. Both The Social Liberal Party and the Red-Green Alli-
ance believe that the matter must be addressed during the energy negotiations, 
as the European carbon emissions allowance market has been found not to be 
strong enough to limit carbon emissions. This is according to Altinget.dk. Never-
theless, the Danish Energy Minister is not entirely happy with the suggestion as 
he fears that a carbon emissions charge could weaken Danish competitiveness if 
the initiative is not implemented in all EU countries. 

For a period in January, the European carbon emissions allowance price reached 
approximately EUR 9.50/t, the highest level in nearly six years. However, the 
uptrend came to an end, and the price has since dropped back down to around 
EUR 9/t. The EU hopes that new initiatives to reduce the number of allowances in 
the market will cause the prices to rise over the coming years, but experts have 
some doubts. While the Netherlands and France are finalising the introduction of 
a carbon price floor, the UK has already had a similar scheme for several years. 

What the UK, France and the Netherlands have in common is that they all base 
only a very limited proportion of their electricity production on  coal, which is the 
energy source that emits most carbon. It would therefore be easy to consider the 
initiatives in these countries to be symbolic policies, and the same could to some 
extent be said about a similar scheme in Denmark. Nevertheless, the hope could 
be for coal-based countries in Europe, predominantly Germany, to feel pressur-
ised to implement a carbon price floor, if a large proportion of other EU member 
states implement similar systems.
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