
Trump’s Iran decision shakes market

No end in sight for price climbs

There does not appear to be any end in 
sight to the enormous price climbs that 
have characterised both the electricity 
and fuel markets for several weeks. 
The Nordic energy market is currently 
reacting strongly to a combination of 
dry weather forecasts, a weakened 
hydro-balance and climbing fuel prices. 
In less than two months, the Nordic 
YR-19 contract has now climbed by 
30%, and similar increases have also 
taken place in other markets. The oil 
price has increased by just over 20% 
in the same period, while the price 
for one tonne of coal has climbed by 
around 25% since the middle of March. 

The market currently appears to be 
experiencing a ”perfect storm,” in 
which the various bullish signals from 
the fuel markets are keeping up with 
one another and, in the coal market 
in particular, there seems to be no 
prospect of the developments turning. 
The market is receiving very strong 
signals from Asia at the moment, with 
the consumption of coal being high in 
both China and India. For this reason, 
the coal-dependent German energy 
market could very well climb further, 
and such climbs would also affect the 
Nordic region. 

Week 19 was yet another week of price 
climbs in the Nordic energy market, 
which is experiencing bullish signals 
from virtually every side. The weather 
forecasts are completely dry, the Ger-
man energy market is climbing substan-
tially and the upturn in the fuel markets 
continues. Only the slightly falling spot 
prices pulled slightly in the other direc-
tion. When the market closed on Mon-
day afternoon, the Q3-18 contract cost 
EUR 36.15/MWh, an increase of EUR 
1.85/MWh since last week. The YR-19 
contract increased by EUR 1.65/MWh. 
It closed at EUR 34.75/MWh on Mon-
day, its highest ever price level.

We see no reason for the price climbs 
not to continue. The weather forecasts 
are very dry and, following Trump’s de-
cision to withdraw the US from the Iran 
agreement, the uncertain mood in the 
fuel markets will likely continue, and we 
can therefore envision that the upside 
will also continue. It therefore seems 
likely that there will be climbing prices, 
especially in the long term.

Our recommendation

Focus week 20 2018

Forward Wk 19 (EUR/MWh) Wk 20 (EUR/MWh) Expectation (wk 21)

ENOMJUN-18 33.70 35.30 ↗

ENOQ3-18 34.30 36.15 ↗

ENOYR-19 33.10 34.75 ↗

SYHELYR-19 4.70 4.50 ↘

SYOSLYR-19 -0.05 -0.05 →

The prices continue to climb in both the electricity and fuel markets. 
The weather forecasts are very dry for the coming weeks. 

Here and now



Oil climbs following Trump’s Iran decision

Precipitation: The Nordic region 
is not expecting much precipita-
tion in the next week, and the hy-
dro-balance is therefore further 
weakened. A deficit of 12 TWh 
is expected at the end of May. 
Precipitation volumes above the 
norm are not expected before 
the end of week 21.

Production and spot: With an av-
erage Nordic system price of EUR 
24.91/MWh, week 19 became 
the cheapest week so far this 
year in the Nordic spot market 
We anticipate that the price level 
will climb in the dry weather this 
week. Wind power production is 
set to be above the norm but will 
drop towards the weekend.

The price of the Finnish YR-19 
EPAD continues to fall. It closed 
at EUR 4.50/MWh on Monday, 
EUR 0.20/MWh lower than last 
week. In Norway, there were no 
fluctuations in the NO1 EPAD for 
YR-19, which remains at EUR 
-0.05/MWh.

The EPADs

Forecasts

Last week, Donald Trump took the decision to withdraw the USA from the 
Western nuclear agreement with Iran. This caused the oil price to climb to its 
highest level since 2014. 

The oil market held its breath last week, when Donald Trump announced that he 
would make a statement on Tuesday regarding whether the USA would withdraw 
from the Western nuclear agreement with Iran. Prices fell during Tuesday, when 
CNN broadcast rumours that Trump would not withdraw from the agreement, 
but the reality turned out to be different.
On Tuesday evening Danish time, Trump announced that the USA will withdraw 
from the agreement with Iran and will reintroduce sanctions against the country. 
This is in spite of there being continued European support for the agreement, 
which is based on Iran stopping its nuclear weapons programme in exchange for 
eased international sanctions, including those that originally affected the coun-
try’s oil exports.

When Trump’s decision was announced, the oil market started climbing signifi-
cantly. On Wednesday alone, the price of one barrel of Brent oil increased by just 
over USD 2 compared to the closing price on Tuesday due to the uncertainties in 
the market following the American decision. The question now is whether we will 
see further limitations in the global supply situation following a couple of years in 
which OPEC and Russia have driven prices up thanks to their agreement on pro-
duction limitations. The price climbs continued later in the week and one barrel 
of Brent oil peaked at USD 77.50, which is the price level at the start of week 20.

It is still not clear how the countries that Iran primarily exports oil to will react to 
the USA withdrawing from the nuclear agreement. There are already rumours in 
the market that the USA will sanction the countries that continue trading with 
the Iranians, although the specific details are still not clear. If the EU continues 
its full support of the agreement, there could be a diplomatic crisis on the way 
between the USA and the country’s western allies. The oil market should there-
fore keep an eye on how Iranian exports develop. Iranian oil exports increased 
substantially after the sanctions were liffted in 2016, and Iran is now among the 
world’s top five oil producers. 
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