
Carbon market faces new reform

The prolonged price climbs in the Nor-
dic energy market finally came to an 
end last week. The market experienced 
further price climbs at the start of the 
week, but when the weather forecasts 
once more started to predict low pres-
sure, most contracts changed direction. 
When the market closed on Monday af-
ternoon, the Q4-21 contract had fallen 
to EUR 46.50/MWh, while the YR-22 
contract now costs EUR 31.85/MWh. At 
the same time, the spread to Germany 
grew further as German electricity pric-
es continued to climb, and Danish and 
Southern Swedish EPADs also climbed. 

We are heading towards a summer 
with low levels of trading activity, but 
we could still experience major price 
fluctuations. The crucial factor will be 
whether or not the major hydro-bal-
ance deficit will start to shrink, or 
whether the dry weather continues. 
We currently believe that the chance 
of price climbs is greater than the pos-
sibility of the market continuing to fall 
in the coming weeks.

Our recommendation

Focus week 29 2021

Energi Danmark Focus is taking two weeks off for the summer holidays. We will return on Wednesday 11 August. 

Here and now European Commission seeks to reform carbon market

Wednesday 14 July was a long-
awaited day in the European carbon 
market. This was when the European 
Commission would present its new 
climate plan, in which the initiatives 
to ensure that the EU can meet its 
climate targets in the coming years 
would be presented. The wide-ranging 
plan included, among other things, a 
proposal for a new climate tariff and 
a ban on the sale of petrol cars from 
2035. A reform of the European carbon 
market was also part of the plan, 
and several industries, including the 
transport and heating sectors, will now 
be covered by the carbon market. The 

Commission also wants to lower the 
limit for when excess allowances in the 
market can be annulled, and it wishes 
to remove 100 million allowances from 
the market immediately. The plan 
is now set to undergo an extensive 
negotiation process both in the EU 
and in the European member states, 
and the carbon market is so far not 
showing any signs of concern about 
the plan. Most of the reform proposals 
had already been priced in, as rumours 
about the content had reached the 
market already.  

Forward Wk 28 (EUR/MWh) Wk 29 (EUR/MWh) Expectation (w 30)

ENOMAUG-21 53.60 51.50 ↗

ENOQ4-21 48.75 46.50 ↗

ENOYR-22 33.00 31.85 ↗

SYHELYR-22 9.15 10.50 ↗

SYOSLYR-22 7.40 7.30 →



Precipitation: The latest weath-
er forecasts indicate increasing 
precipitation volumes at the end 
of July, but the level is still not 
expected to rise above normal 
for the time of year. The large 
hydro-balance deficit therefore 
looks set to remain. 

Spot: High spot prices are also 
expected in the coming week, 
and we anticipate an average 
Nordic system price of around 
EUR 53/MWh. The level is subse-
quently expected to fall slightly 
over the next few weeks. 

The uptrend in the Finnish YR-22 
EPAD returned last week, and it 
has now climbed to EUR 10.50/
MWh. In Norway, the NO1 EPAD 
experienced a marginal price fall, 
and it now costs EUR 7.30/MWh. 
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OPEC increases production

Earlier this month, the OPEC member states and their allies failed to agree on a 
new oil production deal, which created some uncertainty in the international oil 
market. However, on Sunday, the organisation was able to announce that a deal 
has now been reached to gradually increase production over the coming months 
in line with the anticipated increase in global demand. On Monday, the oil market 
reacted to the news by way of falling prices, and Brent oil fell by nearly USD 5 
during the course of the day.
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Hydrological deficit leads to high spot prices

The last couple of weeks have offered extremely high spot prices in the Nordic 
region. The average Nordic system price was EUR 56.58/MWh in week 27, mak-
ing it the most expensive week since January 2019, and the average price in 
week 28 was EUR 53.64/MWh. The main reason for the substantial price climb is 
the large hydrological deficit. As such, the hydro-balance deficit is expected to 
be 16 TWh at the start of August. In Denmark and Finland, area prices have been 
above EUR 80/MWh on average in recent weeks. 


