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EUROPEAN ENERGY MARKETS
WINTER OUTLOOK 2018

European energy traders are facing a mixed outlook for 
winter 2018-19, but will no doubt be wary of the dramatic 
price spikes seen across gas and power markets in recent 
years. 

Fears surrounding the availability of nuclear power 
generation capacity in France are far less severe this year 
than in previous winters. France is generally expected 
to have greatly improved supply margins compared to 
previous years and is set to have 97% of its nuclear 
capacity operating in December. In recent years nuclear 
outages in France have sent electricity supply shocks 
across neighbouring markets, causing prices to surge. 

Volatility on the European carbon market will be a key 
factor driving power and gas prices over the season. 
Winter contracts have followed movement on the carbon 
benchmark closely in recent months, with the December 
’18 EUA product peaking at a multi-year high of over €25/
tCO2e towards the end of September. ICIS analysts expect 
the benchmark will return to around this level during the 
first quarter of 2019. 

The European coal market will also be a crucial driver of 
forward gas and power prices over the winter. Coal reached 
a traded value of over $100/tonne on the ICE exchange in 
early October and has since traded broadly lower. Traders 
have previously told ICIS that the market could return to 
this multi-year record high over the winter. 

Low gas storage levels could test the markets over the 
season, with the Netherlands and Germany in particularly 
precarious positions heading into the coldest time of the 
year. Sufficient financial incentive for shippers to inject 
significant volumes of gas into storage facilities failed to 
materialise during October, meaning reserves in a number 
of countries are trailing behind levels seen in previous 
years. The Netherlands – and indeed neighbouring markets 
– also faces the winter with falling domestic gas production, 
with output from the Groningen field being minimised by 
political intervention. 

In the UK, power and gas contracts were driven to multi-
year highs over the summer by bullish coal and carbon 
prices. Suppliers hedged volumes well ahead of the winter 
in order to avoid the risk of high spot prices, as were seen 
in previous winters. 

POWER

NORTHWEST EUROPE
The UK Winter ’18 Baseload expired at £70.85/MWh, 
which was the highest value for a front winter since 2008, 
highlighting the level of risk premium in the market that is 
set to continue into the start of winter.

Bullish gas, coal and carbon prices across the summer 
pushed premium into the UK power market ahead of the 
winter delivery. With the 10-year high on the front winter, 

suppliers hedged volumes in advance and avoided the risk 
of potentially higher spot deliveries over winter. The main 
supply risk this winter exists in the NBP natural gas market. 
The absence of a long-range storage facility following 
the closure of Rough increases Britain’s dependence 
on Norwegian gas, imports from continental Europe and 
the global LNG market. In particular, the Asian market is 
currently more attractive to LNG shippers than Europe, and 
Britain is on course to receive its lowest number of LNG 
cargoes for a year since 2008.

Cold weather at the back end of last winter sent gas and 
power prices spiralling, highlighting the extent to which 
both markets could be exposed to a cold snap this winter. 
In recent winters, bullish French electricity prices caused 
by issues with the country’s nuclear fleet have fed through 
to the UK market. French first-quarter peakload products 
are valued slightly above UK equivalents, suggesting it will 
be common to see power flowing out of the UK to France 
through the 2GW IFA interconnector from January onwards. 
However, a repeat of nuclear issues in France could result 
in a similar pattern to recent winters. Outages at key 
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Belgian nuclear plants, which have been extended into 
2019, have also heightened the supply risk in the region.

Domestically, changes to the balancing charging regime 
that came into force at the start of November will increase 
the risks of being imbalanced, which could feed through to 
more volatile prompt wholesale trading. From 1 November, 
cash-out prices will be calculated from the most marginal 
1MWh of actions to balance the system.

France is expected to have much better supply margins 
this winter than in previous years, although tightness in 
neighbouring Belgium will likely provide price support. 
French nuclear availability this winter is expected to be at 
the highest level it has been in the past four years and is 
due to be just under 85% during November. Availability is 
expected to increase to around 97% in December. 

High nuclear availability in France should help offset 
the pressure on power demand from Belgium, which is 
suffering the most severe supply crunch the country has 
seen in recent history. Doel 3 will be the only nuclear plant 
out of the seven in Belgium that will be operating until the 
end of this year. Belgium will have to rely on imports from 
France and the Netherlands for the energy shortfall.

In delivery, French winter prices will be influenced by 
whether Belgium will be able to find other sources of 
electricity as well as how cold this winter will be. Belgium’s 
Tihange 2 and Tihange 3 nuclear reactors will not be 
back on line until the beginning of spring, which could put 
pressure on the French Q1 ’18 in the event of any late cold 
spells occurring, such as the ones experienced this year.

This winter is expected to be warmer and drier than 
average until early next year, when a transition to much 
colder weather is possible, according to long-range 
forecasts by Weather Services International. While data 
from RTE shows that water reserves in France are high 
compared to previous years, they have been declining 
in the past couple of weeks due to low precipitation. 
Continued dry weather for the autumn will cause water 
reserves to decrease rapidly, which would impact 
hydropower generation. 

German power prices look set for a bullish winter due to a 
volatile carbon price, uncertainty with nuclear availability 
and a bullish European coal curve. Spot price spikes often 
occur on days with low French nuclear availability and 
when high power demand for heating coincides with low 
German wind power generation.

In this scenario, the German energy complex is reliant on 
relatively emissions-intensive coal-fired and lignite-fired 
power, which account for around 40% of the country’s 
electricity generation. Significant changes in the price 

European generators have to pay to emit carbon therefore 
have a strong impact on German power prices.

ICIS price assessments for German winter contracts have 
followed spikes in EUA prices. ICIS analysts expect high 
carbon prices to continue during the winter and estimate 
the benchmark EUA December contract will reach €21.65/
tCO2e by the end of 2018 and €23.70/tCO2e during Q1 
’19. It has traded throughout September at around a 50% 
premium to its value at the beginning of July.

In addition, German EUA auctions that were due to take 
place in the fourth quarter of 2018 have been postponed 
to an as yet unconfirmed date in the first half of 2019. The 
total number of postponed carbon emission allowances due 
for auction stands at around 22m. However, ICIS analysts 
estimate that auctions will not resume until the beginning 
of the second quarter of 2019. If these expectations are 
accurate, this will tighten the supply of carbon allowances 
in the German market over the winter, which in turn could 
be bullish for the value of EUAs and drive German power 
prices over the winter.

A high coal price is likely to drive German products for 
winter delivery. One trader active on the German market 
told ICIS that he expects the benchmark price of Rotterdam 
coal futures to remain close to the $100.00/tonne mark 
throughout the remainder of 2018.

Scepticism surrounding the availability of Germany’s 
own nuclear fleet is also factored into the pricing of Q4 
’18 products. An ongoing 1.3GW outage at the German 
Neckarwestheim 2 nuclear reactor has been extended on 

https://www.icis.com/explore/services/analytics/powerperspective/?cmpid=ILC|ENER|CHCOM-2018-1311-EURO-energywinteroutlook18pp&sfid=7012X000001WMjK
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two occasions and is currently due back on line in early 
November. 

A newly expanded power interconnector has helped to 
lower the Dutch price premium to Germany and this may 
continue during the winter months. The second circuit of 
the 1.5GW Doetinchem-Wesel interconnector is due to start 
operation in November, which should also increase cross-
border flows of cheap German power. Dutch power prices 
tend to move closely in line with those in Germany, since 
the two countries share around 4GW of interconnector 
capacity and are part of the flow-based market coupling 
(FBMC) mechanism. Regionally, low nuclear power 
availability in neighbouring Belgium will put pressure on 
supply in all countries in the FBMC system this winter, 
which could raise the risk premium on the Dutch market. 

Natural gas is the marginal fuel for power generation and 
prices often move in line with those on the TTF gas hub. 
Recent ICIS analysis indicates that low storage levels could 
translate to a bullish winter for TTF gas, which could in 
turn strengthen power prices. Coal is the other dominant 
fuel in the mix, and can influence Dutch curve prices. The 
European coal market has made steady gains in recent 
sessions, breaching the $100.00/tonne level in early 
October, and further increases could push power contracts 
higher. A high share of thermal generation in the mix means 
carbon emissions allowances are another price determinant 
in the Netherlands. Sustained strength on the EUA futures 
contract would similarly lift Dutch power prices, as in 
Germany.

SOUTHERN EUROPE
Power prices for winter delivery at the Spanish power 
market are currently cheaper than in France. This reversal 
of the usual state of affairs – Spanish prices have in recent 
years tended to be more expensive than their French 
counterparts – could increase exports to France, potentially 
boosting demand. The spread flipped after the Spanish 

government announced that it had frozen a 7% generation 
tax levied on power producers until the end of the first 
quarter of 2019. On the market, the result has been a 
reduction in wholesale prices for delivery over the balance 
of winter.

With Spanish hydroelectric reserves much higher this 
year than in drought-ridden 2017, cost-free hydroelectric 
generation is expected to play a far larger role this year 
than last. The recent drop in prices likely represented 
a factoring-in of a drop in offers from hydroelectric 
generators, several sources said. The removal of the 7% 
generation levy would allow hydroelectric producers to be 
profitable even at lower price levels, pulling down prices.

Recent winters have conditioned Spanish gas-fired 
generators to fear the worst, but the stronger hydro picture 
means that there is equally a good chance there will be 
enough gas to meet the needs of generators even in a 
colder-than-average scenario. If this proves to be the case, 
Spain is unlikely to need to pull in expensive spot LNG 
from the global market, limiting price upside. Equally, there 
is now a developing concern among gas traders in Spain 
that lower prices in key global LNG markets could maroon 
gas in that country. Any resulting gas oversupply would be 
bearish for the Spanish PVB market, with a potential knock-
on effect for gas-fired power producers.

Among the major drivers influencing Italian wholesale 
power contracts during the winter will be temperatures, 
French nuclear uncertainty, gas prices and rallying EUA 
carbon prices. Gas prices particularly drive the Italian 
power curve as the country generates around 45% of its 
annual electricity from gas-fired plants. Strength on the 
carbon market has in turn played into gains on gas. 

On the weather side, a forecast from The Weather 
Company indicated that there will be a continuation of the 
widespread above-normal temperatures through the first 
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part of the winter across Europe. This could mitigate bullish 
sentiment coming from the EUA and gas markets as there 
may be less demand for gas from heating. On the contrary, 
some forecasts suggest that a transition to a much colder 
period could be possible during the second part of the 
winter season. This could send bullish signals to the Q1 
’19 contract and encourage traders to cover their positions 
before a bull run in the domestic gas and EUA markets.

Domestic transmission line maintenance work between 
the central-south and south and between central-north and 
north throughout November will also factor in, potentially 
supporting the November ’18 product, TSO Terna data 
showed.

CENTRAL AND EASTERN EUROPE
Hungarian and Czech power prices will closely follow 
movements on the wider energy complex and the 
centralwest European markets this winter. Domestic supply 
is likely to be shorter in the Czech Republic at the tail end 
of winter, as a 1GW unit at nuclear power plant Temelin 
will go into planned maintenance on 2 March. In Hungary, 
a planned outage at the 500MW Paks nuclear unit will 
support prices in November. But most Hungarian traders 
said it was unclear which part of winter was likely to be 
more expensive at this stage, as weather forecasts become 
more accurate closer to delivery.

Bullish drivers for winter include uncertainty about supply 
from French and Belgian nuclear reactors during the 
period. While this is unlikely to directly impact Hungarian 
or Czech prices, it could impact the German market, a 
source of imports for the region. Higher French prices could 
also support Italian prices, which would be a bullish driver 
for Hungary, as Italy borders Slovenia and Croatia, both 
markets which could have an effect on the balance of the 
Hungarian and Balkan markets. Another potential bullish 
driver is prices of fuels and carbon futures.

The wider energy complex and import potential will be the 
key drivers for Polish electricity prices during the upcoming 
winter.

As with many European markets, carbon prices will be a 
major driver for Polish power during the winter. The Polish 
front year hit its highest point, €67.28/MWh, on the same 
day that the December ’18 EUA contract traded above 
€25.50/tCO2e for the first time in 10 years. Polish electricity 
prices are tightly bound up with the carbon futures market, 
as the country is mostly dependent on emissions-heavy 
conventional generation capacity. Assumptions on 
generation capacity from ICIS Power Horizon showed that 
around 77% of Polish installed capacity is composed of 
fossil fuel plants, with about 90% of this being lignite and 
coal-fired plants. As the country is so dependent on coal, 
coal prices will also feed into winter delivery and judging by 

the recent bull run on fuels, which shows no sign of coming 
to an end, this will add strength to Polish power prices.

Despite the perception of Poland as an energy island, 
imports from the surrounding region will be another factor 
of key importance during winter. Uncertainty over nuclear 
supply in neighbouring France and Belgium could hike up 
the price of German imports to Poland, which will be crucial 
during October due to a regional outage. Maintenance on 
the NordBalt cable running between Lithuania and Sweden 
until 28 October could increase Lithuanian prices, as it 
reduces capacity between the countries from 700MW to 
zero. This could either increase the cost of Lithuanian 
imports to Poland, which would bring upward pressure to 
Polish electricity prices, or result in Poland exporting more 
power to Lithuania, which would have a similar effect.

If dry weather in the Nordic region continues, this could also 
bring bullish direction to the Polish market, as it imports 
from the Swedish market. Another weather-driven factor 
likely to impact prices during winter is wind generation. If 
Polish wind generation is strong, this will most likely have a 
bearish effect on delivery prices, while temperatures below 
average, which are often accompanied by still weather, 
would have a bullish impact.

SOUTHEAST EUROPE
The Balkan region will enter the winter season with much 
better hydro stocks than in the very dry 2017, although 
reservoirs in countries such as Romania, Greece, Bulgaria 
and Serbia have been declining in recent weeks, which has 
made participants nervous. The amount of precipitation 
during October will be a key factor to watch, which will give 
an indication of potential supply going forward.

In Greece, there were no supply concerns for the winter 
ahead, with domestic availability likely to be sufficient, 
although the price of CO2 will remain a key driver due to 
the large share of coal- and gas-fired generation in the 
energy mix. Similarly, Bulgarian supply should be healthy 
once the 1GW Kozloduy nuclear power unit returns from 
maintenance on 25 October. The Bulgarian system will also 
rely on extra flexible capacity this winter.

Some units at the dormant Varna thermal power plant 
(TPP) have returned on line this year after the plant 
changed owners and the fuel was switched from coal 
to gas. Varna TPP has already secured a cold reserve 
contract with grid operator ESO. Nevertheless, the rise 
of emissions prices has hit Bulgaria’s electricity sector, 
which is also heavily dominated by thermal generation. The 
energy ministry has formed a working group which would 
analyse the situation and propose measures to deal with 
the increased costs for generators.
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GAS

NORTHWEST EUROPE
Temperature will be the largest driver of British natural gas 
demand this winter, due to the island’s relatively large retail 
gas market, but is impossible to predict accurately beyond 
a few days’ range. Weather will also determine output from 
wind turbines. Strong wind farm generation will push gas 
plants out of the stack and improve gas availability for other 
buyers.

Russian and Norwegian produces are likely to flow into 
Britain and other European hubs close to offtakers’ 
contractual allowance, as injection demand makes way for 
heating demand. Europe’s ability to attract LNG cargoes 
will depend principally on Asian demand. A relatively warm 
Asian winter will squeeze the NBP-East Asian LNG (EAX) 
spread, making Europe a viable market for LNG sellers; the 
opposite will drive a re-route or reload of European LNG 
cargoes to Asia. The Russian Yamal LNG plant will be a 
logical option for European spot LNG, with its Arctic route 
to Asia shut off by sea ice. NBP premiums against other 
European markets will need to be sufficient to account for 
high grid entry tariffs, to entice vessels into the Isle of Grain 
or Dragon terminals.

Qatari LNG flows into South Hook will depend on the 
availability of flexible volumes, subject to increasingly 
prominent contractual obligations. Britain’s ageing offshore 
infrastructure has become increasingly prone to operational 
issues. An unplanned outage at the Forties pipeline 
network propelled NBP prices higher in December 2017 
and similar offshore issues will pose upside risk in the 
2018-19 winter.

Dutch gas supply flexibility will come under pressure from 
two fronts this winter as low storage levels and falling 
domestic production add risk to the peak demand season. 
Both are bullish for TTF prices, but the effect is likely to be 
amplified if there is a repeat of last winter’s unusually cold 
weather.

Dutch storage sites were 1.8bn cubic metres (bcm) lower 

year on year as of mid-September, according to operator 
data collated by ICIS, still struggling to recover from the 
record draw over winter 2017-18 that left them near empty 
by April. Domestic Dutch gas production will also be back 
under the spotlight in winter. Operator NAM has kept output 
at Groningen flat through the summer, putting the company 
on track to produce around 20bcm in the current gas year, 
compared with a maximum quota of 21.6 bcm. But output 
tends to ramp up in response to heating demand, peaking 
in the first quarter. This increased demand will bring some 
seasonality back to the production profile, though NAM 
will seek to limit variation as much as possible in order to 
minimise the risk of earthquakes.

Changes in the regulatory framework around domestic 
production could also have an impact. The Dutch Senate 
on 16 October passed a bill to minimise natural gas 
production from the Groningen field, bringing ultimate 
control over output into government hands and clearing 
the way for the field’s accelerated closure following public 
outcry over earthquakes. Dutch politicians want to be seen 
to act on behalf of the public among whom opposition to 
domestic gas extraction is growing.

German gas storage stocks remain below the levels of the 
same time last year, after financial incentive for shippers 
to inject failed to materialise during October. But traders 
polled by ICIS are broadly unconcerned that the situation 
poses any significant supply risk.  

German gas prices on the forward market for winter 
delivery will strongly depend on weather conditions 
throughout October. If the weather takes a turn for the 
worse, the prompt will be locked in a bullish struggle 
between the demands of storage requirements and 
household consumption. If this occurs, and concerns over 
supply security intensify, Q1 ’19 contracts are also likely to 
gain value. Traders told ICIS that fears still persist around 
a repeat of the previous winter, which may further drive Q1 
’19 contracts.

European carbon allowances have had a considerable 
effect on German gas prices in recent months, bringing 
gas-fired power plants into the demand mix as the cost of 
burning coal shoots up. If emissions rise to record highs as 
they did at the start of the month, thus taking coal further 
out of the money for power generation, it is likely that the 
gas prompt will react accordingly. As long as coal and 
carbon prices remain range-bound, the focus at the start of 
gas winter will be defined largely by storage demand.

In France, the PEG Nord and TRS trading regions 
merged on 1 November to create a single Trading Region 
France (TRF). The merger was designed to boost the 
competitiveness of the French gas market, with the creation 
of a single PEG price reference. Enhancements to the 
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pipeline system have been made in order to improve the 
connection between the northern and southern parts of the 
network and enable the creation of a unified market.

Flows to TRF are expected to increase by more than 
220GWh/day, or by 40%, while the region is expected to 
become less dependent on liquefied natural gas. A key 
objective in boosting flows to TRS is to end the price spikes 
the TRS spot price has been prone to in times of supply 
stress. A squeeze on supplies due to bottlenecks in the 
French system combined with high demand during winter 
2016-17 to push the TRS Day-ahead contract as high as 
€19.100/MWh above the PEG Nord.

But the merger is by no means a guaranteed end to 
price spikes. System operator GRTgaz has indicated that 
bottlenecks along the network of pipelines that constitute 
the virtual north-south link will still occur. As such, LNG will 
continue to be a crucial source of supply to the TRS region.

PEG Nord premiums to far-curve Dutch TTF contracts do 
not suggest supply concerns in the French market. After 
steadily falling since mid-September, the PEG Nord Q4 
premium to the TTF was at €0.162/MWh on 20 September. 
As with other European markets, the trajectory of French 
gas prices will be closely correlated to movements in 
carbon emissions prices, coal and crude oil. These 
commodities rose sharply and have been volatile this year, 
a trend that shows no sign of changing.

SOUTHERN EUROPE 
Increasing withdrawal capacity in the coldest months of the 
first quarter is expected to give more flexibility to the Italian 
system. This is likely to reduce the price difference between 
the PSV and TTF. If temperatures are similar to the 
previous winter, the possibility may open for Italy to export 
to north Europe. Export capacity from Italy to Germany via 
Switzerland will become available from 1 October, while 

exports from Italy to France have been possible since 1 
June.

Thanks to the proliferation of LNG storage available to the 
country, the storage injection cycle is also arguably less 
critical in Spain than in other parts of Europe, so while 
parts of Europe clamour for gas before the start of winter, 
Spain’s demand now is weaker. Furthermore, Spain’s place 
as a major LNG importer means demand is predominantly 
met through long-term contracts arranged often months in 
advance. As a result, Spanish buyers tend to be insulated 
from fears over spiralling global LNG prices, at least unless 
they hold a short LNG position.

One potentially bullish factor could come from the 
generation sector as winter wears on, even though demand 
from this sector typically represents only around a quarter 
or a third of total demand. This is because Spanish 
baseload power prices have recently moved into a discount 
to their counterparts in France, in what could drive greater 
use of Spain’s gas-fired generation park.

CENTRAL & EASTERN EUROPE
Lower storage levels compared to 2017 will likely maintain 
bullish pressure on some central European markets in the 
winter period, while market dynamics at the major hubs 
will also set the direction for the region. Austrian storage 
facilities were heavily depleted by the end of the gas winter, 
with stocks at just 9% of capacity, 3 percentage points 
lower year on year. This suggested that storage intakes 
could ramp up in the injection period but better profit taking 
opportunity by exporting to Italy and unfavourable winter-
summer spreads pressured daily injection profiles.

Shippers will attempt to push utilisation of most of their 
stored volumes to the second half of the winter. But if 
temperatures drop, storage operators may switch to net 
withdrawal mode early in the last quarter of 2018. Storage 

STAY UP TO DATE WITH IN-DEPTH COVERAGE, PRICES AND 
DEVELOPMENTS FOR EUROPE’S POWER SECTOR
Ensure you keep up with market moving developments, daily and 
weekly over-the-counter (OTC) price assessments and commentary 
for European power markets, with the European Daily Electricity 
Markets report (EDEM).

EDEM GIVES YOU ACCESS TO:
n  Independent price assessments, indices and analysis
n  Daily news stories on the latest developments
n  Daily and weekly over-the-counter price assessments
n  A range of indices and more…

Request a free sample report 
4

News

Back to contents

EDEM 22.089 | 9 May 2018 | www.icis.com/energy

ICIS accepts no liability for commercial decisions based on the content of this report. Unauthorised reproduction, onward transmission or copying of European Daily Electricity Markets in either its electronic or hard copy format is illegal. 

Should you require a licence or additional copies, please contact ICIS at energyinfo@icis.com.

EUROPEAN PUBLIC HOLIDAYS MAY-JUNE

Date

Country

Holiday

Thursday 10 May 2018

Austria, Denmark, France, Germany, Luxembourg, Norway, Sweden, 

Switzerland

Ascension Day

Thursday 17 May 2018

Norway

National Day 

Saturday 19 May 2018

Turkey

Commemoration of Ataturk, Youth and 

Sports Day

Sunday 20 May 2018

Norway, Hungary

Whitsun

Monday 21 May 2018

Germany, Austria, Belgium, Denmark, France, Luxembourg, Norway, 

Netherlands, Hungary

Whit Monday

Thursday 24 May 2018

Bulgaria

Culture and Literacy Day

Monday 28 May 2018

UK

Spring Bank Holiday 

Thursday 31 May 2018

Austria

Corpus Christi

Friday 1 June 2018

Romania

International Children's Day

Saturday 2 June 2018

Italy

Republic Day 

Monday 4 June 2018

Poland

Pentecost Sunday

Tuesday 5 June 2018

Romania, Greece

Descent of the Holy Spirit

Wednesday 6 June 2018

Sweden

National Holiday

Sunday 10 June 2018

Portugal

Portugal day

Friday 15 June 2018

Poland

Corpus Christi

Saturday 23 June 2018

Sweden

Midsummer day 

Sunday 24 June 2018

Luxembourg

National Holiday

Monday 25 June 2018

Slovenia

Statehood Day

Tuesday 26 June 2018

Turkey

Ramazan Bayrami

Wednesday 27 June 2018

Turkey

Ramazan Feast Holiday

Thursday 28 June 2018

Turkey

Ramazan Feast Holiday

Sources: RTE, holiday-times.com, timeanddate.com
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Gains likely to be short-lived as bearish fundamentals emerge  ❯❯  Continued from page 1capacity is located – until the weekend, which 

is set to be relatively dry. Strong rain and snow 

are currently expected to resume across much 

of Scandinavia from Tuesday. The health of hydro reservoirs is a key 

driver of the Nordic market due to the fact 

that hydroelectric capacity meets over half of 

the region’s power demand. One trader at a commercial supplier said 

the fundamental outlook made it unlikely that 

futures contracts would continue to move 

higher in the coming week, regardless of 

strength on fuels markets. “The reason is pure Nordic fundamentals,” 

he said on Wednesday. “It doesn’t make sense 

to price in dry weather all summer, which is 

what we did.” 
Spot 
Nordic spot prices are also set to sink in the 

coming days, which will lend further downward 

impetus to near-term futures contracts. 
The combination of forecasts for high wind 

generation, above-average temperatures and 

low demand due to a public holiday meant 

very low day-ahead outturns across the Nordic 

region on Wednesday. Nord Pool data indicated that prices 

plummeted to as low as €2.24/MWh for 

between 01:00 and 02:00 Oslo time in 

the Swedish and Finnish bidding zones on 

Thursday morning. With above-average temperatures and 

high wind output expected to continue 

during the coming week, ongoing low spot 

prices are likely. “We’ve got a reminder of how low Nordic 

spot prices can go in the spring and summer 

period,” the source said. Chris Somers 

Click here to see the interactiver version. 

Turkish energy companies braced for bullish Q3’18 prices
Currency woesSecondly, the Turkish lira has been on a sharp 

decline in recent months, plunging to new 

record lows every week. By the second week 

of May’18, the currency had slipped 5% 

or TL0.21 against the US dollar, to a record 

TL4.29, when compared to the previous week. 

There are expectations that the currency 

would remain in freefall, amid concerns about 

the ability of the Central Bank to fight infla-

tion and worries about new sanctions on Iran. 

If the US reimposes sanctions on Iranian oil 

 ❯❯  Continued from page 1
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exports, the price of crude might soar further, 

accelerating the currency’s decline. Tariff increasesA spike in Russian oil-indexed import gas prices 

combined with the depreciations of the lira 

against the US dollar would therefore push Turkish 

gas costs up and lift electricity prices further. 
This means that the government would have 

to raise tariffs to end consumers, after already 

increasing them in Q2’18. The measure would 

allow companies to recoup costs by charging 

them to end consumer. However, the tariff hike 

and its actual extent would largely depend on 

political developments later this summer.Elections
The government recently called for snap 

parliamentary and presidential elections on 

24 June and adopted a raft of changes to the 

electoral law, which allows for the formation 

of coalitions. This means that the parliamentary 

majority, which had been held by the ruling 

AKP may be diluted, bringing a new type of 

political and economic uncertainty.
It is for this reason that some electricity and 

gas companies are drawing up alternative sce-

narios for delivery prices in Q3’18, which take into 

account the variables that are shaping up for the 

summer months. ‘With a gas price increase from 

Q3’18, I’m expecting Q3’18 Baseload prices to 

deliver at [an average] TL205.00/MWh; without 

[as gas tariff increase] they should be around 

TL195.00/MWh,’ an electricity trader said. 
Another trader was even more bullish in 

his outlook, forecasting delivery values for Q3 

’18 within the TL215-220.00/MWh range. The 

forecast factors in a gas tariff increase. Hydro
Price gains may be capped by a ramp-up in 

hydro production, but even here expectations 

are largely bullish as the year has so far been dry. 

There was an increase in precipitation in May, but 

traders say that the water which is accumulating 

in reservoirs may evaporate over the summer if 

temperatures are above the seasonal average. 
According to a long-range weather forecast 

by the UK-based Weather company the summer 

months would be hotter than drier than normal, 

although there are early indications that Septem-

ber may be wetter than normal. Aura Sabadus 
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HEREN® GERMAN INDICES €/MWh

May €31.940/MWh

Day Ahead
€21.660/MWh  
Volume: 6085 MW

Day Ahead Peaks
€18.514/MWh  
Volume: 1875 MW

HEREN® FRENCH INDICES €/MWh

May €32.676/MWh

Day Ahead
€22.674/MWh  
Volume: 3975 MW

Day Ahead Peaks
€21.276/MWh  
Volume: 875 MW

HEREN® UK INDICES

May £49.974/MWh

Day Ahead
£52.052/MWh  
Volume: 1685 MW

Day Ahead Peaks
£51.300/MWh  
Volume: 200 MW

£/MWh

Heren ® UK D + 1 INDEX 59.60

EPEX Germany/Austria 25.23
EPEX France 24.37
EPEX Netherlands 41.41
Nord Pool Nordic 16.51
OMEL Spain 52.74
EXAA Austria 21.50
PolPX Poland 48.63
IPEX Italy 56.41
OPCOM Romania 33.65
OTE Czech Republic 22.36
EPEX Belgium 36.38
HTSO Greece 58.62
HUPX Hungary 31.18
BSP Southpool Slovenia 42.03
OKTE Slovakia 23.60
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AHEAD POWER PRICES €/MWh
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Gains likely to be short-lived as 
bearish fundamentals emerge 
Bullish movements across the fuels complex 
lifted Nordic futures contracts on Wednesday 
in line with major European power markets, 
but gains are likely to be short-lived as an 
increasingly bearish near-term fundamental 
picture emerges. 

Surging Brent crude oil pushed the Nor-
dic market higher from the front month out 
during the morning’s trade following the an-
nouncement that the US would abandon an 
agreement on Iran’s nuclear programme. 

But strength on Nordic futures is unlikely to 
be sustained in the coming week, with bear-
ish fundamentals including above-average 
temperatures, high wind generation and rising 
hydro stocks set to weigh on near-term prices 
over the next seven days. 

“Pure fundamentals”
Contracts on the Nordic near curve could be 
primed to shed value over the coming week, 
with a soft fundamental outlook prevailing 
on Wednesday. 

The June ’18 contract gained over 5% dur-
ing its first week as the front-month product, 
according to data from the Nasdaq exchange.

Strong fuels, below-average temperatures 
and languishing hydroelectric reserves have 
pushed Nordic futures contracts higher in 
recent months. 

But forecasts point to more bearish weath-
er fundamentals emerging across the region 
from Wednesday.

The latest update from meteorologist WSI 
indicates temperatures across Scandinavia 
will be between 2°C and 8°C above seasonal 
norms until the start of week 20.

Above-average temperatures will mean 
reduced electric heating demand in colder 
areas, as well as increased snow-melt and 
hydroelectric inflows. 

According to the latest data from Nord 
Pool, on Monday combined hydro stocks 
stood at 28% of their total capacity, over 
two percentage points higher than the previ-
ous week. 

Stocks are now above the level seen at this 
point in 2017, having languished at historically 
low volumes since the beginning of March. 

Forecasts also indicate strong rainfall 
across southern Norway and Sweden – where 
much of the region’s installed hydro  ❯❯  Page 2

Turkish energy companies 
braced for bullish Q3’18 prices
Turkish energy companies are expecting 
markedly bullish electricity and gas prices for 
the summer months, but the actual extent of 
the increase will largely hinge on a variety of 
factors including the depreciation of the Turkish 
lira, upcoming elections and hydro availability. 

Already Q3 ’18 Baseload prices are being 
assessed by ICIS at an average TL38.00/MWh, 
or 25% higher than Q3’17 Baseload values, as 
forward prices have been boosted by a robust 
spot price. 

However, going forward, the outlook is 
likely to remain markedly bullish on a combi-
nation of factors. 

Oil-indexed gas prices
Firstly, there are expectations that the Russian 
oil-indexed import gas price would rise further 
for Q3 ’18, reflecting the latest upward 
movements in oil prices. 

Traders active in the gas market say the 
Russian import price may soar by more than 
$20.00/kscm to or around $243.00/kscm in 
Q3’18.

Any increase in the import price would be 
reflected in contract and spot gas prices on the 
domestic market, and ultimately in the price of 
electricity as the cost to generate it from natu-
ral gas would rise proportionally.  ❯❯  Page 2
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levels at the most liquid markets may further tighten 
supply at the Austrian VTP market in the winter. Dutch and 
German filling levels are below last year’s levels, which 
may see Austria to be a net exporter of gas to Germany. 
Historically, Austria has imported gas from Germany in the 
winter. But any supply shortage in the Netherlands and 
Germany may see the VTP exporting to the neighbouring 
German NCG, as in gas year 2017.

Similarly to Austria, Czech and Slovak storage levels will 
be lower early this winter than in 2017, which may expose 
the countries to supply shortages. Price movements on 
the wider fuel complex, namely coal and carbon, will 
likely impact German gas prices in the winter, which will 
filter through to the Czech market, as the Czech Republic 
receives most of its gas supply from Germany.

Due to sufficient storage stocks and steady imports from 
Russia via Ukraine, Hungary will likely be less exposed to 
supply tightness in the winter compared to the rest of the 
region. Hungary will continue to export gas to Ukraine in 
the winter but throughput at the Beregdaroc border point 
will drop due to high Hungarian export tariffs in the winter 
compared to Slovakia and Poland.

TURKEY 
Unlike in previous years when the Turkish market’s biggest 
concerns related to winter supplies, this year it should be 
better equipped to respond to spikes in demand. Risks 
persist, but they have shifted from the physical ability of 
the system to cover soaring consumption to the impact of 
a volatile foreign exchange rate, which has already taken a 
painful toll on the market. In terms of supplies, Turkey has 
already managed to expand its storage and LNG importing 

capacity, creating sufficient flexibility in the market. Its wind 
and solar capacity has also been expanding, standing 
altogether above 11GW, or more than an eighth of the 
country’s total installed capacity.

Companies had been minimising imports throughout the 
year because of soaring costs linked to increasing Russian 
import prices and the depreciation of the Turkish lira. The 
currency has lost 40% against the US dollar since the 
beginning of the year, placing a big burden on Turkish 
companies, which have to pay for volumes in dollars, 
but are expected to sell to consumers at a regulated 
tariff denominated in Turkish liras. Although the lira has 
stabilised in recent weeks, following a record decline in 
August, companies are braced for further volatility, which 
could affect the gas and electricity markets. If the lira slides 
further, it will increase import costs and push electricity 
prices up.

CRUDE OIL 
The oil market looks to be well-supplied in the short term, 
with concerns of wilting demand growth beginning to 
mount. Investor worries surrounding US sanctions on Iran 
have been put on the back burner as major producers 
ramp up output. OPEC’s secretary general believes the 
oil market is well-supplied, a statement that has been 
echoed by the International Energy Agency (IEA) amid 
record production from the US, Saudi Arabia and Russia. 
Gazprom Neft, Russia’s third largest producer, recently 
told ICIS that it had received no instructions from the 
government to limit output. 

Despite existing ample supply, both OPEC and the IEA 
have admitted that spare production capacity to mitigate 
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further disruptions is limited considering the Iranian export 
void. There are indications from some analysts that up 
to 1.5m bbl/day could be taken off the market when the 
sanctions start to bite on 4 November. 

With latent geopolitical turmoil in countries such as Libya, 
additional production outages could provide a robust 
tailwind to oil prices, with spare capacity stretched so 
thin. Higher oil prices temper demand from emerging 
economies, the main source of demand growth. This 
issue is compounded by the performance of the US dollar 
compared to these currencies, making the relative cost of 
oil even greater.

OPEC has cut its demand growth forecast for 2019, citing 
volatile emerging markets and concerns of a broader 
economic slowdown. Demand headwinds from the lingering 
trade war between two of the world’s largest economies, 
the US and China, will also feed pressure into futures 
prices. Rallying global production combined with a gloomy 
demand outlook have imparted bearishness along the 
crude oil forward curves even as the market braces for 
sanctions on Iran. However, additional disruptions could 
rapidly alter this sentiment.  

LNG 
The market entered the winter at a four-year high, with 
Asian spot LNG prices holding only a relatively small 
premium to Europe. This narrow spread has made Europe 
an attractive destination for LNG in recent weeks, with 
October seeing a sharp rise in deliveries from Atlantic Basin 
suppliers, including US and west African producers. 

High shipping rates could reduce the incentive for traders 
to ship cargoes between the Atlantic and Pacific basins and 
reload cargoes in Europe this winter, but much will depend 
on the level of Asian demand.

The near-term demand outlook for Asia appears weak, with 
relatively mild temperatures expected across Japan and 
South Korea. But there remains a degree of uncertainty 
around the restart of a number of South Korean nuclear 
reactors, and any delays could support LNG demand. Much 
will again depend on the level of LNG demand from the 
world’s largest LNG growth market, China. Beijing has been 
making moves to open up its LNG assets to third parties 
and increase gas storage and pipeline import infrastructure, 
while sources say Chinese buyers have made efforts to 
arrange purchases in advance this year. That said, any 
unexpectedly high demand from Chinese buyers could 
absorb substantial additional volumes.

On the supply side, a number of new export projects are 
expected to start up in the coming months, including train 
3 at Russia’s Yamal plant, train 2 at Australia’s Ichthys and 
the Prelude floating LNG plant, also in Australia. In the 
US, Sabine Pass train 5 and the Corpus Christi plants are 
also due to enter into service, while Elba will commence 
operations in 2019.

The increase in Qatari LNG into Europe could be short-
lived if Asian spot prices rise for the first quarter, with new 
Russian cargoes from Yamal more likely to come to Europe 
given the proximity between the export plant and northwest 
European terminals.

LNG MARKET ANALYTICS
The LNG market is changing constantly and is becoming 
increasingly harder to predict. We believe that in order to 
respond quickly to the market you need a robust and unique 
combination of deep datasets and intuitive analytical tools. 
And this is what ICIS delivers.
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