Focus week 40 2022

Minimal impact on markets from Nord Stream sabotage
The dramatic events in the Baltic Sea last week, with the Nord Stream pipelines appearing to have been blown up, led
only to short-term price climbs in the markets.

Here and now

Markets relatively unaffected by Nord Stream leaks

We have experienced falling electricity prices in Denmark since our last
publication three weeks ago. Mild weather and increased production from
wind turbines resulted in an average
day price of EUR 266/MWh in DK1 and
EUR 268/MWH in DK2 in week 39. Even
though this price level is still extremely
high when viewed in a historical context, it is also the cheapest week we
have seen since July and represents
more than a halving of the extremely
high prices experienced in August and
September. The prices have also fallen
slightly in the forward market in recent
weeks.

Last week’s leaks in the Nord Stream
1 and 2 pipelines were seemingly
the result of sabotage, but despite
the serious nature of the actions,
there was only limited impact on the
markets. During the first two days
of trading following the news about
the leaks, the 2023 contract for gas
increased by around 15% on the TTF
exchange. Even though this might
sound like a lot, it is actually a relatively
small price climb compared to those
we experienced during the summer,
and prices fell back to the starting
point over the next few days. Neither
Nord Stream 1 nor Nord Stream 2 were

Our recommendation
Wet and warm weather forecasts
have pushed prices down over the
last week, but volatility remains high,
and the risk of further significant price
jumps is therefore very much present.
If the weather forecasts remain warm
and wet, there should be potential for
further falls, but the market remains
nervous enough to react sharply if the
forecasts become cold and dry.

supplying gas from Russia to Europe
when the leaks occurred. The fact that
Russia has largely stopped supplying
gas to Europe therefore appears to
mean that the markets are now less
influenced by the conflict between the
West and Russia. Nevertheless, the
leaks do mean that the chance of Nord
Stream 1 returning to service again
this autumn or winter has decreased
even further, although hopes were
already limited as the war in Ukraine
appears to be escalating further.

Forward

Wk 38 (EUR/MWh)

Wk 39 (EUR/MWh)

Expectation (w 40)

ENOMNOV-22

270.00

225.00

↘

ENOQ1-23

400.00

316.00

↘

ENOYR-23

169.05

159.50

↘

SYHELYR-23

17.00

20.00

→

SYOSLYR-23

81.58

78.72

→

EU member states adopt long-awaited energy deal

Forecasts

Following several weeks of negotiations and rumours, EU energy ministers adopted a new plan last week to reduce energy consumption across
the EU and lower earnings for certain electricity producers.

The weather: The coming week
looks set to offer significant precipitation volumes in the Nordic
region, and improvements are
therefore on the way for the hydro-balance. The hydro-balance
deficit is expected to reduce to
only around -4 TWh by the middle of October.

On Friday last week, European energy ministers agreed upon a number of new
initiatives that will seek to limit the damage from the current energy crisis for
European companies and consumers. The EU deal is the culmination of several
weeks of negotiations after the President of the European Commission, Ursula
von der Leyen, announced at the start of August that the Commission was working on plans to intervene in the markets.
One of the most controversial elements of the deal was a so-called profit ceiling of EUR 180/MWh for cheap types of electricity production, including solar,
wind, biomass and nuclear power production. In the opinion of the EU, many of
the major producers using these sources of energy have experienced excessive
revenue growth in connection with the current crisis, as they benefit from the
higher prices without facing increased production costs. If the electricity price
exceeds EUR 180/MWh, the additional earnings will go to the national coffers to
be channelled out to support companies and private consumers.
As part of the deal, all EU member states will also be required to individually identify solutions to reduce the demand for electricity by 5% during peak hours and
a non-binding declaration of intent to reduce general electricity consumption by
around 10% was also presented. This is also believed to have the potential to
significantly reduce the demand for gas.
The new EU initiatives will enter into force on 1 December 2022. The targets for
reducing the demand for electricity will remain in place up to and including March
2023, but the profit ceiling for certain electricity producers is only due to expire
at the end of June 2023 in the first instance. However, all of these dates are provisional, as it is difficult to predict how the winter will progress and whether it is
even possible to cut consumption as much as set out in the deal.

Spot: As mentioned, spot prices
in the Nordic region have fallen
somewhat from the extremely
high levels observed in recent
months. We expect prices to
fall further this week, with the
average Nordic system price looking set to fall below EUR 100/
MWh for the first time since the
beginning of August.

EPADs
The Finnish 2023 EPAD experienced a marginal price climb
last week and now costs EUR
20/MWh. In Norway, the 2023
EPADs in the southern part of
the country fell. The NO1 EPAD
now costs EUR 78.72/MWh.
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