
The gordian knot for Australia 

While Australia is facing the worst 
forest fires in history, another fight is 
dividing its people into two different 
camps. The question what to do with 
the vast coal resources that with the 
current yearly production is ten times 
the coal mined so far in the country´s 
history. The gordian knot to solve is 
the economic situation versus the 
environmental development. A high 
degree of the population blames the 
fires and the disturbed weather on 
the climate changes and wants that 
Australia scraps the current target 
of a co2 reduction of 26-28% up 
until 2030 and instead go for 100% 
reduction. Prime Minister Scott 

Morrison, which is leading a central 
conservative government, is leaning 
more on the mining industry and 
defends investments in the sector 
and wants more legislation to secure 
the business. “The climate cult has 
gone too far”, says Prime Minister in 
a speech held to the coal industry in 
November 2019. We should not close 
our mines, we should develop them. In 
meantime the international banks are 
leaving coal projects when it comes 
to financing them and developed 
countries are trying to cut coal as a 
share in their energy mixes. It is not an 
easy task for Australia going forward. 

Focus week 2 2020

Forward Wk 52 (EUR/MWh) Wk 1 (EUR/MWh) Expectation (wk 2)

ENOMFEB-20 39,55 34,40 ↘

ENOQ2-20 31,20 27,50 ↘

ENOYR-21 33,90 32,80 ↘

SYHELYR-21 5,70 5,50 ↗

SYOSLYR-21 0,88 0,88 →

Massive price falls in Nordic region due to mild, wet weather
The so far unusually mild and wet winter in the Nordic region has resulted in falling electricity prices. 

We have to go back nearly two years to find prices this low.

Following a relatively long period of 
fairly stable prices in the Nordic ener-
gy market, prices started experiencing 
serious movements as we entered the 
New Year. Mild weather and wet precip-
itation forecasts have resulted in price 
falls of more than 20% for the short-
term contracts in the market. In just 
one week, the Q2-20 contract has fall-
en by EUR 7/MWh to EUR 25.40/MWh, 
while the YR-21 contract closed at EUR 
31.60/MWh on Monday, EUR 1.55/
MWh lower than last week. Turnover in 
the market has been relatively large at 
the start of the year.

Even though numerous weather fore-
casts continue to predict mild and wet 
weather going forward, the latest ma-
jor price fall does, to some extent, ap-
pear to already have been factored into 
the forecasts. The downside in the coal 
and carbon emissions allowance mar-
ket also appears to be limited. We can 
definitely not rule out further price falls 
as we head towards next week, but we 
do recommend utilising the current 
price falls for full or partial hedging. 

Our recommendation

Here and now



Hydro balance improves considerably  
with current weather conditions

Extremely wet weather that hit the Nordic region with beginning in December has 
improved the hydrological balance from a deficit to a surplus of approximately 
2-4 TWh depending on which source used. It is mostly in snow/soil balance where 
the biggest change has been seen. The market can see no end at the moment 
regarding the trend and prices have fallen dramatically during the last two weeks. 
The market starts to compare the situation with what happened back in 2015 
when the prices collapsed during summer time. As a reminder Q2-15 and Q3-15 
delivered at 20,7 EUR/MWh and 13,3 EUR/MWh and then the hydrological situa-
tion was in fact 5-7 TWh on average, although with a high degree of inflow. These 
days the spot market has to cope with more renewables in the system but also 
better flow via the interconnectors to neighboring countries. The volatility will 
remain the coming weeks and changes in the weather will be closely monitored.  
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Oil market rocked by turmoil

The Brent front month contract traded as high as 70,74 USD/bbl on Monday, 
a level not seen for a front month contract since September 2019 when an at-
tack on Saudi Arabia’s refinery infrastructure  led to prices spiking. Current gains 
came in the aftermath of an US drone strike on Iraqi soil last Friday, killing Iran’s 
Qassem Soleimani and worries about an escalating conflict leading to potential 
supply disruptions in the Middle East. By now a significant part of the added risk 
premium has been removed from the price level again as the market is assessing 
the situation. Although the risk of a further escalation remains, Iran is dependent 
on earnings from continued oil exports, so the probability of actions like Iran 
blocking the Strait of Hormuz is deemed rather low for the time being. In the 
run-up to last week’s events oil prices managed to mainly continue their path 
upwards since the beginning of December on expectations that OPEC+ produc-
tion cuts will tighten the supply. In addition, the U.S. and China are expected to 
sing a preliminary trade agreement on 15 January.
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Precipitation: There are pros-
pects of extremely wet and mild 
weather in the Nordic region 
during the coming week. Precip-
itation in the form of 12-15 TWh 
of rain and snow is expected in 
the next ten days, which is dou-
ble normal levels. The hydro-bal-
ance currently has a surplus of 
approximately 4 TWh.

Production and spot: We an-
ticipate that the average Nor-
dic system price for week 2 will 
be around EUR 28/MWh, which 
would result in lower spot pric-
es compared to last week. Wind 
power production slightly higher 
than normal for the time of year 
is expected during the week.

The price of the Finnish YR-21 
EPAD increased slightly last week 
and it now costs EUR 5.75/MWh. 
In Norway, the NO1 EPAD is at 
EUR 0.88/MWh, unchanged from 
last week.

The EPADs

Forecasts


