
Price falls across the fuel markets

Spread to Germany decreasing 

The difference between the Nordic 
and German electricity prices grew 
significantly at the start of autumn, but 
in recent weeks the spread between 
the Nordic region and Germany 
has decreased slightly again. At the 
start of October, the German Cal-19 
contract was approximately EUR 15/
MWh more expensive than the Nordic 
equivalent, but the difference is down 
to EUR 12/MWh just a month later. 
This development has predominantly 
been driven by the substantial price 
falls across the fuel markets and the 
carbon emissions allowance market. 
The German energy market is based 
more around fossil fuels than is the 

case in the Nordic region, and the 
German market has therefore also 
reacted more strongly than the Nordic 
market to the enormous price falls of 
more than 25% in the carbon emissions 
allowance market during October. At 
the same time, there have been no 
notable changes to the hydrological 
situation in the Nordic region during 
the month. Back in September, it was 
the sudden improvement in the hydro-
balance that caused the spread with 
Germany to experience a substantial 
increase. If the negative trend in the 
fuel markets continues, there will 
no doubt be room for the spread to 
decrease even further.

The Nordic energy market moved 
largely sideways last week. Week 45 
looks set to be very dry, but last week 
the forecasts started to indicate wet-
ter weather from the beginning of 
week 46. As the temperatures con-
tinue to look set to remain above the 
seasonal norm, the market reacted by 
trading down towards the end of the 
week, supported by falling fuel prices. 
The Q1-19 contract ended the week 
with a minor increase of EUR 0.25/
MWh and closed at EUR 46.45/MWh 
on Monday. The YR-19 contract now 
costs EUR 37.05/MWh, which is EUR 
0.23/MWh less than last week. 

The general mood in the market is cur-
rently bearish, not least due to falls 
across the fuel complex and in the 
German energy market. However, it 
is worth noting that the carbon emis-
sions allowance market has a life of its 
own, and that the price could rapidly 
increase. We believe that a slight price 
fall is most likely next week, but we 
could experience sudden increases if 
the allowance market starts correcting 
itself.

Our recommendation

Focus week 45 2018

Forward Wk 44 (EUR/MWh) Wk 45 (EUR/MWh) Expectation (wk 46)

ENOMDEC-18 45.40 46.35 ↘

ENOQ1-19 46.20 46.45 ↘

ENOYR-19 37.28 37.05 ↘

SYHELYR-19 6.70 6.95 ↗

SYOSLYR-19 0.13 0.13 →

The downtrend continues in the fuel markets. The oil market in particular has experienced 
significant price falls in recent times and this is affecting all related markets.

Here and now



Increasing production results in falling oil prices

Precipitation: The weather fore-
cast has become somewhat 
wetter during the last week in 
the Nordic region, and from the 
weekend the precipitation levels 
are likely to rise above the sea-
sonal norm. The hydro-balance 
does however remain at a minor 
deficit.

Production and spot: Wind pow-
er production in the Nordic re-
gion remains slightly below the 
norm for the time of year and 
this looks likely to also be the 
case next week. The Nordic sys-
tem price looks set to climb, and 
the average for the week is likely 
to be around EUR 47/MWh.

While the Norwegian NO1 EPAD 
for YR-19 remains stable at EUR 
0.13/MWh, the price of the Finn-
ish EPAD increased again last 
week. It now costs EUR 6.95/
MWh, making it the most expen-
sive EPAD in the Nordic region.

The EPADs

Forecasts

The oil price has fallen by more than 15% since the start of October after 
several of the world’s largest producers began to increase extraction. 

At the start of October, the oil price hit its highest level in four years, following 
an extended bullish period, and the price of one barrel of Brent oil reached more 
than USD 85. Fears relating to the supply situation in the market became the 
primary focus when the USA made it clear that new sanctions against Iran would 
be implemented from the start of November. Sanctions that would affect the 
country’s opportunities to export oil.

Since the start of October, the direction in the market has changed radically and 
one month later we can see that the oil price has fallen by more than 15%. One 
barrel of Brent oil is now trading at approximately USD 73, the lowest level expe-
rienced in the market since this summer. 

The indication of increased production is the primary reason for the market hav-
ing moved downwards. American production has risen to record high levels of 
11.35 million barrels per day during October. The country has therefore over-
taken Russia as the world’s largest oil producer, even though the Russians have 
also increased production in the same period. Finally, the market has also react-
ed to Saudi Arabia having promised to increase extraction to meet the demand 
that can no longer be met by Iran when the sanctions against the country come 
into effect. Iran and Saudi Arabia have an extremely tense relationship, and the 
American sanctions therefore pose a clear opportunity for the Saudis to take 
over Iran’s market shares. How much of an opportunity Iran will have to export 
oil after the sanctions have started remains uncertain. On Monday, the USA 
indicated that eight countries, including China and India, would be permitted by 
the Americans to continue to buy Iranian oil.

The falling oil price has influenced the related markets, with coal, gas and carbon 
emissions allowance prices also having fallen significantly during October. This 
has affected European energy markets, where e.g. the coal-dependent German 
market has experienced significant price falls during the course of the month.
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