
Winter concerns spawn further steep gains for energy complex

Last week, the Nordic power market 
strongly continued its prior develop-
ment and saw significant price increa-
ses after jumping already at the begin-
ning of the week. Another jump then 
occurred upon the start of trading in 
this week. Despite some indications 
towards the end of last week, that the 
probability of more precipitation in-
creases, the current outlook reverts to 
rather dry conditions once more. Power 
price also rise in response to gas prices 
continuously setting new highs driven 
by concerns about the upcoming win-
ter season in light of the current and 
expected supply.

While the emissions market appears 
weak with the Dec ’21 benchmark con-
tract seen a good bit lower than the re-
cently set high of 63,50 EUR/t, the rea-
sons for the suspected selling interest 
remains a bit uncertain. Rather certain 
is that it has no significant impact on 
the broader energy complex so far. A 
nervous gas complex and subdued 
wind and precipitation do not appear 
to swing to bearish impulses anytime 
soon.
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Gas outlook continues to imply risks for price spikes heading into the winter season; shortly occurring chance of 
increase in precipitation replaced by drier forecasts again

Here and now European gas market caught in relentless rally

Despite Gazprom’s announcement 
last week, that the construction of 
Nord Stream 2 has been completed, 
European gas markets show anything 
but a relaxed development starting 
into the new week. The European 
benchmark contract for the Dutch TTF-
hub shot to a new high at 65,57 EUR/
MWh on Tuesday (week 36 closing: 
57,83 EUR/MWh). Whether flows 
via the NS2 pipeline will commence 
anytime soon is still very uncertain. 
The start of operations requires formal 
approval from German authorities, 
which could potentially take up to 
around 3 to 4 more months. Gazprom 
earlier stated to deliver 5,6 bcm via 
NS2 still within 2021, but this is to 

be taken with a grain of salt. A major 
concern remains if Russian flows 
can be increased at all instead of 
other flows just being partly diverted 
via the new connection. European 
inventory levels were lately extended 
to around 70,75 % of overall capacity, 
but continue to fall significantly short 
of historical levels shortly before start 
of the winter period with heating 
demand to increase. Europe is likely 
facing further struggles to attract LNG 
cargoes as other regions like Asia are 
likewise dealing with intense demand 
to prepare for the winter season.to 
prepare for the winter season. 
See graph page 2. 

Forward Wk 35 (EUR/MWh) Wk 36 (EUR/MWh) Expectation (wk 37)

ENOMOCT-21 72,25 79,43 ↗

ENOQ4-21 70,05 78,50 ↗

ENOYR-22 44,78 49,70 ↗

SYHELYR-22 12,13 14,60 ↗

SYOSLYR-22 11,40 11,40 →



Precipitation: Precipitation 
forecasts at the beginning of 
this week tend towards rather 
low volumes for the coming days 
with the probability of impro-
vement decreasing again. Next 
week is likely to be colder and 
drier than normal, while some in-
creased wind contribution could 
occur.

Spot: Amid rather dry conditions, 
low wind contribution as well as 
high spot price levels in neigh-
boring markets we will possibly 
faces an average this week in ex-
cess of 90 EUR/MWh, compared 
to last week’s 85,88 EUR/MWh.

While NO1 EPADs for the front 
month and quarter lately increa-
sed amid stronger Nordic system 
prices, YR-22 was seen at 11,40 
EUR/MWh, unchanged since the 
beginning of September. YR-22 
for Finland rose to 14,60 EUR/
MWh.
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Subpar precipitation drains hydro reservoirs

During the whole year of 2021, the precipitation on average has been low and so 
far, it is drier than normal. This has especially been the case for the reservoirs in 
Western Norway. The area of NO2 and NO5, that has the multiyear reservoirs, 
has now an amount that has reached critical levels where NO5 is below the me-
dian level by 23,1 percentage points (58,2% vs. 83,1%). This depicts a 20-year 
low, very close to the record hold from the dry year of 1996. With current pace in 
depleting the reservoirs, the NO2 will also head towards a record low. This comes 
in a period of time when the new transmission line between NO2 and Great Bri-
tain will commence commercial operation by 1 October. The timing could not be 
worse due to exploding and sharp rising prices on the continent, mostly due to 
shortage of gas in Europe, which also elevates the prices of coal and CO

2
. The 

risk is that NO2 and NO5, which have the largest impact on the calculation of the 
Nordic System price, will aim towards the price of the continent because they 
have to run at spare capacity heading into the winter period. If winter turns out 
cold, the situation could be very strained.

Low wind contribution to power sector

Data for the last 12 months shows almost 10 TWh less wind power production 
compared to normal assumptions. Between January and August 2021, the de-
viation is reaching almost 8 TWh at the same time that we have observed de-
teriorating hydropower supply in the Nordic region. For the coming years 2022-
2025, modeling shows on overall capacity increase from 2020 by almost 50-60%. 
Therefore, we must assume that this will create additional volatility for power 
prices despite such capacity increase, as actual wind power generation levels can 
always deviate markedly compared to normal levels. For this week, wind is expe-
cted to deliver nearly the same as the nuclear fleet but for the weeks ahead, the 
amount of expected wind output is increasing. It will be of heightened interest if 
actual production will exceed normal levels once again.


