
Allowance market continues to surge

We experienced falling prices for the 
majority of week 27 in the Nordic for-
ward market due to extremely wet 
weather forecasts for the first half of 
July and a growing hydro-balance sur-
plus. However, the weather forecasts 
became somewhat drier again over the 
weekend, and the market had corrected 
itself on Monday, helped by the contin-
uously increasing carbon prices. When 
the market closed on Monday, the Q4-
20 contract had almost returned to 
where it was at the start of the week. It 
now costs EUR 20.75/MWh, EUR 0.15/
MWh less than last week. The YR-21 
contract has fallen by EUR 0.30/MWh 
and is now at EUR 24.10/MWh. 

The carbon market will also be crucial 
to movements in the Nordic energy 
market next week. We believe that 
further price climbs are more likely 
than falls, and a stable allowance price 
above EUR 30/t should become reality 
before long. We therefore also believe 
that increasing Nordic energy prices 
are most likely next week, in both the 
short-term and long-term contracts in 
the market. 

Our recommendation

Focus week 28 2020

The summer holiday feeling has set in, and there is declining trading activity across the markets. The carbon market 
continues to set the tone. 

Here and now Markets approaching pre-coronavirus levels

February, March and April were 
extremely dark months in most 
markets, when a risk-off mood and 
uncertainties about the future due to 
the coronavirus resulted in major price 
falls. Now, a few months later, most 
markets have very nearly recovered. 
If, as a benchmark, we were to use the 
price levels from 1 February, when the 
coronavirus crisis had not yet shaken 
the markets, most of the markets have 
returned to around that level. The major 
stock indices have already recovered 
their losses, as has the European 
carbon market, which is now much 

higher than it was back in February. In 
the energy markets, the German year 
contract for 2021 is now also above 
the level from before the start of the 
coronavirus crisis, while the Nordic 
2021 contract was within EUR 1/MWh 
of the level from 1 February as early 
as the start of June. The fuel markets 
have been hit the hardest The oil price 
remains more than 20% below the level 
from the start of February, while coal 
and gas prices also have some way to 
go before returning to the levels from 
before the coronavirus crisis.

Forward Wk 27 (EUR/MWh) Wk 28 (EUR/MWh) Expectation (w 29)

ENOMAUG-20 9.50 8.65 ↗

ENOQ4-20 20.90 20.75 ↗

ENOYR-21 24.40 24.10 ↗

SYHELYR-21 9.55 10.00 ↗

SYOSLYR-21 1.03 1.03 →



Precipitation: We experienced a 
clear shift in the weather fore-
casts at the start of this week. 
The next 14 days now look drier 
than normal for the time of year, 
and the changed weather situa-
tion also resulted in clear climbs 
in electricity prices on Monday. 

Production and spot: The single 
Nordic system price fell below 
EUR 1/MWh for the first time for 
one day last week. We anticipate 
that the extremely low system 
price level will continue in the 
coming weeks, with sky-high EP-
ADs for Denmark and Southern 
Sweden in particular. 

The price of the Finnish YR-
21 EPAD increased further last 
week. It is now at EUR 10.00/
MWh, while the Norwegian NO1 
EPAD for YR-21 remains at EUR 
1.03/MWh.
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No end in sight to soaring allowance market 

The large climbs in the European carbon market continue, even though 
the fundamentals indicate that this should not be possible.

The European carbon market is heading in a single direction. The market is 
storming past milestone after milestone, and the question is now how long it will 
take before the market is able to record the highest allowance price ever experi-
enced. At the time of closing on Monday, the benchmark contract in the market 
had climbed to no less than EUR 29.70/t, EUR 3.10/t higher than one week ago.

The soaring allowance price remains in stark contrast to the fundamentals in the 
market, which are more in favour of falling prices. European carbon emissions 
have still not climbed to the levels from before the coronavirus crisis, and it was 
announced last week that France will ramp up its nuclear power production for 
the remainder of the year. This should immediately provide another bearish sig-
nal for the allowance market, as it decreases the demand for fossil fuels, but the 
market players do not appear to be paying this much heed. 

The prices continue to rise, and it seems that the allowance market now has 
the status of being a new “safe haven”. The expectation is that politicians will 
not permit the market to crash, as it would throw a spanner in the works for the 
green shift if coal-based electricity production were to become too cheap. If the 
market were to fall, the EU would introduce new measures to cause the prices to 
climb again, and the downside in the market is therefore limited, in spite of the 
bearish fundamentals.

It now seems likely that the allowance price will soon exceed EUR 30/t, and we 
are therefore not far from the highest levels ever recorded. The highest allow-
ance price recorded to date is EUR 31.00/t, which we reached back in 2006, and 
there is currently no reason to believe that the market will not also fly past this 
technical point, in the same way it has forced its way through all other technical 
barriers in the market over the last few months.
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