
Major price falls in fuel markets

Substantial price falls caused by weather change

We have experienced some relatively 
clear price falls in the Nordic region 
recently, and it is predominantly the 
completely changed weather situation 
that has caused the development. 
While several weeks in July were 
characterised by drought-like 
tendencies, it is now raining heavily 
across the Nordic region. This week is 
set to have more than twice as much 
precipitation as normal for the time 
of year in the region, and the hydro-
balance deficit, which was up to 15 
TWh at the end of July, is now expected 
to have disappeared completely by the 
time we reach the end of August. This 

is reflected in the electricity prices, 
especially the short-term contracts 
in the market, where the price of the 
Q4-19 contract has fallen by nearly 
15% since the market peaked at the 
end of July. The long-term contracts in 
the market are also being affected by 
the weather change, as the improved 
hydro-balance could very well leave its 
mark until we are into 2020. During the 
same period, the YR-20 contract has 
fallen by just over 8%. Nevertheless, it 
is worth noting that the trend is also 
the result of the falling fuel and carbon 
emissions prices that we will address 
further on page 2.

The falling trend continued in the Nor-
dic energy market last week, albeit 
not quite as strongly as the previous 
week. The continued negative mood 
was predominantly caused by some 
very wet weather forecasts and an im-
proved hydro-balance, supported by 
a downtrend in the fuel markets and 
carbon emissions allowance market. 
When the market closed on Monday, 
the Q4-19 contract cost EUR 38.15/
MWh, EUR 1.45/MWh less than last 
week. During the same period, the YR-
20 contract fell by EUR 0.65/MWh and 
is now at EUR 35.90/MWh. 

The price falls in the fuel markets and 
carbon emissions allowance market 
have been substantial recently, and the 
downside in the Nordic energy market 
therefore remains in spite of the recent 
price falls. We believe that we are set to 
enter another week with a falling trend, 
but, if the volatile carbon emissions al-
lowance market starts to climb again, 
other developments can definitely not 
be excluded.

Our recommendation

Focus week 33 2019

Forward Wk 32 (EUR/MWh) Wk 33 (EUR/MWh) Expectation (wk 34)

ENOMSEP-19 37.40 35.85 ↘

ENOQ4-19 39.60 38.15 ↘

ENOYR-20 36.55 35.90 ↘

SYHELYR-20 6.03 6.45 →

SYOSLYR-20 0.52 0.55 →

The latest period has been characterised by a major price fall in the fuel markets. Last week, both oil and gas prices 
fell to their lowest price levels for several months.

Here and now



Gas market characterised by major price fall

Precipitation: We anticipate pre-
cipitation volumes of more than 
double the norm for the remain-
der of week 33, but it looks set 
to be drier from the start of next 
week. The hydro-balance is ex-
pected to be around 0 at the end 
of August.

Production and spot: Wind pow-
er production in the Nordic re-
gion looks set to increase in the 
coming week and we anticipate 
lower spot prices. We anticipate 
an average Nordic system price 
of approximately EUR 35/MWh 
for week 33, around EUR 2/MWh 
lower than last week.

In Norway, the NO1 EPAD for 
YR-20 experienced a marginal 
price increase last week. It is now 
trading at a market price of EUR 
0.55/MWh. In Finland, the coun-
try’s YR-20 EPAD also increased, 
by EUR 0.42/MWh to EUR 6.45/
MWh. 

The EPADs

Forecasts

The European gas markets have experienced extremely large price falls in recent 
weeks. The temperature levels have normalised again in Europe following a heat-
wave in July, and the demand for gas has fallen. Stock levels remain very high. 
European gas stores are currently at 86% full, which is 20% higher than the level 
at the same time last year. The NCG gas contract for 2020 fell to EUR 17.92/MWh 
on Monday, which is the lowest price the contract has experienced for more than 
a year. The contract has fallen by approximately 13% in the last month. 
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Allowance market runs out of steam

Last week, we reported that the carbon emissions allowance market was close 
to exceeding EUR 30/t, but it would now appear that it will take some time before 
we see the market breaking through this technical barrier. The market has fallen 
since then and, on Monday, the benchmark carbon emissions contract closed at 
a price of EUR 26.70/MWh. This translates to a price fall of more than 10% in just 
a couple of weeks. The market remains characterised by uncertainty, and we will 
undoubtedly see the major price fluctuations continue in the coming weeks. The 
generally bullish mood also appears to have disappeared, at least temporarily. 

Senior Portfolio Manager
Lorents Hansen

(loha@energisalgnorge.no)
Telephone: + 47 9770 6413

Communicative Analyst
Karsten Sander Nielsen

(ksni@energidanmark.dk)
Telephone: +45 8745 6948


