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      ELECTRICITY 
       

 Rally rages on; more records broken  
 

The general energy price rally, despite pausing at the end of April, 
has raged on with force since the start of May, driving many UK 
power and gas periods to fresh multi-year highs. Relentless gains in 
carbon prices, short-term tightness in the face of still-lingering cold 
and often windless weather, gas supply constraints, a continuing LNG 
rally and talk of a post-pandemic commodities super-cycle all 
contributed to the bullish roar higher. As mid-May hit prices started 
retracing however, amid some profit-taking, while levels were 
continuing to ease at the time of writing.      
 

In the upswell, prices for June were propelled up to £78/MWh – 
registering a fortnightly gain of 14% and hitting another record high 
Month-ahead price for the time of year. Winter ’21 price tags 
meanwhile reached almost £85/MWh and October ’21 Annual over 
£73/MWh – both up 11% – becoming the most expensive winter and 
front annual in 12-and-a-half years. Year-ahead prices in France and 
Germany similarly pushed to their highest levels since 2008 – at just 
over and just under EUR 69/MWh respectively.  
 

EUAs (EU emissions allowances that generators factor into costs) 
have broken to new highs on almost a daily basis, gaining as much as  
16% in value since the end of April, as they reached over EUR 
56.5/TCO2, amid continuing intense speculative interest. Significant 
fossil fuel burn in Europe to make up for low renewables output and 
to satisfy an extended heating season, alongside the European 
Commission announcing the planned removal of 379 million excess 
allowances from the market from September and the UK slashing 
the number of free allocations it is to give under the UK ETS (which 
starts this week) by 20% were also cited as contributing factors. 
Prices have since buckled back towards EUR 53/TCO2.  
 

Gas has also been a key driver, with short-term levels squeezing 
higher amid strong demand and a mix of scheduled and unscheduled 
Norwegian outages crimping supply, as concerns about Russian gas 
supplies, storage levels and LNG imports (in the face of strong Asian 
buying) spilled along the forward curve, ratcheting it higher.  
 

Coal prices have also rallied further, with year-ahead coal pushing up 
6%, to above $80/tonne for the first time since March 2019. A 33% 
reduction in Colombian exports due to a rail blockade, continued 
strong Chinese buying and high freight rates contributed, despite 
South African exports improving as coal derailment damage was 
repaired and reports of good supply from other countries. At the 
same time oil prices have gained almost 4% in value this month, 
albeit after significant volatility, spurred higher by increasing air 
travel in the US and Europe and lower than expected inventories.       
 

Day-ahead UK power prices meanwhile have also seen their trading 
range rise from £62-77/MWh in the second half of April to £69-
85/MWh so far this month, price tags hovering towards the high end 
of this range over the last week amid wind power dropping to as low 
as 4% of daily supply. 
  

 
Source:  Marex Spectron 

 
Outlook: 
 

 “Over the next 7 days northwest Europe will continue to be 
affected by a series of low pressure systems moving in from the 
North Atlantic, keeping conditions cooler and wetter than normal,” 
says Marex’s meteorology desk. 
       If the carbon rally reengages this will bolster UK power talk again.   
 
➔ The construction of the Aquind power interconnector between 
France and the UK has been dragged into the fishing row between 
the two countries, with MPs calling for it to be stopped following 
France’s maritime minister saying power supplies to Jersey should 
be cut – although the UK government has said there are no plans to 
review the project.   
     New global wind and solar capacity is set to grow by 550 GW over 
the next two years, according to the IEA (International Energy Agency).   
     EDF has submitted plans to build six new nuclear reactors in France 
– to help replace 12 nuclear reactors there that are due to shut by 
2035.  
    
 There may be a reduced chance of a summer heatwave supporting 
European power prices this year, with some forecasters predicting 
Northwest Europe is likely to experience a cooler and windier summer 
than usual. Ongoing heavy rainfall is also currently helping to 
replenish hydro power reservoir levels.   
      The withdrawal of government stimulus measures as the pandemic 
eases could puncture economic optimism and energy market 
buoyancy.  
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UK Annual Power Prices (six-month view)

Oct-21 Apr-22 Oct-22

Key Power indicators:   

Long-term UK (£/MWh) Short-term UK (£/MWh) European power (€/MWh)

Oct'21 Annual chg Apr'22 Annual chg Month-ahead index chg Day-ahead index chg Germany Cal '22 chg France Cal '22 chg 

71.95 5.98 65.88 5.38 76.25 7.75 83.63 21.63 68.48 8.27 68.53 8.20

Key Other indicators:   

Coal ($/MT) '22 chg Oil (Brent) $/bbl  chg EUA '21 (€/TCO2) chg EUA '22 (€/TCO2) chg EUA '23 (€/TCO2) chg

77.93 1.93 69.25 6.00 56.34 7.50 56.97 7.66 57.88 7.78

   All changes (chg) are compared to last report.
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              GAS 
 

     Front annual surges another 12% 
  

More hefty and unflinching bullishness was seen across UK gas periods, 
and across energy markets in general, over the first half of May, with 
many seeing further double-digit percentage gains. Another mighty 
shunt-up in carbon and LNG markets contributed, as did lockdown 
measure rollbacks and economic optimism, while persistent colder than 
normal weather further delaying the full start of the storage injection 
season was also a key factor. Prices have corrected slightly over the last 
couple of days though.     
 

October ’21 Annual rose as much as 12%, to reach 62.5 p/th – its highest 
level since the period started being talked in late 2015, and the highest 
front annual since September 2018. It has been disproportionately 
affected by its Winter ’21 component, which has powered above 73.5 
p/th – the premium it carries to Summer ’22 blowing out from less than 
17 p/th to over 22 p/th since late April (and doubling since early March). 
Future annuals have in turn seen progressively smaller gains, with the 
backwardation (gradient of the stepping down in forward prices) across 
the annuals increasing markedly.       
 

A 16% surge in Winter ’21 Asian LNG prices and in 2021 EUAs (EU 
emissions allowances) – to $11.8/MMBTU and EUR 56.5/TCO2 
respectively – has been instrumental in the gains. Strong Asian physical 
and forward buying, amid production issues at the North West LNG 
project in Australia and fears the US hurricane season may impact 
exports from there, has helped boost LNG prices, while carbon prices 
have been swept up to new record levels by a continuing influx of 
speculative buying interest. 
 

Meanwhile European gas storage volumes remain unseasonably low as 
sites have struggled to replenish in the colder than normal  weather – at 
32% fullness, compared to more than 67% fullness at this time last year, 
according to Gas Storage Europe, the storage operators’ association 
(which has also just confirmed record volumes of gas were withdrawn 
from storage sites last winter).     
 

Month-ahead UK gas prices have also rallied another 12% since the start 
of May, June breaking above 68.5 p/th at one stage – its highest ever 
level for the time of year. At the time of writing it had slipped back 
beneath 65 p/th – news that Russian gas company Gazprom has booked 
extra gas transit capacity through Ukraine for next month helping to calm 
supply nerves.     
 

Day-ahead UK gas has been a little more volatile, fluctuating between 61 
and 70 p/th – its highest level since the mid-January price spike, helped 
by unscheduled glitches at Norway’s Gina Krog, Gullfaks and Sleipner 
fields, as well as a drop in wind driving up demand from power 
generators over the last few days.   
 

Oil has meanwhile rallied back up towards $70/barrel, in jagged fashion, 
with a cyber attack on a key US pipeline providing temporary bullishness, 
while low stocks, increasing transportation activity and a weaker dollar 
have provided more sustained uplift, despite the continuing Covid crisis 
in India and the Far-East.   

 
Source:  Marex Spectron 

 
 
 
Outlook:  
 
 

 The most intense period of planned maintenance in the 
Norwegian offshore this year has now started and will last until late 
June, essentially affecting around 85-120 mcm/day of output over 
the period. Any unscheduled outages during this time could further 
impact supply.     
 
 

➔ “The outlook for oil demand is mired in uncertainty. Until the 
pandemic is brought under control, market volatility is expected to 
persist,” says the IEA (International Energy Agency).  
 
  

 “Later in the month high pressure conditions may start building 
up, with the best of the signal over the southern sectors of the UK. 
This should lead to a gradual increase in temperatures and drier 
weather, says Marex’s meteorology desk.  
 
 
 
 

 
 

 
 

The information in this market review is intended for MARKET PULSE subscribers only. Unauthorised onward transmission or copying is strictly forbidden. The 
contents are intended for informational purposes only and are not to be used or considered as an invitation to trade or an offer in respect of any of the products or 

services mentioned. Marex Spectron does not represent or endorse the accuracy or reliability of any of the information or content. Under no circumstances will Marex 

Spectron have any liability for any loss or damage caused by reliance on any information contained herein. 
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UK Annual Gas prices (six-month view)

Oct-21 Apr-22 Oct-22

Key Gas indicators:   

Long-term UK (p/th) Short-term UK (p/th) European gas (€/MWh) Crude Oil 

Oct'21 Annual chg Apr'22 Annual chg Month-ahead index chg Day-ahead index chg TTF 2022 chg Oil (Brent) $/bbl  chg 

61.05 4.99 54.80 4.55 66.95 7.79 67.45 3.78 22.15 2.65 69.25 6.00

All changes (chg) are compared to last report. 


