
Rain on the horizon 

Wind lagging behind

The electricity prices are, as often 
discussed this year, unusually high. 
And it is pretty clear that the extreme 
summer that has depleted the hydro-
resources is a key factor. But it is also 
worth noting that there has been little 
wind this year so far. In Denmark, the 
average wind speed this year has so far 
been 9% below the average achieved 
during the same period (January - 
September) over the last five years 
and no less than 16% below the 2015 
level. This has unavoidably caused 
reduced production compared to an 
average year. And this has therefore 

contributed to raising the price level. 
The production realised however is 
at just 3% below the average year, 
which can be attributed to increased 
efficiency, additional capacity 
and possibly greater correlation 
between high wind speeds and high 
consumption compared to an average 
year. The prices would otherwise 
likely have been even higher. We are 
now in the third year in a row with 
below-average wind, and a gradual 
normalisation seems likely for the next 
year.

The system contracts for the immediate 
period have fallen fairly substantially in the 
last week. The contract for October this 
year has fallen by just over 8%, and the Q4 
contract has dropped by around 6%. The 
coming year contract, however, has fallen 
only by just over 1%. This must be viewed 
in light of the German year contract for 
2019 having climbed by more than 13% 
during the same period. The explanation 
for this can predominantly be found in the 
fact that the weather forecasts have be-
come much wetter in the last week, and 
the fact that the hydro-balance forecast 
has therefore experienced a significant 
upward adjustment.

The recent price falls for the immediate 
future are unlikely to repeat next week 
unless we experience a price collapse 
in energy commodities. The latter is 
causing the price level to remain high 
in Germany and naturally also affects 
the Nordic region. Fluctuations in the 
current prices are more likely, but dry 
weather forecasts could cause the price 
level to rise as quickly as it has fallen.

Our recommendation

Focus week 37 2018

Forward Wk 36 (EUR/MWh) Wk 37 (EUR/MWh) Expectation (wk 38)

ENOMOCT-18 54.61 50.40 ↘

ENOQ4-18 55.20 51.59 ↘

ENOYR-19 41.85 41.32 →

SYHELYR-19 4.43 4.75 ↗

SYOSLYR-19 -0.05 -0.05 →

The electricity price for the immediate future has fallen substantially, 
however there could be a bubble ahead for the fuel markets.

Here and now



Are the energy markets experiencing waves?

Precipitation: The forecasts for 
the coming couple of weeks 
show substantially more precip-
itation than what we are now 
used to: a full 5.9 TWh above the 
norm, whereas only a week ago 
it was well below the norm. The 
water reservoir levels in week 39 
have been adjusted up to 81.5%, 
whereas just a week ago only 
77.4% was expected.

Production and spot: The aver-
age spot price for the last week 
came to EUR 55.71/MWh. Much 
more wind is expected in the 
coming week and this could also 
push the prices down somewhat.

The EPAD for 2019 remained 
unchanged in NO1: -0.05 EUR/
MWh. On the other hand, the 
equivalent EPAD for FI climbed 
by EUR 0.32/MWh to EUR 4.75/
MWh.

The EPADs

Forecasts

As we know, there have been major price climbs for coal and carbon emission allowances 
this year and, as a consequence, we have seen German electricity prices climb substan-
tially. The two graphs below put this all into some perspective by indexing the price devel-
opments in recent years. The benchmark was set to 1 at the start of October 2013. The 
top graph shows the ratios for oil, coal, natural gas and carbon emission allowances. The 
bottom graph shows copper, the Rogers International Commodity Index (RICI) and the Eu-
roStoxx50 index against key European share prices.

A somewhat uniform development can be seen; the prices dropped towards Febru-
ary-March 2016 and have climbed since. This could be seen as an expression of a trend 
that is generally determined by economic cycles. But the events after the lowest point was 
reached are especially interesting. Shares have climbed substantially but have since stag-
nated and fallen. Commodities have generally experienced a more modest but steady climb 
and the copper prices are now experiencing a definite bear market. On the other hand, the 
energy markets are highly bullish. Oil has climbed nicely, and coal and gas are now at higher 
price levels than in 2013. Naturally, carbon emissions steal the attention with a quadrupling 
in price since 2013. Carbon emissions come across as a bubble in the latter stages, but 
natural gas also seems to be a bubble. Overall, the question is whether the increases in the 
energy markets can be maintained when the rest of the markets fail to follow suit.
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