Fokus week 17 2020

Crisis in oil market in spite of new deal
The international oil markets remain characterised by low demand. The oil price fell to its lowest level for around 17
years last week in spite of the new deal between OPEC and Russia.

Here and now

New oil deal not enough to stop price falls.

For the third week in a row there were
climbing prices in the long-term contracts in the Nordic energy market, while
there were slight falls in the short-term
contracts. The weather forecasts have
changed direction a few times in the
last week, the oil price is falling steadily, but the carbon emissions allowance
market has made another price jump
following the news on Tuesday of lower levels of French nuclear production
for the remainder of the year. At closing
on Monday, the Nordic Q3-20 contract
cost EUR 9.41/MWh, EUR 0.09/MWh
less than last week. The YR-21 contract
has climbed by EUR 0.95/MWh and is
now at EUR 23.55/MWh.

During the last week, the price of one
barrel of Brent oil has fallen to its lowest
level since 2003. On Tuesday morning,
the trade price was approximately
USD 22, while the American WTI oil
price collapsed completely on Monday
evening as a result of expectations of
inadequate storage capacity during
the month of May. The falls took place
in spite of OPEC and its allies already
having returned to the negotiation
table and having agreed to decrease
global production by just over 10
million barrels per day in the coming
months. However, the problem is that
global demand is expected to decline

Our recommendation
Following a few positive weeks, the
upside, especially in the long-term
contracts in the market, now seems to
be rather more limited. We believe that
there will be falling prices in the carbon
market and, if this turns out to be the
case, it would also drag Germany and
the Nordic region down. Conversely, a change in the weather situation
or news about the coronavirus crisis
could also have a sudden impact on
the still extremely uncertain market.

by much more than this, and the
oversupply in the market will increase
despite the new agreement. Both the
International Energy Agency (IEA)
and OPEC have, on several occasions
since the start of the coronavirus
crisis, lowered expectations for
demand, and the already abundant oil
stores will continue to grow if further
agreements to reduce production
are not reached. With this in mind,
the eyes of the market are largely on
Russia, Saudi Arabia and the USA,
which are attempting to secure the
best position for themselves ahead of
any new negotiations.

Forward

Wk 16 (EUR/MWh)

Wk 17 (EUR/MWh)

Expectation (wk
18)

ENOMMAY-20

6.23

5.90

→

ENOQ3-20

9.50

9.41

↘

ENOYR-21

22.60

23.55

↘

SYHELYR-21

8.30

8.68

↘

SYOSLYR-21

0.30

0.78

→

France decreases nuclear power production

Forecasts

Nuclear power operators have announced that France will decrease production by up to 20% for the rest of the year. This has resulted in price
climbs in electricity, fuel and carbon emissions allowances.

Precipitation:As we approach
the coming weekend, there will
be high pressure across the
Nordic region, which will ensure
dry weather, but there are prospects of slightly more unsettled
weather afterwards. The hydro-balance surplus is decreasing slightly, but remains large
enough for there not to be any
serious climbs in the spot prices.

News from the French nuclear power sector traditionally has a big effect on the
European energy markets, and on Thursday there were further reactions relating
to French nuclear power plants. On Thursday, the French nuclear power operator, EDF, announced that, due to the impact of the coronavirus on consumption
and electricity prices, it will decrease production by up to 20% for the rest of
2020.
“EDF estimates that our nuclear power production will be around 300 TWh in
2020, before increasing to somewhere in the range of 330 and 360 TWh in 2021
and 2022,” EDF said in a press release.
EDF has confirmed that the major decline in electricity consumption will result in
several nuclear reactors being taken out of operation during the summer, when
prices are expected to be especially low. The nuclear reactors will be ready to
produce at full capacity again during the coming winter, when consumption may
return to relatively normal levels, depending on the development of the coronavirus situation.
Falling nuclear power production in France is important to the rest of Europe,
including the Nordic countries, as France is a country that traditionally exports
electricity. The news means that other sources of energy now have to cover
the consumption previously met by French nuclear power, and fuel and carbon
emissions allowance prices increased on Thursday as a result. The markets continued to climb on Friday.
The carbon emissions allowance market has increased by just over 15% since the
news was announced, primarily because lower French nuclear power production
may result in increased demand for coal. Electricity prices have also increased,
especially in coal-dependent countries, but the Nordic region also experienced
clear reactions when the EDF decision was announced.

Production and spot: The average Nordic system price for week
16 was EUR 4.42/MWh, another
fall from the previous week. We
anticipate slightly higher prices
this week, with wind power production expected to decrease in
the Nordic region.

EPADs
In Norway, the NO1 EPAD (Oslo)
for YR-20 increased to a price
of EUR 0.78/MWh last week.
The YR-21 EPAD in Finland also
increased. It is now trading at a
market price of EUR 8.68/MWh.
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