
Water reservoirs full to the brim

Last week, we were able to describe 
how changes to the weather forecasts 
caused the market to change direc-
tion, and the falling trend was rein-
forced even further last week. Prices 
fell significantly in both the long and 
the short-term contracts in the market. 
According to most forecasts, large vol-
umes of precipitation are now expected 
to fall across the Nordic region in the 
coming weeks, and the pressure on 
hydro-power producers looks set to in-
crease. As a result, both the Q1-21 and 
YR-21 contracts fell by more than 10% 
and now cost EUR 24.80/MWh and EUR 
21.10/MWh respectively. 

Following the very sharp price falls 
in the last week, the downside in the 
market should now be limited. How-
ever, there are still a few reasons why 
further price falls cannot be ruled out. 
The full water reservoirs and concerns 
about coronavirus mean that the mar-
ket could very well experience further 
price falls. Nevertheless, we believe 
that the market will manage to stabi-
lise to some extent, and that relatively 
neutral developments seem probable. 

Our recommendation

Focus week 43 2020

The Nordic energy market experienced a sharp price fall last week. Significantly wetter weather is on the way, and 
this caused prices to fall by more than 10% in both the coming quarter and year contracts. 

Here and now Renewed pressure on hydro-power producers

Following a few dry weeks, there are 
now prospects of an extremely wet 
end to October in the Nordic region. 
The latest forecasts predict that more 
than twice as much precipitation will 
fall across the Nordic region in the 
next ten days as is normal for this 
time of year. In turn, this increases the 
pressure on Norwegian hydro-power 
producers, who had otherwise started 
to calm down following a dry start to 
the month. In week 41, the total water 
level in the Norwegian reservoirs was 
95% according to Nord Pool, making 
it the highest level ever recorded at 
this time of year. In addition to the 

high precipitation volumes, limited 
export capacity to neighbouring 
countries is  a key factor behind the 
exceptionally high reservoir levels. 
Several of the country’s reservoirs are 
full to the brim, and the hydro-power 
producers estimate that they missed 
out on around 12 TWh of water that 
could have been used for electricity 
production. In light of this, the latest 
weather forecasts are not good news 
for hydro-power producers and, just 
as the forward prices have fallen 
significantly in the last week, the 
system price will likely drop back below 
EUR 20/MWh in the coming weeks.

Forward Wk 42 (EUR/MWh) Wk 43 (EUR/MWh) Expectation (w 44)

ENOMNOV-20 24.05 19.20 →

ENOQ1-21 28.21 24.80 →

ENOYR-21 23.70 21.10 →

SYHELYR-21 14.98 15.90 ↘

SYOSLYR-21 0.65 0.65 →



Precipitation: Nordic weather 
forecasts are currently looking 
extremely wet. Twice as much 
precipitation as normal is expect-
ed to fall during the remainder of 
October, and the hydro-balance 
surplus has now grown to no 
less than 17 TWh. 

Production and spot: As previ-
ously mentioned in this issue, we 
could very well be faced with fall-
ing spot prices over the coming 
period due to pressure on Nor-
wegian hydro-power producers. 
We anticipate an average Nordic 
system price of just under EUR 
20/MWh for week 43. The shift 
to low-pressure weather is also 
expected to result in increasing 
wind power production. 

The price of the Finnish YR-21 
EPAD increased again last week, 
and it now costs EUR 15.90/
MWh. Again, there were no de-
velopments in the Norwegian 
NO1 EPAD for YR-21 last week, 
and it remains at EUR 0.65/MWh.

EPADs

ForecastsMounting pressure in carbon market

The European carbon market is under pressure. On Tuesday morning, the bench-
mark contract in the market, EUA Dec-20, was trading at around EUR 24.60/t, 
which is the lowest level observed since June. This means the market has fallen 
by more than 20% since we reached the highest carbon price for more than 10 
years in September, peaking at EUR 30.47/t, and there are now fears that the 
market could be heading towards a prolonged downturn.

The coronavirus infection rate is rising sharply across Europe, and several coun-
tries have once again initiated gradual lockdowns of society in a bid to control 
the rate of infection. The highly exponential infection rate we are currently ex-
periencing is reminiscent of the developments across Europe back in February 
and March, when the carbon price fell by more than 40% in just a few weeks. It 
is unlikely to be this dramatic this time around, but there are no doubts that the 
market has started to accept that we are in the midst of a second coronavirus 
wave.
 
For now, the market is able to avoid sharp falls, as the current price level of 
around EUR 25/t acts as a technical barrier, as we have seen the market trade 
within a price range between EUR 25 and EUR 30/t for a long time. For this rea-
son, we have also seen that falls in the market have been relatively limited in 
recent days, but a larger price fall could be on the way, if the market manages to 
properly move away from EUR 25/t.

In addition to coronavirus, the market is also focusing on Brexit at the moment. 
The negotiations between the United Kingdom and the EU concerning a new 
trade deal between the parties have not moved in a positive direction. Expecta-
tions among analysts currently indicate that the Brits will be unable to reach an 
agreement with the EU which would be notably different to the “no deal Brexit” 
that was the horror scenario before the UK officially exited the EU earlier in the 
year. The carbon market has previously been greatly affected by the Brexit pro-
cess, and the market will continue to monitor developments as we move towards 
the New Year, after which the British are scheduled to exit the EU’s internal 
market.
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