
Russia and Ukraine back in focus on the gas market

Last week started with price falls in 
the forward market, but the mood 
changed towards the end of the week. 
The weather forecasts continue to 
indicate temperatures below normal 
for the time of year, at least until the 
middle of May, and the spot prices are 
climbing sharply as a result of the de-
layed snow melting. This development 
was supported by the continued up-
trend in the fuel and carbon markets 
as well as in the German electricity 
market, and the Nordic Q3-21 and 
YR-22 contracts closed at EUR 32.40/
MWh and EUR 30.95/MWH respective-
ly on Monday. 

The weather forecasts are now indi-
cating rising temperatures from the 
start of next week. This should help 
initiate the flood in the Nordic region, 
even though we are still experiencing 
temperature levels below normal for 
the time of year. At the very least, this 
should cause the spot prices to fall. 
With regard to the forward market, 
we believe that a sideways or slight-
ly climbing trend is most likely for the 
coming week. 
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European gas prices continued to climb last week. The focus is once more on Russia, and the country’s conflict with 
Ukraine is resulting in uncertainty in the market. 

Here and now Markets haunted by Ukraine conflict again

We have seen another escalation 
in the conflict between Russia and 
Ukraine recently, a now long-standing 
crisis that has been ongoing since 
2014, since when it has periodically 
influenced the European gas markets. 
Ukraine is an important transit country 
for Russian gas heading towards 
Western Europe and, for financial 
reasons, the countries have managed 
to collaborate on this transit, despite 
having been at war for several years 
now. Following recent tensions 
between the countries, Russia made 
the decision last week not to buy any 
more gas capacity through Ukraine for 

the month of May than it already had 
done, and this immediately caused 
nervousness to spread through the 
European gas markets. Prices, which 
were already at their highest levels 
for nearly two years as far as the year 
contracts were concerned, climbed 
across the markets. All eyes are now 
on Russia, and the market is holding 
its breath in fear of another prolonged 
gas conflict between the two 
countries. However, both countries 
have a financial reliance on getting 
the collaboration back on track, which 
indicates that the parties are likely to 
reach an agreement again. 

Forward Wk 17 (EUR/MWh) Wk 18 (EUR/MWh) Expectation (wk 19)

ENOMJUN-21 30.90 32.08 →

ENOQ3-21 30.10 32.40 →

ENOYR-22 27.50 30.95 →

SYHELYR-22 7.95 7.68 →

SYOSLYR-22 6.90 6.95 →



Precipitation: We continue to ex-
perience vast amounts of precip-
itation across the Nordic region, 
but the latest forecasts indicate 
that the level will drop to around 
normal for the season as of next 
week. The hydro-balance has 
returned to a smaller surplus of 
around 2 TWh. 

Production and spot: Last week’s 
average Nordic system price of 
around EUR 53/MWh made it the 
most expensive week since Feb-
ruary. This week there are pros-
pects of the level falling slightly, 
and we anticipate an average 
Nordic system price for the week 
of around EUR 46/MWh. 

The Finnish YR-22 EPAD fell 
slightly last week and now costs 
EUR 7.68/MWh. In Norway, there 
were marginally climbing prices 
in the NO1 EPAD for YR-22. It is 
now at EUR 6.95/MWh.  
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Coal market continues to climb

All indicators are pointing upwards in the international coal markets, 
which were also struck by supply issues in South Africa last week.

The already climbing coal market has received new bullish signals over the last 
week. On Wednesday last week, a freight train carrying coal derailed in north-
eastern South Africa, and the extent of the accident is so great that it is expected 
to significantly limit the country’s opportunities to export coal. South Africa is 
one of the largest exporters of coal in the world, and a big drop in exports is 
noticeable, even in Europe. The market seems to initially have underestimated 
how long it will take to clear up the accident site and repair the rails, and it would 
now appear that the railway line is unlikely to be back in service before the start 
of next week at the earliest. 

The accident took place at a time when the European coal markets were already 
climbing. Coal prices in China are approaching record-high levels, partly because 
the country continues to refuse to import coal from Australia, and also because 
it has temporarily closed down a number of mines for safety reasons. Such a de-
velopment in China always leaves its mark on prices across the world, including 
in Europe.

The cold spring weather continues to push prices, especially gas prices, up in 
Europe, and in recent times we have found that climbing gas prices make coal 
more profitable than gas when it comes to electricity production. Consumption 
has therefore increased, which has caused prices to soar. The carbon market 
also continues to soar, which is simply supporting the upside, and the many 
bullish factors have, overall, resulted in a major price jump. One tonne of coal for 
delivery in 2022 now costs USD 77, which is the highest level in more than two 
years and partly explains the electricity price jumps we are currently experienc-
ing, including in the Nordic region.
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