Focus week 17 2021

Snow melting delayed by cold weather
The prolonged cold period in the Nordic region now means that the snow will remain in the mountains for longer than
normal, putting pressure on hydro-power producers.

Here and now

Flood delayed by cold spring weather

Compared to last week, the forward
prices in the Nordic energy market are
relatively unchanged. It is especially
remarkable how small the fluctuations
currently are in the long-term contracts
in the market, despite the fact that the
fuel and carbon markets and German
electricity prices are continuing to climb.
Over the last two weeks, there has not
been a single day with any notable fluctuations in the YR-22 contract, which is
now trading at EUR 27.50/MWh, a marginal decrease of EUR 0.15/MWh since
last week. The Q3-21 contract has fallen by EUR 0.85/MWh and now costs
EUR 30.10/MWh.

At the end of spring, the vast amounts
of snow that have settled across Nordic
mountains traditionally start melting,
causing water to flow down into, among
other things, the reservoirs, where
water levels begin to rise once more.
This will also be the case this year, but
the abnormally cold spring weather we
are currently experiencing is delaying
the snow melting. For nearly all of April,
temperatures in the Nordic region have
been well below normal for the time of
year, and it looks as though the cold
weather will continue well into May at
the very least. The low temperatures

Our recommendation
Another largely neutral week has
passed in the Nordic energy market,
and we still consider the downside to
be slightly greater than the upside.
When temperatures start approaching
normal, this should result in a downward adjustment in the short-term
contracts. Nevertheless, developments remain reliant on the carbon
market, where another price jump
could pull the Nordic energy market
upwards.

mean that the snow is not melting,
and the hydro-power producers’ water
reservoirs are starting to run low. This
is contributing to sharp price climbs
in the immediate contracts for the
coming weeks and May and June, as
the hydro resources will be limited
during this period compared to normal.
The prolonged cold period we have
experienced has also taken its toll on
the hydro-balance. The PointCarbon
analysis bureau is now predicting
that the hydro-balance deficit will be
1 TWh at the start of May.

Forward

Wk 16 (EUR/MWh)

Wk 17 (EUR/MWh)

Expectation (wk 18)

ENOMJUN-21

35.25

30.90

↘

ENOQ3-21

30.95

30.10

↘

ENOYR-22

27.65

27.50

↘

SYHELYR-22

8.28

7.95

→

SYOSLYR-22

6.58

6.90

→

Allowance price heading towards EUR 50/t

Forecasts

The steady uptrend in the European carbon market is continuing. New record-high price levels are being reached nearly every day, and the price is now
approaching EUR 50/t. It is now worth keeping an eye on the fact that the deadline for “compliance buying” is at the end of this week, and the sectors covered
by the EU allowance scheme must have bought allowances to cover their consumption in the previous year. There has been a growing demand in the market
as the 30 April deadline has been approaching, and the question now is whether
we will see the market plummet from next week or whether the prices will simply
continue to rise.

Precipitation: There are prospects of extremely wet weather in the Nordic region over the
coming weeks. More than twice
as much precipitation as normal is expected in the next two
weeks, which will help relieve
some of the pressure on the hydro-power producers.
Production and spot: As mentioned, the Nordic system price
level has increased significantly
at the start of this week, and we
are heading towards the most
expensive week in the spot market since the beginning of February. Wind power production
looks set to decrease in the coming week.

EPADs
Cold weather results in high spot prices
Nordic spot prices experienced sharp price climbs at the start of this week. Consumption remains relatively high in the cold spring weather, and the limited hydrological capacity has given prices an extra boost. The Nordic system price for
Monday and Tuesday was EUR 56.63/MWh and EUR 55.07/MWh respectively,
making these the two most expensive days observed since the start of February.
We are heading towards an average Nordic system price of around EUR 50/MWh
for the week. This price level looks set to fall again as of next week as temperatures slowly rise during May.

In Norway, the NO1 EPAD increased again last week and has
now reached a new record high.
It now costs EUR 6.90/MWh. The
price level is slightly higher in Finland. Here, the YR-22 EPAD is at
EUR 7.95/MWh.
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