
Oil

After rising above 70 USD/bbl during the previous session, international crude oil prices retreated during Tuesday. The market has 
gained almost 15 % during the last month, and it is therefore not a surprise that we see a downwards adjustment, especially because 
the 70 USD/bbl serves as a bit of a technical barrier. The Brent front month contract closed Tuesday at 69,15 USD/bbl, and it seems 
likely that the contract will continue to trade just below the 70 USD/bbl-barrier Wednesday.

Gas

A new cold spell is on the way in Europe, where temperatures are set to be some degrees below average during the rest of the week. 
This increases demand for gas, and both near and long term contracts rose in Tuesday’s session. Despite the increase in demand, the 
market still sees a solid supply picture, which will come to good use if the cold weather lasts for a long time. The market appears to 
retreat Wednesday morning.

Coal

Last year’s upside on the European coal markets has come to an end, but prices are on the other hand not falling either. During 2018 
so far, the market has traded more or less sideways. Yesterday, the API 2 Cal-18 contract fell by a marginal 0,26 USD/t on a day with 
bearish support from the crude oil market. Demand in Asia remains high, and the weak US dollar compared to the Euro makes the 
dollar-bound coal more attractive, increasing buying interest.

Carbon

European carbon prices saw a big upside late Tuesday, and the benchmark quota contract is now back above the 8 EUR/t-barrier. It 
closed the day at 8,03 EUR/t, 0,23 EUR/t above the previous close. Auctions have picked up again after a break during December, and 
demand has been surprisingly high. It is still too early to say, if the quota reform and the strengthened MSR deal has any noticeable 
influence on the development.

Hydro

A high pressure has entered the Nordic area, and during the rest of this week, both temperatures and precipitation amounts are expect-
ed below average. Early next week however, the conditions are set to change, and the levels should return to normal. This should offer 
some bearish support to the Nordic power market today. The Nordic hydro balance has weakened a bit recently, but is still expected in a 
surplus of 9,6 TWh in two weeks’ time.

Germany

A cooler weather outlook offered bullish support to the German power market yesterday, and the big upside on the CO2 quota market 
added to the upside. The gains were however limited by the losses on both oil and coal markets. At the end of the day, the German 
Cal-19 contract closed at 35,05 EUR/MWh, up 0,10 EUR/MWh from Tuesday. We expect another day with quite limited fluctuations 
Wednesday.

Equities
After initially opening with gains, the European coal market lost some of the momentum late yesterday, and most indexes closed largely 
neutral. Since the US markets saw losses, and the Asian markets have opened with a downside Wednesday morning, we could very well 
see a bearish day on the European markets today.

Conclusion

Drier and cooler weather forecasts were the most important price driver on the Nordic power market Tuesday, although the upside on 
the carbon emission market added to the bullish sentiment. The Q2-18 contract ended up rising 0,40 EUR/MWh, closing at 25,50 EUR/
MWh, while the YR-19 contract was up 0,10 EUR/MWh, settling at 26,55 EUR/MWh. This morning, the outlook has once again turned a 
bit milder and the market will most likely use this to trade down during the day.
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