
Spot prices continue to climb

While spot prices are rising, the trend 
in the forward market has been very 
different in the last week. As the days 
passed, weather forecasts became in-
creasingly wet and mild and at the start 
of week 34 the forecasts all indicate 
wetter and milder weather starting in a 
few days. This has resulted in price falls 
in the immediate quarter contract, Q4-
20, which now costs EUR 18.30/MWh, 
EUR 0.50/MWh less than one week ago. 
The YR-21 contract has not fallen quite 
as much. It is now trading at a market 
price of EUR 20.95/MWh, EUR 0.25/
MWh less than last week. 

Spot prices are likely to fall somewhat 
again next week and the question now 
is whether this will affect the forward 
market. A neutral or slightly increasing 
trend seems the most likely scenario 
in the next week. The carbon market 
could be crucial if the market succeeds 
in moving away from the narrow trad-
ing window around EUR 25-27/t. 

Our recommendation

Focus week 34 2020

For the first time in three months, the Nordic system price climbed above EUR 10/MWh this week. Hydro-power pro-
ducers have been able to raise prices in the dry weather.

Here and now Weakened hydro-balance results in higher system prices.

The Nordic hydro-balance surplus has 
declined substantially in recent times. 
Following two weeks of extremely 
dry weather in the Nordic region, 
low inflow of water to the reservoirs 
and increasing consumption as the 
summer holidays come to an end, the 
surplus has dropped down to around 
11 TWh. This is only half of the level 
we observed just one month ago. The 
limited hydro resources mean that 
producers, for the first time in a long 
time, have been able to increase their 
prices. The average Nordic system 
price in week 33 was EUR 6.53/MWh, 
almost three times as much as the 

previous week and this week the Nordic 
system price exceeded EUR 10/MWh 
for the first time since 10 May when 
the price reached EUR 12.22/MWh on 
Tuesday. However, prospects of milder 
and wetter weather do mean that the 
prices could very well fall again from 
next week. The area prices in the Nordic 
region are climbing, even though the 
levels in Denmark, Southern Sweden 
and Finland were already very high due 
to the cable issues we have described 
several times throughout the summer. 
In Denmark, the EPAD element of the 
price is falling, while the Nordic system 
element is climbing.

Forward Wk 33 (EUR/MWh) Wk 34 (EUR/MWh) Expectation (w 35)

ENOMSEP-20 10.30 11.30 →

ENOQ4-20 18.80 18.30 →

ENOYR-21 21.09 20.95 →

SYHELYR-21 12.53 13.60 →

SYOSLYR-21 0.95 0.95 →



Precipitation: A change in weath-
er is on the horizon in the Nordic 
region. From the middle of this 
week, precipitation volumes will 
increase and temperatures will 
fall. As a result, there could be 
prospects of the hydro-balance 
surplus increasing again as we 
move towards next week. 

Production and spot: Nordic spot 
prices have increased sharply in 
recent times but, with prospects 
of wetter and milder weather 
next week, the level could drop 
again. We believe that an average 
Nordic system price of around 
EUR 9/MWh is most likely for 
week 34 and around EUR 8/MWh 
for week 35. 

The price of the Finnish YR-21 
EPAD continues to climb. It has 
now climbed to EUR 13.60/MWh, 
approximately EUR 1/MWh high-
er than last week. In Norway, 
there are still no fluctuations in 
the country’s NO1 EPAD, which 
still costs EUR 0.95/MWh.
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Large falls in coal market

European coal markets are currently experiencing major falls. Low de-
mand has caused the coal price to fall by 10% in just over a week. How-
ever, the oil market is avoiding price falls.

During week 33 and at the start of this week, we experienced a sharp downtrend 
in the European coal markets. The annual contract for one tonne of coal for deliv-
ery in 2021 now costs around USD 55.50, which is a fall of just over 10% since the 
start of last week. The contract peaked temporarily at a price of around USD 61 
back in mid-July, but the trend has been heading in only one direction ever since. 

It is the same fundamentals that have influenced the market for large parts 
of 2020 that are causing the current price falls. High supply and low de-
mand dominate and, even though the competing gas market has experi-
enced significant price climbs in recent weeks, meaning that coal has be-
come relatively more competitive, it has not been enough to put an end to 
the price falls. The holiday season continues across Europe and this has 
caused the already low interest in buying in the market to decline further. 

However, there are certain signals that could indicate that we are heading to-
wards an immediate upward adjustment. As so often before, there are rumours 
of strike action among Colombian miners. The workers at one of Colombia’s 
largest coal firms are currently voting on a new collective bargaining agree-
ment and if the outcome is negative it could result in strikes, which would result 
in at least a brief fall in production and increasing prices, including in Europe. 

While the coal market is experiencing sharp falls, the oil market is avoiding falls. 
In recent months, the oil price has largely not moved, a very unusual trend in 
a market that has previously been characterised by major daily fluctuations. 
The current level of around USD 45 per barrel appears to be very much in line 
with the price level that the major players in the market, including OPEC, want.  

The oil market anticipates increasing demand, but the developments in the coro-
navirus pandemic continue to result in uncertainties and this will likely be the 
case for some time to come yet.
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