
Carbon market experiences sharp and sudden price fall

Following a couple of weeks of price 
falls, there were significant price climbs 
in the spot market last week. The deli-
very prices in the Nordic region gene-
rally became slightly higher than the 
markets had anticipated, due to both 
the calm, dry weather and the impact of 
the Russian ban on the export of ele-
ctricity to Finland. Finland experienced 
the most expensive week in the spot 
market all year, while the average Nor-
dic system price for the week was EUR 
145.78/MWh. The developments in the 
forward market were relatively neutral 
for both quarter and year contracts.

Following yet another week of clim-
bing prices in the Nordic region, we 
now consider falling prices to be the 
most probable scenario for the coming 
week. We will experience a week with 
relatively low spot prices, and the 
question is whether this could cause 
the forward market to follow suit. We 
consider the chance of falling prices to 
be greater than the chance of further 
increases.
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The EU is set to put a large number of additional carbon allowances up for sale to raise money to complete the green 
transition and remove the reliance on Russian gas. The news led to price falls in the carbon market last week.  

Here and now EU to put more carbon allowances up for sale

The EU is facing a prolonged and 
expensive task in the coming years 
and decades in order to fully remove 
dependency on Russian fuels and 
further accelerate the green transition 
in order to meet the ambitious climate 
targets. In a bid to raise money for 
this purpose, the EU announced last 
week that it plans to put 250 million 
carbon allowances up for sale from 
the MSR reserve, which consists of 
surplus allowances from the market 
from previous years. The enormous 
additional supply did, unsurprisingly, 
lead to a sudden price fall in the carbon 
market last week, and the price of one 

carbon allowance fell by around 13% 
in just three days of trading. General 
uncertainty relating to the global 
economy and low liquidity provided 
a further boost to the downside, and 
the carbon allowance market is now 
trading at a level of around EUR 80/t. 
The question now is whether the 
market will stabilise at this level or 
whether further fluctuations are on 
the way. Earlier in the war, we saw 
that the market falls when the appetite 
for risk in the stock market dives and, 
if the tension between the West and 
Russia were to increase, we could find 
that it would affect the carbon market.

Forward Wk 20 (EUR/MWh) Wk 21 (EUR/MWh) Expectation (wk 22)

ENOMJUN-22 81.25 86.25 ↘

ENOQ3-22 87.75 87.90 ↘

ENOYR-23 76.00 74.00 ↘

SYHELYR-23 2.40 3.90 →

SYOSLYR-23 34.03 34.15 →



The weather: The latest weather 
forecasts indicate precipitation 
volumes and temperatures abo-
ve normal for the majority of the 
coming weeks and, as a result, 
the hydro-balance deficit also 
looks set to shrink. It is expec-
ted to be around -6 TWh in two 
weeks. 

Spot: We anticipate a clear fall 
for spot prices this week, as the 
snow melting gets under way 
and wind power production looks 
set to increase. We anticipate an 
average Nordic system price for 
week 21 of around EUR 50-60/
MWh, which would make it the 
cheapest week this year so far.

The price of the Finnish EPAD 
continued to climb last week as a 
result of the uncertainty caused 
by the Russian ban on the export 
of both electricity and gas. The 
2023 EPAD in Finland now costs 
EUR 3.90/MWh. In Norway, the 
NO1 EPAD for 2023 remains at 
EUR 34.15/MWh. 
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New Russian ban on electricity and gas exports

The conflict between Europe and Russia escalated further last week with regard 
to gas and electricity trading. On Friday, it was announced that Russia would 
stop exporting gas to Finland from Saturday, a decision that the markets had, 
to some extent, expected in the wake of the escalating conflict between the two 
countries after Finland applied for NATO membership earlier this month. From 
Sunday, the export of electricity from Russia to the three Baltic states, Estonia, 
Latvia and Lithuania, has also ceased, and the markets fear that the situation will 
develop further.

In Finland, the situation has already had consequences with spot prices in the 
country reaching their highest levels this year last week, while the EPADs for 
the coming quarter and year have also increased significantly. The crucial factor 
now will be how Finland and the Baltic states manage to cover the electricity 
consumption that has previously been supplied by Russia. The crucial piece of 
the puzzle will be the Olkiluoto 3 nuclear reactor, which is still being tested and is 
expected to be put into operation later this year. Higher import levels from other 
countries will also become necessary and this will, of course, also affect prices 
in other Nordic countries.
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German parliament approves new LNG terminals

On Friday, the German parliament adopted new legislation that will ensure that 
new LNG terminals can be constructed more quickly in the country. LNG from 
e.g. the USA and the Middle East will be essential for Germany to succeed in 
removing its dependency on Russian gas, and the German government is there-
fore working to develop large new terminals on the North Sea coast with an 
annual import capacity of 10-14 billion cubic metres of gas. Germany is very 
busy arranging permits and developing the new terminals in order to ensure that 
it has the best possible starting point should Russia stop gas exports before the 
coming winter.


