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Norwegian government preparing to leave GO market
Like the power prices, the prices on green certificates (GO’s) have climbed during autumn. Lately, the market has in
particular had eyes on the Norwegian government’s plan to leave the GO market.

We have been through a
highly dramatic autumn
on the European energy
markets,
with
big
fluctuations on especially the gas
market, and with a big deficit on the
Nordic hydro balance, which grew to
a record high level in October. These
fluctuations have also had a big effect
on the European GO market. In total,
we are on a noticeably higher price level
than we were during summer, and the
price on both 2021- and 2022 hydro
certificates have almost doubled since
August.
This summer, the deficit on the hydro
balance had already increased, and as
the autumn started out dry as well, the
balance dropped to its biggest deficit

in more than 20 years. As the huge
deficit happened at the same time as
a big turmoil on the fuel markets, and
at the same time as new transmission
cables from the Nordic area were
commissioned, it led to a big price
jump on the GO market. The high price
level has remained intact throughout
the second half of the autumn, even
though the deficit on the hydro balance
has decreased again.

Increasing demand
Wind- and solar certificates have
climbed as well, but the hydro
certificates’ price increase has been
so big, that the traditional price gap
between wind and hydro power
certificates has been almost erased,
and the certificates from the two

energy sources now trade at largely
the same price level.
We have seen some fluctuating
demand on the market over the course
of the last months, but during the last
weeks, buying interest has increased
surprisingly sharply. This could be
connected to the rumors about a
potential Norwegian exit from the GO
market, a topic which has circulated on
the market for a long time, and where
the speculations have grown recently.
Back in October, the new Norwegian
Centre-left government announced,
that they wish to withdraw the country
from the European GO market. The
reason for this is, that the current
system on the market, according to the
government, causes extra expenses
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and a competitive disadvantage for the country’s industry,
which has to spend money to buy GO’s, even though the
country’s energy mix is 100 % green already.

A game-changer for the market
A potential Norwegian withdrawal from the GO market
would be a huge game changer for the whole system,
where Norway with its enormous hydrological ressources
and 140 TWh hydro power production every year, is
the by far the biggest seller of certificates. Meanwhile,
the decision would be a big setback for the EU’s green
ambitions for the coming years, if the many certificates
of Norwegian origin can no longer be sold in the rest of
Europe.
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If Norway decides to leave the GO market, it will as
mentioned above cause a huge drop in supply on the
market, and this might explain the increased demand
we for some reason have seen during the second half
of autumn. So far, the Norwegian government has
not yet introduced any details as to when and how the
country will leave the market, and since the government
does not have a majority in the country’s Parliament, it
will need support from other parties to go on with the
plan. Meanwhile, the proposal faces opposition from the
Norwegian hydro power giant Statkraft, who wishes to
keep Norway as a part of the market.

COP26 provides further momentum

THE COMING MONTHS

Other noteworthy events influencing the
carbon market over the course of the previous months include the COP26 summit in
Scotland, which ended in November. Even though
the agreements and the on the COP summits can
seem a bit intangible and inconcrete, the summit
ended with a general sentiment of a common fight
against global warming. New climate initiatives in
Europe will likely mean, that demand rises on the
GO market over the coming years.

will likely offer further big fluctuations on the GO
market, as we expect the volatile situation on the
energy markets to continue as well. Meanwhile,
we will continue to keep an eye on the situation
in Norway, to see if the country’s government
succeeds in withdrawing the country from the
GO market, and analyzing what consequences
this will have for both prices and the overall
structure on the market.
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