Focus week 14 2020

Nordic electricity prices at record low
The forward contracts in the Nordic energy market have fallen to their lowest ever levels as a result of the weather
conditions and the coronavirus crisis.

Here and now

Lowest spot prices in 20 years

There were further price falls in the forward contracts in the Nordic energy
market last week. Following a period of
somewhat drier weather, the weather
forecasts are now predicting high precipitation volumes once more. The forecasts predict that the first half of April
will bring more than twice as much rain
and snow as normal. The coronavirus
crisis is also continuing to put pressure on the market. The Q3-20 contract
closed at EUR 8.20/MWh on Monday,
while the YR-21 contract has fallen to
EUR 19.55/MWh. This is the lowest
price level either contract has ever been
traded at.

Nordic spot prices continue to fall.
The average Nordic system price for
week 13 was EUR 6.43/MWh, making
it the cheapest week in the Nordic
spot market since the year 2000. The
average price for March can now be
calculated, and it was EUR 9.01/MWh,
which is also the lowest level observed
for a month since July 2000. The
crucial factor is the combination of the
historically strong hydrology and the
impact of the coronavirus. The hydrobalance surplus is currently around 35
TWh, and the Norwegian reservoirs
will be full to the brim this summer

Our recommendation
How the coronavirus crisis will develop
from here remains a very open question, and the answer will therefore be
crucial to developments in the markets and Nordic electricity prices in
the coming period. However, with the
current record low levels, we maintain
our assessment that the chance of an
upward adjustment is greater than the
chance of further price falls.

when the water levels will, as normal,
peak. The hydro-power producers are
therefore being forced to sell at low
prices to guard against flooding. As
described last week, the coronavirus
is lowering demand in the market,
and the foundations have therefore
been laid for extremely low prices. We
predict that the spot prices will fall
further in April, and we estimate that
the average price for both the coming
weeks and the month as a whole will
be around EUR 5-6/MWh.

Forward

Wk 13 (EUR/MWh)

Wk 14 (EUR/MWh)

Expectation (wk
15)

ENOMMAY-20

8.05

6.50

↗

ENOQ3-20

9.20

8.20

↗

ENOYR-21

20.55

19.55

↗

SYHELYR-21

8.40

8.23

→

SYOSLYR-21

0.30

0.30

→

Oil price continues to fall

Forecasts

There were further price falls in the international oil markets last week. After the
alliance between Saudi Arabia and Russia broke down, the countries entered
into a price war, and the last couple of weeks do not appear to have mellowed
relations between the world’s two largest producers. At the same time, the coronavirus appears to be significantly reducing consumption on a global level, and
there are prospects of extreme oversupply in the market in the coming period
unless new alliances are formed to restrict production. On Monday, the price of
one barrel of Brent oil fell to USD 22.76, the lowest level observed in 17 years.

Precipitation: : The large precipitation volumes across the Nordic region have returned. The
forecasts currently predict more
than double the amount of rain
and snow than is normal for the
first half of April. The hydro-balance surplus remains at a record
high level of around 35 TWh.
Production and spot: As mentioned already in this publication, spot prices have fallen to
the lowest level observed in 20
years, and we could very well see
further falls in the coming week,
even if wind power production is
expected to decline in the Nordic
region.

EPADs
Coal market gains foothold
In spite of the extremely large falls in surrounding markets, with oil, gas and carbon emissions allowance prices having plummeted, the European coal market
is managing to make ends meet. The price of one tonne of coal for delivery in
2021 is now at a higher level than it was three weeks ago when the coronavirus
pandemic took off in the western world with lockdowns in several western societies. The virus has also resulted in supply issues in several areas around the
world and, as demand appears to be rising again in China, the coal market would
appear to be the only market avoiding price falls during the coronavirus crisis.

For the second week in a row, the
Finnish YR-21 EPAD fell and now
has a market price of EUR 8.23/
MWh. In Norway, the NO1-EPAD
remains unchanged at EUR 0.30/
MWh.
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