Focus week 15 2020

Climbing prices in most markets
Following several weeks of price falls, Nordic electricity prices increased last week. An anticipated shift to drier and
colder weather towards Easter was one of the reasons.

Here and now

Major climbs in several markets

At the end of week 14, the extremely
wet weather continued to trigger price
falls in the Nordic energy market, but
the situation changed completely on
Monday. Over the weekend, noticeably drier and colder weather forecasts
came in and resulted in an upward revision in the Nordic electricity market,
overshadowing the falls from last week.
On Monday, the Q3-20 contract closed
at a price of EUR 9.10/MWh, an overall
price increase of EUR 0.90/MWh for the
week. Supported by increasing carbon
emission allowance and oil prices, the
YR-21 contract has increased by EUR
1.75/MWh and now costs EUR 21.30/
MWh.

At the start of the coronavirus crisis,
there were substantial price falls
across the markets, but we have seen
an upward revision in both the stock
and fuel markets in recent times.
Eight of the last ten days of trading
have ended with increases in the panEuropean Stoxx600 stock index, which
has recovered slightly following the
enormous falls during March. Even
though it remains completely uncertain
for how long and how the coronavirus
will affect our daily lives, some
optimism seems to have returned
across the markets, not least because
the curve showing the daily death toll

Our recommendation
In spite of the recent upward revision,
we continue to believe that the upside
in the market is greater than the downside. If positive figures relating to the
coronavirus continue to be released by
the countries that have been hit hard,
there will be additional incentives for
the markets to trade up. We therefore
believe that further price climbs are
more likely, but the uncertainty remains very high at this time.

has started to turn in several places
in Europe, including Spain and Italy.
The fuel market has also experienced
increases, with gas for delivery in
2021 increasing by 8% and the carbon
emissions allowance market now
trading 20% higher than just one week
ago. The largest increases have taken
place in the oil market, where one barrel
of Brent oil now costs around USD 34,
nearly 50% more than one week ago.
The price climbs in this market are
also related to the expectation that
Russia and Saudi Arabia will end their
price war and reach a new production
agreement instead.

Forward

Wk 14 (EUR/MWh)

Wk 15 (EUR/MWh)

Expectation (wk
16)

ENOMMAY-20

6.50

6.33

↗

ENOQ3-20

8.20

9.10

↗

ENOYR-21

19.55

21.30

↗

SYHELYR-21

8.23

8.35

↗

SYOSLYR-21

0.30

0.30

→

Swedish nuclear power operating at reduced capacity

Forecasts

The extremely low electricity prices are increasingly forcing Nordic nuclear
power operators to operate at reduced capacity. Production levels are
currently well below installed capacity.

Precipitation: The rest of week
15 looks set to be relatively dry
in the Nordic region compared
to recent weeks and months,
which have been very wet. From
the start of next week, unsettled
weather and increasing precipitation volumes are a possibility
again.

As most people have no doubt noticed, we are currently experiencing extremely
low electricity prices in the Nordic region. The average Nordic system price for
March was the lowest for a month since the year 2000, and the start of April
indicates that the level could drop even lower here. It is the combination of the
hydrological surplus of around 35 TWh, an expanded wind power sector and
decreasing consumption due to the coronavirus that has helped push electricity
prices down to the lowest levels experienced in decades.
The extremely low prices mean that the operators of the Swedish nuclear power
plants increasingly find themselves forced to limit production, as nuclear power
is simply not profitable in the current circumstances. Even before the coronavirus crisis, production was being cut for periods of time, but it has now become
necessary to extend the measures. Both at the end of last week and the start of
this week, production levels at Swedish nuclear power plants are at only around
75% of installed capacity.
Vattenfall, which is responsible for operating the majority of Swedish nuclear
reactors, told the Montel energy news site that the production restrictions will
likely continue in the coming period and over the summer, as a minimum. The
prospect of the Nordic system prices remaining consistently below EUR 5/MWh
over the summer means that the Swedish nuclear power plants find themselves
in the middle of an extraordinary year and need to plan production in ways that
are completely different to normal.
While Swedish nuclear power plants have been forced to cut production, electricity prices are somewhat higher in Finland, where the operators are able to
maintain normal operation. Nuclear power production in Finland is at around 95%
of normal levels at the start of this week.

Production and spot: The average Nordic system price in week
14 was EUR 5.37/MWh, and we
anticipate an even lower level this week. Wind power production is expected to increase
slightly from current levels.

EPADs
Following a couple of weeks
of falls, the price of the Finnish
YR-21 EPAD increased slightly
last week, and it is now trading
at EUR 8.35/ MWh. In Norway,
there were no fluctuations in the
NO1 EPAD for YR-21, which remains at EUR 0.30/MWh.
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