
Latest price climbs replaced by price falls

New major hydrological deficit in July - how long will it last?

After a wet start to the summer, the 
Nordic hydro-balance had a surplus 
of 5 TWh at the beginning of June. 
Nevertheless, the weather situation 
changed completely during July, 
and the second half of the month in 
particular was characterised by dry 
weather. This means that the balance, 
according to the PointCarbon analysis 
bureau, has fallen to a substantial 
deficit of 15 TWh. This has resulted in 
significant price climbs in the Nordic 
region during the month, although 
the heatwave in Southern and Central 
Europe and the rising carbon emissions 
allowance prices have also contributed 
to the price climbs. The average Nordic 

system price at the start of July, in 
week 27, was only EUR 28.41/MWh, 
but in week 30 this level had climbed 
to no less than EUR 38.02/MWh. The 
prices were therefore back at the level 
experienced the last time we had such 
a major hydrological deficit, in the 
middle of spring. The spread between 
the Danish and German year contracts 
for 2020 has not changed much during 
the month but, if the hydro-balance 
deficit continues or even grows, 
this difference is likely to reduce. 
Conversely, a substantial hydro-
balance improvement could result in a 
broader spread.

Following recent price climbs, the Nor-
dic energy market has changed di-
rection again and we are now seeing 
significant price falls at the start of Au-
gust. A strengthened hydro-balance is 
having an impact, in particular on the 
short-term contracts in the forward 
market, where the price falls are larg-
est. Following an extremely dry July, 
the start of August is showing major 
adjustments to the forecasts for pre-
cipitation and overall water reservoir 
levels. When the market closed on 
Monday, the Q4-19 contract cost EUR 
39.60/MWh, which is more than EUR 
3/MWh less than last week. The YR-20 
contract has fallen by approximately 
EUR 1.5/MWh to EUR 36.28/MWh. 

The market is currently experiencing 
clear price falls, primarily as a result of 
the prospects of an improved hydro-
logical situation in the coming period. 
This trend could very well be strength-
ened in the short term, but the sce-
nario could also rapidly change, and 
we therefore recommend utilising the 
price falls for partial hedging across 
the curve. 

Our recommendation

Focus week 32 2019

Forward Wk 29 (EUR/MWh) Wk 32 (EUR/MWh) Expectation (wk 33)

ENOMAUG-19 38.50 38 ↘

ENOQ4-19 42.75 39.6 ↘

ENOYR-20 38.00 36.55 ↘

SYHELYR-20 4.95 5.63 ↗

SYOSLYR-20 0.43 0.12 →

The dry weather we experienced during July is coming to an end, and we now look set to be heading towards wetter 
times. Nordic electricity prices were experiencing falls across the entire price curve at the start of August.

Here and now



Major fluctuations in allowance market

Precipitation: : Wet weather fore-
casts and forecast adjustments 
to the water reservoir levels 
have caused the market to turn 
to substantial price falls. Precip-
itation volumes well above nor-
mal are expected in the next ten 
days.

Production and spot: Nordic spot 
prices have maintained the high 
level above EUR 40/MWh. The 
spot prices could come under 
pressure again as a result of wet-
ter weather, although the current 
lower levels of wind power pro-
duction are helping prop up the 
spot prices. 

The Finnish YR-20 EPAD has 
climbed by around 10% lately, 
to EUR 5.63/MWh as a result of 
slightly increased capacity chal-
lenges in the spot balance, etc. In 
Norway, as in Sweden, the mar-
ket is balanced and the YR-20 
EPAD is largely unchanged.

The EPADs

Forecasts

Trading activity has, as is often the case, been limited across the markets 
over the summer. The agenda has been set by the carbon emissions al-
lowance market.

In July, the European carbon emissions allowance market experienced a period 
of strong daily price fluctuations. At the start of the month, the allowance price 
was around EUR 26/t, but several factors meant that the market climbed sub-
stantially during the course of the month. On Wednesday 24 July, the market 
peaked at a price of EUR 29.95/t, an increase of approximately 15% during the 
course of the month and the highest price level in 13 years. Nevertheless, the 
market did not succeed in breaking the EUR 30/t barrier, and the allowance price 
declined slightly again during the final week of the month.

The market started the upturn when the weather forecasts started indicating a 
heatwave in Southern and Central Europe at the start of July. The temperatures 
climbed so substantially that France was forced to take a large proportion of its 
nuclear reactors out of service for reasons of safety. This increased the demand 
for gas and coal and the need to buy carbon emission allowances also rose. 

The supply of allowances in the European allowance auctions was low during the 
summer, and when the prices started to climb it seemed like the market reached 
a self-reinforcing trend. EUR 30/t would however appear to be the technical bar-
rier that the market is now trying to break.

Now, at the start of August, it is however far from inconceivable that we could 
see the market reaching its highest ever level this month. The daily fluctuations 
in the market remain large and, if we see a sudden uptrend again, we could, in 
just a few days, see the market climb to EUR 31/t, which is the highest allowance 
price ever experienced. The market is continuing to keep an eye on Brexit, but it 
would not appear that Boris Johnson’s statements since becoming Prime Minis-
ter have been able to cause any notable shocks in the market.
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