
Wet weather forecasts result in steep price fall

Following minor price climbs during 
the previous week, last week saw very 
steep price falls in the Nordic energy 
market. When the weather forecasts 
became wetter during the weekend, 
the market reacted by way of a notable 
downward adjustment on Monday. The 
water levels in Norwegian water reser-
voirs are extremely high, and there are 
concerns that increased inflow of wa-
ter could force hydro-power producers 
to lower prices again. However, we are 
unlikely to return to the levels from July 
and August. Following the price falls, 
the Q4-20 and YR-21 contracts closed 
the week at EUR 24.90/MWh and EUR 
25.19/MWh respectively. 

Even after last week’s price falls, we 
still believe that further falls are most 
likely this week. The carbon market has 
climbed significantly, and there could 
be a downward adjustment on the way 
once the EU has published its plans for 
the upcoming climate reform. Further-
more, the market remains nervous due 
to the very full water reservoirs. Cur-
rently, there seems to be most room 
for price falls. 

Our recommendation

Focus week 38 2020

Wetter weather forecasts caused Nordic energy prices to fall at the start of week 38. The market is keeping an eye on 
whether hydro-power producers will have to increase production and lower prices again. 

Here and now Full water reservoirs cause uncertainty

The beginning of autumn is usually the 
time of year when the water reservoir 
levels in the Nordic region reach 
their highest levels. This takes place 
following a prolonged period at the end 
of spring and during summer when the 
snow in the mountains melts, filling up 
the rivers and water reservoirs. This 
is also the case in 2020, but the high 
hydrological surplus means that the 
water volumes are even greater than 
normal. At the end of August, the water 
reservoir level in Norway was 91%, 
which is the highest level observed at 
this time of year since 2015. In Sweden, 
the level was 82%, also the highest 
figure observed since 2015. The very 

full reservoirs mean that Nordic hydro-
power producers can rapidly end up in 
a situation in which they are once more 
forced to pump out water at extremely 
low prices to avoid flooding. It was 
exactly this scenario that caused the 
record low spot prices we experienced 
during the summer, and the market 
fears that the prices will inevitably 
come down again if we experience 
wet weather in the coming weeks. This 
was demonstrated at the start of this 
week in the fact that the wet weather 
forecasts over the weekend resulted in 
very large price falls in the short-term 
contracts on Tuesday.

Forward Wk 37 (EUR/MWh) Wk 38 (EUR/MWh) Expectation (w 39)

ENOMOCT-20 23.20 22.45 ↘

ENOQ4-20 26.12 24.90 ↘

ENOYR-21 25.65 25.19 ↘

SYHELYR-21 14.15 14.50 →

SYOSLYR-21 0.65 0.65 →



Precipitation: The weather fore-
casts currently indicate dry 
weather for the rest of week 38. 
Precipitation volumes are ex-
pected to increase again from 
the start of next week, when 
more rain than normal for the 
time for year has been forecast. 
The hydro-balance surplus is 
currently just over 10 TWh. 

Production and spot: There are 
prospects of slightly higher spot 
prices this week compared to the 
level from week 37. Lower wind 
power production and higher 
temperatures could send the av-
erage Nordic system price for the 
week back above EUR 20/MWh. 

The price of the Finnish YR-
21 EPAD increased slightly last 
week, and it is now trading at a 
market price of EUR 14.50/MWh. 
In Norway, there were no fluctu-
ations in the NO1 EPAD for YR-
21, which still costs EUR 0.65/
MWh.
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Allowance price back above EUR 30/t

This is the week that will determine the fate of the European carbon mar-
ket. The President of the European Commission, Ursula von der Leyen, is 
expected to present the details of the climate reform.

For the first time in 14 years, the European carbon market closed on Monday at a 
price of more than EUR 30/t. The price was EUR 30.47/t when the market closed, 
an increase of more than EUR 2/t during the course of the day. This means that 
we are only marginally below the highest ever recorded allowance price of EUR 
31.00/t, which the market traded at back in 2006. 

On Wednesday, the President of the European Commission, Ursula von der Ley-
en, is expected to announce news about which path the Commission will take 
when it comes to the major European Green Deal, a new climate reform for the 
EU. The major price climb in the carbon market yesterday came on the back of a 
leaked document from Brussels, which showed that the Commission is working 
on a new plan that will significantly increase the EU’s climate ambitions. The goal 
is for carbon emissions to be 55% below the level from 1990 by 2030. Until now, 
the target has been a decrease of only 40%.

The document also suggests that the President of the European Commission, 
Ursula von der Leyen, is working on a plan for the heating and transport sectors, 
which have previously not been covered by the allowance system (ETS), to fall 
under this system in the future, thereby also needing to buy carbon emission 
allowances corresponding to their emissions.

The carbon market is keeping an eye on the developments, and just the news 
that there was pressure to set a higher goal than a decrease of 55% in carbon 
emissions was enough to cause the prices to climb. Even though we are now 
approaching the highest ever allowance price, the market could be faced with 
further price climbs if the messages coming out of the EU system in the com-
ing days turn out to be highly ambitious. However, we may also find that the 
increases leading up to von der Leyen’s speech are simply the result of the old 
speculative strategy of “Buy on the rumour - sell on the fact”, and that the mar-
ket will fall again as soon as the plans have been published. 
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