
Cold weather continues and causes prices to climb

Hydro-balance weakened again

For months we have seen a hydro-
balance that has been extremely close 
to 0. The cooler weather in recent weeks 
and weather forecasts predicting 
both temperatures and precipitation 
volumes below normal for at least 
another couple of weeks have caused 
this situation to change. After the cold 
and dry forecasts were confirmed at 
the start of this week, the PointCarbon 
analysis bureau predicts that the 
hydro-balance will fall to a deficit of 
no less than 9.8 TWh by the middle of 
November. If this prediction becomes 
reality, it would be the greatest deficit 

observed in the balance since the 
summer. The risk of a winter with 
limited hydrological resources was 
clear in the market last week, when we 
observed a substantial increase in the 
Q1-20 contract. It is now at its highest 
price level in more than six months. 
The spot market is also being affected 
by the weather, and we anticipate that 
the average Nordic system price for 
week 45 will be around EUR 42/MWh, 
which would represent an increase of 
10% compared to last week and also 
the most expensive week since April.

Last week we were able to report how 
the Nordic weather forecasts were 
pointing in different directions. It would 
seem that it was the cold and dry fore-
casts that were correct, as these are 
now dominating completely. It is not 
just the Nordic region, but most of 
northern and western Europe where 
the cold is about to take hold, and this 
has also had an impact on fuel prices. 
The foundations were therefore laid 
for steeply climbing Nordic electricity 
prices last week. The Q1-20 contract 
has climbed by EUR 2.85/MWh to EUR 
44.50/MWh, while the YR-20 contract 
is at EUR 37.43/MWh, EUR 1.96/MWh 
more than last week. 

Cold weather forecasts have resulted 
in extreme price jumps recently, and 
we now believe that the downside 
is greater than the chance of further 
increases. Milder and wetter weather 
forecasts should, all else being equal, 
result in a downward adjustment. If 
the cold weather continues, the mar-
ket could experience further increases, 
but the room for price falls currently 
appears to be larger.

Our recommendation

Focus week 45 2019

Forward Wk 44 (EUR/MWh) Wk 45 (EUR/MWh) Expectation (wk 46)

ENOMDEC-19 39.40 42.10 ↗

ENOQ1-20 41.65 44.50 ↗

ENOYR-20 35.49 37.43 ↗

SYHELYR-20 7.20 7.00 ↗

SYOSLYR-20 0.56 0.60 →

The cold has taken hold in the Nordic region. The latest forecasts predict temperatures below normal for another two 
weeks, and the high-pressure weather means that the hydro-balance is being weakened.

Here and now



No improvements under way in gas market

Precipitation: The high-pressure 
weather continues and precipi-
tation volumes below the norm 
are expected in the coming 
week. As mentioned on page 1 
of this issue, the hydro-balance 
has dropped to its largest deficit 
since the summer, at 9.8 TWh. 

Production and spot: We antici-
pate a significant increase in the 
spot prices this week as a result 
of the cold weather. We could 
very well see increases of more 
than 10% compared to the level 
from week 44, which was EUR 
38.87/MWh. 

The Finnish YR-20 EPAD contin-
ued its price fall last week and is 
now down to a market price of 
EUR 7.00/MWh. In Norway, the 
country’s YR-20 EPAD experi-
enced a marginal increase to EUR 
0.60/MWh.

The EPADs

Forecasts

The European gas markets are already at their lowest levels for years. 
Even though the weather forecasts are cold, there is nothing to indicate 
that any notable improvement is under way.

We are currently experiencing extremely low prices in the European gas markets. 
When the November contract in the Dutch TTF exchange went to delivery, it was 
at a price of EUR 13.40/MWh, which is nearly half of what the equivalent contract 
cost last year when it went to delivery. At the same time, the year contract for 
2020 is currently trading at its lowest price for more than a year and a half.

The low prices in both short-term and long-term contracts in the market are the 
result of high volumes of LNG imports to Europe combined with high and stable 
production from the gas fields in Norway and Russia. This has meant that the 
European gas stores have been stocked up throughout the year when demand 
has been low, with an overall stock level at German gas stores of 99.6% in week 
44. This is the highest level since these statistics were introduced in 2011.

Even though demand is set to increase over the coming months, when the 
weather turns colder, there are no prospects of the prices approaching the norm 
for this time of year. If the temperatures remain around normal levels, we antici-
pate only very marginal increases for the remainder of the year. With completely 
full gas stores, it is very much a buyers’ market, and not even the current cold 
weather forecasts would be able to make any significant changes to this.

In the last week, the fact that Denmark has finally agreed to the Nord Stream 
2 gas line between Russia and Germany passing through Danish waters to the 
south of Bornholm has further strengthened the downside in the market. Nord 
Stream 2 is expected to be ready for operation from next year, when Russian gas 
will get a more secure path to Western Europe than through Ukraine, which is 
characterised by unrest.
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