
Forward prices continue to decline

Allowance market quietens down

After what has so far been a very 
turbulent year in the European carbon 
emissions allowance market, with 
major price fluctuations during the 
first few months of the year, it would 
now seem that some calm has spread 
across the market. In the last month or 
so, the market has remained within a 
relatively small window of around EUR 
24-26/t ,and the daily fluctuations 
during the period have been minor 
compared to the enormous price 
jumps and falls we had otherwise 
become familiar with during 2018 and 
the start of this year. The mood in the 
market is, to some extent, one of wait 

and see, as trading activity is about 
to slow down ahead of the summer 
holidays and we are still awaiting a 
decision as to who will take over as 
the new Prime Minister in the UK. The 
market already appears to have priced 
in that a more Brexit-friendly Prime 
Minister than Theresa May will take 
over, and the current race for the post 
is not causing any major fluctuations. 
If the new Prime Minister was to make 
unexpected announcements after 
entering the role, this could however 
result in the uncertainties returning in 
the allowance market.

The wet summer weather is continu-
ing, and the rain has still been falling 
across most of the Nordic region for 
the entire week. The influx to the water 
reservoirs has caused both the spot 
market and the immediate forward 
prices to experience further price falls. 
The Q3-19 contract is now at its low-
est level so far this year, with a closing 
price of EUR 31.55/MWh on Monday, 
EUR 1.60/MWh lower than last week. 
The YR-20 contract has fallen together 
with the coal and gas markets. It now 
costs EUR 34.70/MWh, a fall of EUR 
0.55/MWh compared to last week’s 
level. 

The market continues to fall and the 
negative mood in the financial markets 
is also characterising developments in 
the electricity and energy markets. The 
room for price climbs, however, has 
now become so great that we believe 
that there will be an upwards adjust-
ment if drier weather occurs, as could 
be indicated by the weather forecasts.

Our recommendation

Focus week 25 2019

Forward Wk 24 (EUR/MWh) Wk 25 (EUR/MWh) Expectation (wk 26)

ENOMJUL-19 30.18 29.00 →

ENOQ3-19 33.15 31.55 →

ENOYR-20 35.25 34.70 →

SYHELYR-20 4.55 4.83 ↘

SYOSLYR-20 0.43 0.43 →

The Nordic energy market continues to experience falling forward prices. 
Very wet summer weather and price falls in the coal and gas markets are the crucial price 

drivers.

Here and now



Global phase-out of nuclear power puts green shift under 

Precipitation: Precipitation vol-
umes in the Nordic region remain 
high, but drier conditions could 
be experienced from the start 
of week 26. The hydro-balance 
continues to improve and is now 
expected to have a surplus of 
5.8 TWh at the end of the month, 
according to PointCarbon.

Production and spot: The spot 
prices increased again last week, 
with the average Nordic system 
price being EUR 28.13/MWh. 
We anticipate that the level will 
increase further in the coming 
week, to around EUR 30/MWh.

There were increasing prices 
in the Finnish YR-20 EPAD last 
week. It is now trading at a mar-
ket price of EUR 4.83/MWh. In 
Norway, there were no fluctua-
tions in the NO1 EPAD for YR-20, 
which remains at EUR 0.43/MWh. 

The EPADs

Forecasts

According to the International Energy Agency, it is a problem for the glob-
al green shift that several countries have decided to phase out nuclear 
power.

For decades, nuclear power has been a particularly controversial energy form, 
not least due to the accidents that have been associated with the operation of 
nuclear power plants. For the last few years, several of the world’s largest econ-
omies have adopted plans to scale down or fully phase out nuclear power from 
their energy mix and this trend looks set to continue. According to figures from 
the International Energy Agency (IEA), the developed countries of the world will 
have reduced their nuclear power capacity by 25% by 2025 and by no less than 
67% in 2040 compared to now. 

The major downscaling of nuclear power means that there is a huge gap in the 
global energy mix that must be covered by other energy sources, and the IEA 
predicts that a large proportion of the demand will be met by fossil fuels. The 
phasing out of nuclear power is therefore a major problem for the global green 
shift and is preventing many countries from meeting their obligations, cf. the 
2015 Paris agreement.

According to the IEA, the development of renewable energy sources is continuing 
in developed countries, but not enough to cover the production loss left by the 
phasing out of nuclear power. The IEA estimates that renewable energy capacity 
must be at least five times as great by 2040 in order to meet demand. This would 
reduce global emissions by approximately 4 tonnes during the same period.

One of the issues with nuclear power in developed countries is that many of the 
nuclear reactors are old and not especially profitable, but the IEA is still encour-
aging the countries to extend the service life of the nuclear reactors to avoid 
increasing coal and gas-based production too much.

While the world’s leading economies are increasingly looking at reducing the role 
of nuclear power, new plants are also being constructed in some areas. Overall, 
nuclear power currently accounts for around 10% of global energy production.
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