
Climbing prices on back of dry weather forecasts

Prices continue to climb in the Nordic 
forward market, and it is important to 
look to the spread in relation to Germa-
ny to find an explanation. The spread 
remains very high, and Nordic power 
traders therefore feel that Nordic pric-
es must rise, as Germany is not experi-
encing any real price falls. At the same 
time, the Nordic hydro-balance once 
more has a deficit, and we therefore ex-
perienced the highest prices observed 
in nearly two years for both the short-
term and long-term contracts in the 
market last week. The Q3-21 contract 
has climbed to EUR 41.95/MWh, while 
the YR-22 contract costs EUR 33.95/
MWh. 

Even though we have now experienced 
another week of price climbs, we can-
not rule out further increases in the 
coming week. The spread between the 
Nordic region and Germany remains 
large and, as German electricity prices 
do not look set to fall, the Nordic prices 
need to climb instead. We believe that 
the market is most likely to trade fur-
ther upwards.
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Following a cold, wet spring, the weather forecasts for the Nordic region have now become both warm and dry. 
There is once more a hydro-balance deficit. 

Here and now Growing hydro-balance deficit

Temperature levels are now rising in the 
Nordic region, which means that the 
flood, the annual season of significant 
snow melting, has commenced. During 
this period, the snow that has settled 
on the mountains over the winter will 
now flow into the rivers and down 
into the water reservoirs, which will 
then refill throughout the summer. 
Even though the levels in the water 
reservoirs are climbing, the hydro-
balance is currently declining, as the 
overall hydro-resources are lower 
than normal for this time of year. 
The PointCarbon analysis bureau 
predicts that the hydro-balance will 

be at a deficit of around 7 TWh by 
the middle of June. This is partly due 
to the change in the weather that we 
have experienced, with prospects of 
precipitation volumes of less than 
half the seasonal norm as summer 
begins. The large price spread between 
the Nordic region and the continent 
also means that Norway continues to 
export large parts of its electricity to 
the south via the growing number of 
transmission cables to other countries. 
Naturally, the hydro-resources are also 
depleted as a result of the country now 
being able to send more electricity to 
other markets.

Forward Wk 21 (EUR/MWh) Wk 22 (EUR/MWh) Expectation (wk 23)

ENOMJUL-21 34.40 41.15 ↗

ENOQ3-21 35.25 41.95 ↗

ENOYR-22 31.40 33.95 ↗

SYHELYR-22 7.08 7.15 →

SYOSLYR-22 6.65 6.48 →



Precipitation: The weather fore-
casts indicate very dry weather 
in the Nordic region for the rest 
of this week, as well as all of next 
week. Less than half as much 
precipitation as normal is ex-
pected to fall, and the hydro-bal-
ance deficit is therefore growing.

Production and spot: The ex-
tremely high spot prices look set 
to fall slightly over the coming 
week, but will remain at a high 
level compared to the norm for 
this time of year. We anticipate 
an average Nordic system price 
of approximately EUR 45/MWh. 
Due to the high pressure, wind 
power production is expected to 
be somewhat below the season-
al norm.

There were no notable fluctua-
tions in the Finnish YR-22 EPAD 
last week. It now costs EUR 7.15/
MWh, up marginally since this 
time last week. In Norway, the 
NO1 EPAD for YR-22 fell to EUR 
6.48/MWh. 
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Russia’s gas dispute with Ukraine continues

For the second month in a row, Russia will send only a small amount 
of gas to Europe via Ukraine. This decision is likely linked to Nord 
Stream 2.

The European gas markets continue to glance nervously towards Ukraine 
and Russia. The conflict between the two countries escalated this spring 
and has now spread to the gas market. Last week, Russia decided, for the 
second month in a row, to limit the country’s purchase of transit rights 
for gas via Ukraine. Russia is the world’s largest producer of natural gas 
and accounts for a total of 12% of global gas production. The EU is one 
of the customers buying this gas and, due to the geographical location of 
the country, many of the gas pipelines that connect Russia to the EU run 
through Ukraine. 

At the transit auctions, at which Ukraine puts the right to transport gas 
through the country up for sale, Russia has decreased its purchase of 
these rights over the last couple of months. Naturally, this means that the 
amount of gas arriving in Western Europe from Russia is declining, which 
in turn leads to higher gas prices.

Analysts in the gas market agree that Russia’s decision to decrease gas 
exports to Europe via Ukraine is linked to the controversial Nord Stream 2 
project, which concerns the gas pipeline that will run from Russia to Ger-
many via the North Sea. The project has been subject to immense criti-
cism, both internally from the EU and in terms of sanctions from the USA, 
as many Westerners believe that it signals an endorsement of Russia’s 
actions and weakens the Ukrainian economy. However, the Russians are 
keen to see the project completed and have chosen to show that they 
also wield some power in Europe, which does not want to see a decline in 
the gas supply, through its recent actions surrounding Ukrainian transit. 
Nord Steam 2 is expected to be completed later in 2021.
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