Focus week 24 2020

Substantial increases across forward market
Bone dry weather forecasts and large fluctuations in both the coal and carbon emissions allowance markets resulted
in climbing forward prices in the Nordic energy market last week.

Here and now

Hydro-balance surplus takes a nosedive

Following a couple of months without
any notable fluctuations, there were
substantial price climbs in the shortterm contracts in the forward market
last week. The main reason for the increases is the fact that the hydro-balance surplus has dwindled sharply
in recent weeks. The Q3-20 contract
closed at EUR 15.20/MWh on Monday, an increase of EUR 6.00/MWh for
the week. The distant contracts in the
market have also increased following a
week in which both the coal and carbon
markets have been climbing substantially. The Nordic YR-20 contract now
costs EUR 25.45/MWh, EUR 2.40/MWh
more than at the same time last week.

The latest weather forecasts for
the Nordic region indicate that we
will experience high pressure and
extremely dry weather in the coming
weeks. This will cause the hydrobalance surplus, which has already
declined sharply during May, to reduce
further. The PointCarbon analysis
bureau now estimates that the balance
surplus will drop to just 7 TWh by the
end of the month, an enormous change
compared to the +30 TWh observed at
the start of May. The sudden change
in the hydrological situation is the
crucial reason for the short-term

Our recommendation
Despite being the first week in a long
time in which there were significant
climbs in the Nordic energy market,
there is still room for climbing prices. The carbon emissions allowance
market has largely started to follow
the stock market, which seems to be
continuing upwards as coronavirus restrictions are eased around the world.
We consider price climbs to be most
likely in the coming week.

contracts in the Nordic energy market
now finally having started to move,
following several months without
any notable fluctuations. In just one
week, the immediate quarter contract
has climbed by 65% now that it is no
longer guaranteed that there will be a
large hydrological surplus throughout
the entire quarter. At the same time, it
is worth noting that the spot prices are
still not climbing. Over the weekend,
the Nordic system price fell to EUR
1.75/MWh, its lowest ever level, and
the price remains stable below EUR 5/
MWh at the start of week 24.

Forward

Wk 23 (EUR/MWh)

Wk 24 (EUR/MWh)

Expectation (wk
25)

ENOMJUL-20

4.40

9.25

↗

ENOQ3-20

9.20

15.20

↗

ENOYR-21

23.05

25.45

↗

SYHELYR-21

9.10

9.18

→

SYOSLYR-21

1.03

1.03

→

Coal price climbing following bridge collapse

Forecasts

A collapsed bridge in northern Russia has put an end to a large proportion of Russian coal exports to Western Europe. This has caused coal
prices to climb.

Precipitation:Bone dry weather
forecasts currently dominate the
Nordic region. Precipitation volumes around one third of normal
for the time of year are expected
for the rest of this week and next
week as a minimum.

Following several months of steady falls, we have experienced a sudden price
jump in the European coal market over the last week. At the start of last week, a
railway bridge over the Kola river collapsed as a result of substantially elevated
water levels. No people were injured in the collapse, but the bridge was part of
a key railway line used to transport coal to the port city of Murmansk in northwestern Russia, from where it is transported on to Europe, among other places.
According to analysts, the collapsed bridge is resulting in a decrease of 1 million
tonnes per month for Russian coal exports. The Russians initially hoped that it
would be possible to rapidly identify alternative ports from which to ship the
coal, but, as the closest alternatives are already exporting at full capacity, these
plans had to be abandoned. On Friday, the company responsible for coal production and exports from the area, SUEK, announced that the transport of coal to
Murmansk will not resume before 23 June at the earliest, and that it will initially
be limited and will use alternative routes.
European coal prices climbed sharply as soon as the news of the bridge collapse
came out, and the increases continued unabated during the week, as it became
clear that imports from Russia would remain limited for some time yet. On Monday last week, one tonne of coal for delivery in 2021 cost USD 51.82, its lowest
ever level. One week later, the level has climbed to USD 55.70, an increase of
7.7% and the highest level observed in two months.
Even though the coal price is currently experiencing sharp climbs, there is no
reason to believe that any permanent improvement is on the cards The future
continues to look bleak in the market as a result of the high carbon emissions
allowance prices, the associated increased competition from gas and the generally negative political attitude towards coal as a result of the green transition.

Production and spot: Nordic
spot prices remain low in spite
of the substantial decline in the
hydro-balance. We anticipate
an average Nordic system price
of around EUR 4/MWh for week
24, a small increase compared to
last week.

EPADs
The Finnish YR-21 EPAD experienced a marginal increase last
week and is now trading at a
market price of EUR 9.18/MWh.
In Norway, the NO1 EPAD for YR21 remains unchanged at EUR
1.03/MWh.
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